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The globalization of the world economy arouses dreams of expanding
prosperity. At the same time, globalization stirs fears of a relentless
intensification of competition, marginalization and new instances of
poverty. It is withirrthis field of tension between hope and doubt that
we discover the contemporary argument over how best to establish
an ethically responsible world economy.

In this new book, the ethicist and theologian Christoph Stiickelberger
grapples with ethical issues arising for international trade within the
context of a globalized economy. He outlines case studies and describes
existing and potential solutions to the problems presented. His focus

is on the real-world implications of business ethics, taking into account
the contingencies of the market economy, global politics and macro-
economic trends. He supplies the reader with a set of ethical guidelines
to help in arriving at his or her own analyses and judgments.

With his book, Stiickelberger provides grounds for hope that ethical
action towards responsible development is indeed possible. He
demonstrates that the ethics of world trade is not a concern reserved
for idealists but a prerequisite to full appreciation of the challenges
facing the international economy and its agents.

Christoph Stiickelberger is a Reformed Theologian and Professor
of Ethics at the University of Basel. He also serves as general secretary
of the Swiss development organization “Bread for all”.
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Preface

A book on global trade ethics could not come at a more appropriate time. In-
deed, at this early juncture in the new century, there is an increased realization
that the economy in general, and trade in particular, cannot be insulated from
moral and spiritual values. Eleven such fundamental values form the ethical ba-
sis for global trade in Christoph Stiickelberger’s book (see the second chapter).
Unlike astronomical or physical phenomena such as the movement of planets,
the economy is not governed by laws that are independent of human will and
decision-making. On the contrary, economic conditions are the result of soci-
etal forces and policy choices based, at least implicitly, on a set of beliefs and
values. There thus exists a margin for manoeuvre within society, particularly for
policy makers, to give sense and meaning to economic activity — albeit within
the limits imposed by such constraints as the availability of capital, labour, ma-
terial resources and technological knowledge. The economy, in other words,
should not and indeed cannot be disentangled from all other aspects of social
and cultural life.

This being the case, how can one explain the hegemony of the economy in
today’s world? In a book called Une société en quéte de sens, Jean-Baptiste DE
FoucauLrp and Denis PIvETEAU have attempted to provide an explanation based
on the assumption that the role of the economy in society has gone through
three phases. In the first, in traditional, pre-industrial society, the economy was
relatively controlled, worked in a non-autonomous way and was integrated
into a broader system. In the second stage, in industrial society, the economy
acquired greater autonomy, although it kept its fundamental meaning which
was to reduce scarcity and increase welfare. In the third phase, that of today,
the economy has gained ascendancy over politics, society and human beings.
Everything around it is effaced: religion has lost its relevance, the great political-
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revolutionary ideologies have fallen apart and all the other systems capable
of imparting meaning to social life have vanished. The market economy thus
threatens to generate a “market society” where everything is for sale.

A curious phenomenon then emerges: the economy itself begins to
lose its original meaning, the reduction of scarcity and the increase in wel-
fare. On the one hand, for the fortunate, there is no longer a scarcity of ba-
sic goods such as food or clothing. Consumerism has to invent new needs,
ever more superfluous. On the other hand, and in order to maintain the
necessary conditions for this excessive accumulation, the new economy
starts to threaten or to destroy the welfare of growing sectors of the popu-
lation previously protected by a reasonable degree of job security and
by social insurance. The economy no longer contains much meaning, but
neither is there much meaning to be found outside it.

There results a sort of imperialistic domination of the economy over other
fields, thus subverting the harmony of the Spheres of Justice postulated by
Michael WarzEr in his book of the same title. For this American political phi-
losopher, there should be not one single principle of justice but several, each
applicable to a different sphere of the pluralistic human community. In each
sphere, there is a specific good that is sought by all: money in the economic
sphere of the market, power in the field of politics and government, leisure in
the world of entertainment, knowledge in the sphere of education, love in the
universe of the family, etc. A small group always tends to monopolize the central
good of each sphere, but the greatest danger occurs whenever one of those
spheres becomes predominant. When this happens, the masters of the market,
for example, may use their advantage in order to control goods particular to
other spheres, thereby becoming also the rulers of power, knowledge or leisure.
The best way to avoid the encroachment of one sphere onto the others and to
maintain a healthy autonomy and balance among them is for the state to make
effective use of its active function of social regulation.

One of the spheres in which the neglect of ethical imperatives has become
unacceptable is that of trade. We are indeed witnessing dramatic imbalances
in world trade relations, where power and knowledge are being manipulated
by a few, thus undermining the prospects for large segments of humanity to
overcome poverty and achieve minimum standards of well-being.

A fourth phase in the evolution of the role of the economy in society needs
to replace the current one, striking the right balance between economic and
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ethical values. International trade will probably be the pivotal instrument in this
process because of its role in making national economies and societies global.
Nowadays, trade is a vehicle of values that are profoundly altering the nature
of relations among societies and cultures. The interplay between trade policies
and international trade rules is evolving towards sophisticated legal mecha-
nisms that bind the behaviour of governments, firms, citizens and communi-
ties. Being at the crossroads of several key policy areas — development strate-
gies, labour policies, cultural trends, transfer of technology — trade rules are a
sphere in which the need to harmonize economic, social and ethical values is
becoming increasingly imperative.

By way of example, less than 10 years ago it would have been unthinkable for
international trade negotiations to have considered the role of govern-
ments in shaping national education systems. But when discussing the
modalities of negotiations on audiovisual and cultural services in the
framework of the negotiations on trade in services, this is precisely what
is now at stake. The concerns about local languages, cultures and knowl-
edge that need “protection” against globalizing forces are being upgrad-
ed to the level of high strategic goals in the trade fora. Similarly, any in-
ternational rule regarding trade in professional services, such as nursing,
is now being seen as affecting, for example, the health systems of developing and
developed countries alike.

The recent impassioned debate taking place at the World Trade Organization
(WTO) in particular on intellectual property and access to medicines, is clearly a
case of clashing policy areas where the international community has to formulate
a “code of conduct” that balances the interests of research with those of health,
and where ethical considerations will loom large in the corresponding policy-
making. At the November 2001 WTO Conference in Doha, Qatar, a positive result
was achieved in this area by the adoption, in a ministerial declaration, of clear prin-
ciples with regard to trade in medicines and public health: the Doha declaration
recognizes and endorses the right of developing countries to obtain essential
drugs without necessarily having to pay the onerous prices normally allowed
under patent protection.

Ethics-related considerations, however, might sometimes be used as criteria
for disguised protectionism. Environmental and food security concerns, for ex-
ample, might be misused as a means of averting trade liberalization concessions
in the field of agriculture. Environmental conservation and food security are un-

Xl
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doubtedly critical objectives that need to be pursued, yet rules must ensure that
they will not be utilized to avoid opening the markets of industrialized countries
to agricultural exports originating in developing countries.

Through trade, the role of governments in defining the borders and the con-
tent of “public goods” and “public policies” is being modified and subjected to
new international rules. In fact, by transmitting such values as development,
employment, participation in the benefits of global growth, poverty reduc-
tion and technology, trade itself should be considered as a “public good” for the
international community. This is probably the main value that remains to be
ensured through international codes: the effective and equitable participation
of developing countries in the multilateral trading system is a “development
value” for these countries. Correcting the imbalances that characterize the trad-
ing system is therefore a major challenge in the process of identifying rules that
balance economic with other social values. That process is still very young and
incomplete. Let us hope that it will evolve towards a new holistic system of inter-
national values and rules, in which economic, social, cultural and development
needs are given due consideration and duly realized. Christoph Stiickelberger’s
book on Global Trade Ethics makes an important contribution to these efforts
towards a new holistic system. His ethical vision and practical proposals for fu-
ture-oriented ethical instruments in global trade give orientation and hope.

Rubens Ricupero
Secretary-General
UNCTAD

Xl



Introduction

The globalization of the world economy is characterized by rapidly increasing
trade across international borders. Globalized trade arouses great hopes of ex-
panding prosperity and progress in the fight against world poverty; at the same
time, however, globalization reinforces resistance to, and fear of, relentless inter-
national competition, marginalization and new instances of poverty. This is the
tension within which we seek creative approaches to an ethically responsible
arrangement of trade at the global, national, corporate and individual levels.

This book introduces the ethics of trade by raising topical, ethical questions in
the context of this field of tension, revealing existing and potential approaches
to the solution of these questions. It further intends to provide methodological
bearings to help readers form their own ethical judgments and name ethical
instruments and agents so as to identify specific ways out of a state of helpless-
ness. The goal of the book is to arouse hope and demonstrate that ethical action
is indeed possible. Many aspects of this method may be applied to other areas
of business ethics beyond the sphere of trade.

Although intentionally ethical investments constitute roughly 0.1% of all the
investments worldwide, this book aims to demonstrate that ethics is not merely
a “point one percent phenomenon” of concern only to idealists situated on the
margins of the economy. Ethics is part and parcel of the core business of the
economy and its agents.

The book’s focus is primarily on aspects of business ethics, but secondarily it
is on aspects of economic policy and the macro-economy. It reveals immediate
opportunities for action by companies (particularly with regard to foreign trade)
and in civil society, but it also examines the actions necessary for the creation of
national and international trade policies.

The content of this book is predicated on theologically informed business eth-

X



Introduction

ics. Christian values and their distortions have shaped the development of West-
ern economies to a crucial extent and are still capable of providing some direction
today. However, in these pages ethical priorities and value judgments are usu-
ally formulated without any specific reference to theological premises and
grounds.! Thus, these ethical priorities and value judgments regarding glo-
balized trade may be understood from various ideological perspectives.

The systemic framework for business ethics is the market economy. Extensive
discussion of fundamental models and alternatives to this economic system is
beyond the scope of the present work. The instruments of ethical business pro-
posed here refer to a socially and ecologically responsible economy that may be
regulated where the need arises.

The target audience for this book is made up of people with leadership re-
sponsibilities and other members of staff of trading companies and other firms,
fair trade organizations, governmental offices (particularly those involved in
international policy and development), non-governmental organizations, in-
ternational organizations, institutions directly addressing questions of ethics,
churches and students of economics, theology and ethics.

1 For such premises and grounds, please refer to the author’s other publications in the
field of ethics, particularly Umwelt und Entwicklung, Stuttgart, 1997.

Reading aid

The reader may begin the book anywhere. Virtually every double page treats a
self-contained topic with a table or illustration on the left and an explanatory text
on the right. Chapters 1—3 provide the basics of ethics, and chapters 4—6 show the
instruments, agents and applied fields of action necessary for ethical trade. It is
recommended that chapter 3 be read before chapters 4—6 for better compre-
hension of the principles of ethical valuation.

Xiv



Basics |
Ethics in trade

To begin with, trade ethics as a part of business ethics raises questions of intro-
ductory clarification: What exactly is ethics? What does it comprise? What does
trade as a central part of the economy comprise? What are its mechanisms,
agents and institutions? And what, actually, are the ethical aspects of trade ac-
tion? What is the specific contribution of trade ethics towards the whole of
present-day business ethics? What kind of trade in the globalized world on the
threshold of the 21st century are we looking at? What specific intentions are
behind the various terms of ethically responsible trade?

Questions such as these are clarified in this introductory chapter so as to
demonstrate the bandwidth of these aspects and, at the same time, allow for a
more precise formulation of the problems involved.
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. Ethics: Definition and scope

Ethics and morals

Ethics strives to answer questions such as: What should I do? How should T act?
How should a community of people act? Thus ethics concerns all areas of life
(— graph on the left) to the extent to which a human being can and must decide
in favour of one or two or more courses of action. Ethics strives to answer the
question as to what is good and just action. It strives to provide signposts for
responsible action in all areas of life. It does so with comprehensible methods
and steps (— ch.2.3) and, depending on the ethical approach, on various philo-
sophical, religious and ideological grounds (— ch.2.2). Morals — a term that tends
to have pejorative connotations these days — represent the basic framework of
rules for action, standards of value and fundamental ideas that are prevalent in

a society and manifest themselves in its customs and manners.

Three forms of ethics

1. Descriptive or empirical ethics describes the diverse manifestations of exi-
sting morals and customs of individuals, groups, peoples, institutions and
cultures.

2. Normative ethics subjects existing morals to a critical examination and
formulates standards from which action should take its bearings. It does so
on the basis of a certain ethical approach.

3. Meta-ethics critically examines the ethical methods themselves and deve-
lops them further.

In this book, the main emphasis is on normative ethics. Meta-ethics and descrip-

tive ethics will be mentioned only marginally.

The six main domains of ethics

Life ethics concerns itself with the beginning, preservation and end of life. The
ethics of community forms deals with issues of communal life. Environmen-
tal ethics examines aspects of people’s relationships with their non-human
environment. Business ethics focuses on the production of, trade in, consump-
tion and disposal of goods and services. Political ethics looks into questions of
the interaction of national communities and groups of people through political
institutions. Cultural and religious ethics is concerned with action and commu-
nal life through the medium of cultural and religious institutions.



1.2 Trade: Definition and scope

Areas of trade

Tariff regulations
Protective measures
Technical trade barriers
Investment measures
Origin regulations

Goods dispatch regulations
Import licence procedures
Payment regulations
Government procurement
Anti-corruption laws
Service regulations
Competition law
International environ-
ment law

etc.

Foreign trade policy

Financing
Personnel
Investment
Material economy
Production
Marketing
Leadership
Organization
Accounting
Information manage-
ment law

etc.

Business administration

Labour law

Shop closing laws
Fiscal policy
Competition law
Brand laws
Subsidies

etc.

Domestic trade policy

Foreign trade

Agriculture
(forestry, fisheries)
Primary sector

Trade

Services
Trade
Tertiary sector

Economy

Domestic trade

Industry/
small business
Secondary sector

Global Trade Ethics focuses on ethical questions of foreign trade. Many criteria, how-
ever, also apply to domestic trade.

© Stuckelberger: Global Trade Ethics




7 Irade: Definition and scope

Definition of trade

Trade is basically the exchange of economic goods. We speak of “trade in a func-
tional sense” if participants in the market procure goods from or sell goods to
others which they do not produce or process themselves (merchandise). In
practice, the term is generally restricted to the exchange of material goods, and
even more frequently to the exchange of movable material goods.

Functions of trade

m Goods turnover (from producer-oriented to demand-oriented; i.e. influence
of purchase as regards place, time, duration, situation).

m Adaptation to demand (connection of material supply and services, inclu-
ding goods and monetary logistics).

m Support in seeking the decision to purchase (through information about
goods and indications of alternative action).

m Market equalization (settlement between supply and demand).

m Processing of material goods (sorting, adaptation, installation, after-sales ser-
vice and support).

An increase in labour output produces more trade. World trade is growing at
about 2.5 times the rate of the global production of material goods.

Types of goods in exchange relations
1. Nominal goods: claims to real goods (money, securities).
2. Real goods:
2.1 Material goods
2.1.1 Durable goods (real estate)
2.1.2 Utility goods (plant, machinery, equipment)
2.1.3 Turnover goods (raw materials, accessory materials,
materials, goods, finished goods)
2.2 Rights (patents, licences, water rights, etc.)
2.3 Services (in transport, forwarding, storage, insurance, brokerage, etc.)

Domestic trade and foreign trade are two fundamental forms of trade. Foreign
trade is increasing in significance owing to globalization; however, domestic
trade remains important and is often underestimated.



1.3 Trade: Institutions

Wholesale trade

Domestic wholesale trade ‘ Foreign wholesale trade
Production Consumption Import trade Export trade Global trade
trade trade
Production Consumption
trade trade

Source: Miiller-Hagedorn, Der Handel, 39

Retail trade (types of business)

Fixed site Mobile s&te
‘ — ltinerary trade

‘ ‘ — Home delivery
Without a shop With a shop
— Mail order trade
— Collective orders
- Vending machines
— Telemarketing

\
Strong emphasis Strong emphasis Strong emphasis With other

on convenience on range on pricing advantages
— Convenience Store — Department store — Discount store — Supermarket
— Drive-in-Store — Cooperative — Special discount store (e.g., freshness)
— Shopping centre department store — Off-Price-Store — Third world shops
— Filling-station shop — Specialist retailer — Factory shop

- Boutique — Specialist market

— Consumer market — Low-price store

— SB department store (variety store)

— Mixed department store — Direct trade

— Drugstore — Second-hand shop

— Catalogue showroom — Average trade

- Job goods store

Source: Miiller-Hagedorn, Der Handel, 45
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3 Irade: Institutions

Types of trading companies and institutions

The German Committee for Terminological Definitions in Trade and Marketing
defines the institutional aspect of trade as follows: “Trade in its institutional sense
— also called a trading company, a trading operation or a shop — includes institu-
tions whose economic activity must exclusively or predominantly be ascribed
to trade in the functional sense. Official statistics classify a company or operation
under trade if its trading activities produce more added value than its secondary
or other activities.”

In reality, however, an increasing number of companies combine and mix
production, trade and other activities so that the borderlines become blurred
(— chs.5.4—7). This also makes for an increase in the conflicts between trade and
industry, and has resulted in the demand for new partnerships (BRABECK/NESTL
2000).

Three groups of institutions which engage in trade
a) Companies

b) The state (territorial entities and social insurance)
¢) Private households and non-profit organizations

The four important operational forms of trade

a) Retail trade is an operation whereby someone sells merchandise to private
households on his own or a third party’s account.

b) Wholesale trade is an operation whereby someone sells merchandise to a
purchaser other than a private household on his own or a third party’s ac-
count.

¢) Brokerage is an operation whereby someone arranges for the purchase and
sale of merchandise for a third party’s account.

d) Combined systems integrate retail or wholesale organizations into the corpo-
rate policy of companies by means of sustained relations, franchizing being
a case in point. Such systems produce synergies and dependencies for indi-
vidual operations.



1.4 Levels of action for business ethics

Levels of action for business ethics

Environmental ethics

Institutional ethics

Personal ethics

Individual ethics
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Business administration according
to functions (cf. Thommen1996,52)
Basic functions:

Financing

Investment

Material management

Production

Marketing

Cross-sectional functions:
Management

Personnel

Organization

Accounting

Information management

Law

Business ethics according to areas
(Stuckelberger)

Basic functions:

Financing ethics

Investment ethics

Material management ethics
Production ethics

Marketing ethics
Cross-sectional functions:
Management ethics

Personnel ethics

Organization ethics

Accounting ethics

Information management ethics
Law ethics
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I Levels of action for business ethics

Four levels of ethical action

Ethical action takes place immediately and mediately; i.e., mediated by structu-

res. A distinction may be made between four levels:

Individual ethics concerns individuals’ immediate action with reference to
themselves or their fellow human beings (I-1, I-you).

Personal ethics concerns persons’ immediate action within or between
groups (we—you).

Institutional ethics, also called structural ethics or frequently social ethics,
concerns mediate action: here, standards are provided by structures such as
institutions, systems, or laws. Individual action is strongly influenced by this.
People are able to modify these structures (I/we—it/structure).

Environmental ethics concerns people’s mediate or immediate action with
reference to the non-human environment (I/ we —nature).

Domains of trade ethics

Every domain of ethics (— ch.1.1) and thus also of business ethics and trade

ethics as part of the latter, has to do with all four levels of ethical action. This

results in the matrix of the graph on the left. In trade ethics, a distinction can be

made between the following sub-domains (this list is not exhaustive):

Professional ethics covers people’s responsibility at work from their choice of
an occupation to the way they pursue and modify it, until retirement, and all
the relationships connected with this; the family is an example. The focus is
on individual and personal ethics.

Management ethics covers the management of a company, particularly with
reference to employees and citizens. This involves all four levels of ethical
action, with individual and personal ethics being particularly important.
Business ethics covers all areas of corporate activity (jobs, product quality,
logistics, advertising, marketing, transport, choice of trading partners and
countries, etc.). All four levels of ethics are involved, with structural ethics
being of particular importance.

The ethics of domestic trade policy and of foreign trade policy cover all the
issues of economic policy at a macro level, which predominantly involves
structural and environmental ethics.

The ethics of trade/environment policy chiefly covers the impact of trade on
the environment and is thus concerned with environmental ethics.



1.5 Basic ethical questions

in the goods exchange chain

Production Purchase Sale Consumption Disposal

What? Need- Product-range Product-range Consumer- Disposal
oriented? planning? planning? oriented? planned
Market- Producer-/ Brand/label Demand- in production?
oriented? country- policy? oriented? Recycling
Plan-oriented? orientation? possible?

How much? Need- Turnover-/ Turnover-/ Health- and Minimized
oriented? profit- profit- sustainability- disposal
Market- oriented? oriented? oriented? volume?
oriented? Concentration Concentration
Plan-oriented? process? process?

Where? Appropriate From producer? Type of sale? Household? Appropriate

By whom? to location? Intermediate Shop concepts? Mobile to location?
Investment trade? consumption? Close to
policy poverty-  lts values and Other sites of consumption?
oriented? standards? consumption?

How? Production Transport Marketing? Consumer Sustainable,
methods? methods? Adverts? information/ save?
Working Working Working advice? Internalized
conditions? conditions? conditions? Label-oriented? external
Wages? Wages? Wages? costs?

Prices? Prices?

When? Production time Delivery time Shop opening Humane and In time and
proper proper hours? environmentally sustainable?
and humane? and humane? Working hours? sound?

For whom? Poverty- Poverty- Poverty- Poverty- Causation
oriented? oriented? oriented? oriented? principle
Fair Fair Fair Fair observed?
distribution? distribution? distribution? distribution?

© Stlckelberger: Global Trade Ethics
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5 Basic ethical quesElons n the gooas excliange chain

Fundamental questions of economic and trade ethics

What should be produced and traded in?

What goods and services are necessary for the world’s six billion people to live
in dignity (fundamental need orientation)? What goods and services are pro-
duced because there is purchasing power and a market for them (demand
orientation)?

How much should be produced and traded?

A volume has a decisive impact on the price, but also on the globalization and
concentration processes of production and trade. What measure is ethically
optimal? What cultural, world political and religious consequences have the
coercive power to increase volumes?

Where and by whom should production and trade be conducted?

The global production of goods is unevenly distributed. Africa’s share in glo-
bal trade is less than 2%. The ethical question addresses the possibility of a
fair balance in terms of output, need and distribution (— ch.3.2)

How should production and trade be conducted?

How should production methods, working conditions, wages, effects on the
environment and (peace) policies be ethically judged? Apart from product
quality, to what extent are production method issues relevant to trade or not
(according to a WTO majority view, they are non-trade concerns)?

When should production and trade be conducted?

The way the “production factor time” is treated is highly significant in ethical
terms, not only for the just-in-time concept.

For whom should production and trade be conducted?

How should target groups defined in the goods and service chain be judged
in ethical terms? Is the production of goods and services poverty-oriented,
wealth-oriented, middle-class-oriented, women-oriented or ethically, politi-
cally or religiously oriented?

These questions apply to the whole “life cycle” of products and services, from

planning to the procurement of raw materials, production, purchase, transport,

sales and consumption to final disposal. Some of these issues, albeit not all of

them by any means, will be introduced to the readers of this book, particularly

in chapters 4—6.

1



1.6 The historical development

of world trade and its ethics

Growth of world trade and worldwide production
1950-1998
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Export volume /
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1950=100 Source: Globale Trends 2000, p.370

The development of technology shapes
the development of trade

1750 1800 1850 1900 1950 2000 Future

Industrialization from steam engine to robot

Transport from railway to superjet

Communication from telegraph to mobile phone

Informatization Computers

Virtualization Internet

The development of trade is not only decisively shaped by technology,
but also by new financial market instruments and general political conditions.

12

© Stlckelberger: Global Trade Ethics



©__The historical Eevelopmenf of world trade and Its ethics

Technical and political factors of development

The general political conditions between liberalization and protectionism of
cross-border goods exchange are fundamental to the history of trade. Equally,
however, the development of trade has been shaped by the development of
technologies (— graph on the left), of financial instruments and minority poli-
cies (minorities that have been forced into trade). The conclusion of purchasing
agreements in the exchange of goods involves transaction costs. A trading
operation is a transaction cost specialist (M LLER, 1998, 125). Technologies and
financial instruments have a crucial impact on transaction costs. Trade ethics is
therefore also an ethical reflection of technologies (— ch. 4.10, e-commerce) and
financial markets (— chs.6.14—16) that have an influence on trade.

Religious and ethical factors of development

Religious and ethical factors have had a crucial effect on world trade again and
again. The great international “trading tribes” — Anglo-Saxons, Chinese, Jews,
Indians and Japanese — have always been profoundly influenced by the funda-
mental values of their religions (— ch. 6.20; KoTKIN 1996). The Old Testament ban
on interest, which was in force into the Middle Ages, had as great an impact on
trade as the fact that it was lifted by Calvin, who did so on the basis of ethical
rules (— ch.6.3).

Ethical trade has a long tradition

Although traders traditionally had a bad moral reputation in many cultures, the
quest for ethically responsible trade is as old as trade itself (— next chapter). Often,
individual personalities and trading firms fought for this. The battle for fairness
in trade also accompanied colonial trade, despite its exploitative practices. One
example will suffice: the Basel Trading Society, which evolved from the Basel
Mission and traded in the colonies, formulated in its memorandum of associa-
tion as early as 1859 that its object was “training people in fair-trade practices”,
which was recalled by Switzerland’s ambassador to Ghana in 2000 (P. SCHWEIZER,
2000, p.102).
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1.7 Excursion: World trade in the Bible

Trade in the Ancient Orient 2500 years ago
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The map reveals the widespread “world trade” in the Ancient Orient 2500 years ago,
with the global trade city of Tyre at the hub. (O = places according to Ezek. 27: 11-24
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-7 Excursion: World trade in the Bible

Tyre - a global trade centre: from flourishing trade...

The Phoenician city of Tyre, with its two ports on the Eastern rim of the Medi-
terranean, was one of the major trade centres in the times of the Old Testament
(OT). The main period of long-distance trade lasted from the second half of the
8th century to the first half of the 6th century BC. From Tyre, trade routes led
deep into the Arabian heartland and as far as China, North Africa, Spain and
the Mediterranean islands. Even in the ancient Orient, long-distance trade pro-
duced prosperity and growth. The prophet Ezekiel worked in exile in Babylon
from about 597 to 571 BC. He interpreted Tyre’s trade in theological terms. The
Book of Ezekiel (27:3—28:19) in the OT details the goods and trade routes and
praises them in all their splendour. In 585-573 BC, the city had to capitulate
before Nebuchadnezzar II, and in 332 BC, it was conquered and razed by Alex-
ander the Great. Chapter 27 bemoans the sinking of the grand ship of Tyre and
names two causes for the decline of flourishing trade. First, the king, owing to
his trade successes, turned himself into God: “thine heart is lifted up because of
thy riches ... thou has set thine heart as the heart of God” (28: 5-6). Second, the
king abuses his trading power for the purpose of exploitation: “By the multitude
of thy merchandise they have filled the midst of thee with violence, and thou
hast sinned” (28:16).

...to oppression...

King Solomon, too, was a trader. He owed his power partially to his policy of
occupying significant trade routes and controlling them by military means (2
Kings, 10:15). This confirms the natural affirmation of world trade, i.e. long-
distance trade that goes beyond domestic trade; it also indicates Solomon’s
dangerous proximity to pure power politics. Trade agreements were a matter of
course even in the times of the OT, for instance between Israel’s King Ahab and
Damascus (1 Kings 20:34). The slave trade, an offshoot of trade proper, particu-
larly from Tyre, was heavily criticized in the prophetic tradition: “You have sold
the people of Judah and Jerusalem to the Greeks, removing them far from their
own border” (Joel 3:6). Tyre “delivered up the whole captivity to Edom” (Amos
1:9). Moreover, there is criticism in the OT that profits are made particularly
from trade and do not sufficiently accrue to producers. The merchants of Tyre’s
neighbouring trading city, Sidon, also brought home riches: “And by the great
waters the seed of Sihor, the harvest of the river, is her revenue” (Isa. 23:3).

15



-7 Excursion: World trade in the Bible

...and fair trade

After the destruction of the trade metropolis of Tyre — according to the prophet
Isaiah — there will be opportunity for fairer trade. Tyre’s “merchandise and her
hire shall be holiness to the Lord: it shall not be treasured nor laid up; for her
merchandise shall be for them that dwell before the Lord, to eat sufficiently...”
(Isa.23:18).

Jesus: overthrown merchant tables by the Temple

In the New Testament (NT), trade is regarded as a matter of course as much as
in the OT. The NT’s appeal to change our ways means turning towards God and
to the justice of God’s kingdom. It is in this spiritual perspective — in the sense
of a perspective that is oriented towards God and thus towards fellow human
beings in a new manner — that Jesus’s casting out of the money-changers from
the Temple, which is reported in all four gospels (Matt. 21:12 par), may have to
be seen. In this manner, Jesus directs trade back to its justified but also limited
position on the way towards liberation and salvation. Once the view of God and
the kingdom of justice is no longer obstructed by the merchants’ tables, trade
may again be an instrument in the service of justice.

The prophetic call for fair trade is renewed in the Epistle of James: “The wa-
ges of the labourers who mowed your fields, which you kept back by fraud, cry
out, and the cries of the harvesters have reached the ears of the Lord of hosts.”
(James 5,4)

Trade is always seen in the eschatological perspective — i.e., the perspective
that takes into account the final things — of the coming kingdom of God. The pa-
rable of the money placed into trust until the return of the king (Luke 19:11—27)
makes this appeal: “Do business with them until I come back.” (v.13). The natural
activities of this world are supposed to be continued, not in one’s self-interest
but in the service of God. This eschatological perspective casts doubt on trust in
possessions (which are the result of trade) and so relativizes the importance of
trade for a life full of purpose. Thus the Epistle of James warns: “Come now, you
who say, ‘Today or tomorrow we will go to such and such a town and spend a
year there, doing business and making money’. Yet you do not even know what
tomorrow will bring.” (James 4:13f.). In the individualized view of the virtues ca-
talogued in the NT, the “sanctification of life” does not extend only to relations
with the family, with husband or wife, but also to professional ethics; e.g. “that
no one go beyond and defraud a brother in any matter” (1. Thess. 4:6).

16



Excursion: World trade in the Bible

In Revelations, there is a drastic description of the merchants’ despair and the

futility of the magnificent trade ships as a result of the decline of Babylon (Rev.
18,9-19).

Summarizing observations

1.

Trade, both as domestic trade and long-distance (international) trade, is
regarded in the Bible as natural and affirmed as a matter-of-course reality.
Long-distance trade was an important motor for growth and prosperity even
in the times of the ancient Orient.

. Then again, the texts reveal the transitoriness of trade relations — flourishing

world trade centres always have come and gone — and the various dangers

arising from their abuse. The prophets reveal the tightrope walk of trade: it

is judged as favourable, but at the same time criticized if it is associated with

expectation of salvation. The prophet revealed the limits of global trade

In Biblical terms, trade is fair if

— itis not abused for purposes of power politics (Ezek. 28:6),

— it does not oppress and exploit anyone (Ezek.28:16),

— it deals in goods, but not in people, i.e. slaves (Joel 4:4; Amos 1:9),

— grants producers a fair wage (Isa. 23:3),

— admits of redistribution, and of fair and widespread profit participation
(Isa.23:18).

. The NT texts place trade, like any other activity in life, into the perspective

of the kingdom of God and God’s justice. This is the yardstick against which
trade must be measured.

. Unjust and unfair trade kills. Just and fair trade enhances life. So direct and

simple — despite all the detailed differentiation — are biblical business and

trade ethics.
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1

.8 Globalization in business,

politics and ethics

Today

Global economy Global politics Global ethics
Vision

Global economy Global politics Global ethics

Harmonize development speeds by accelerating globalized politics and ethics while
decelerating the globalized economy.

Time lag: The global economy needs global ethics

The very different rates of globalization generate tensions. Economically, globalization
is highly developed; politically, far less so; ethically, the evolution of global ethics takes
avery long time. However, a globalized economy can only be sustained with globalized
politics and ethics and efforts to close the time gap.

18
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8 Globalization In business, pOlIEIcS and ethics

Today, one of the main determining factors in trade is globalization. Foreign
trade has always crossed borders, but never before has it been so compre-
hensively global and extensive. Trade ethics must therefore also try to assess
globalization in ethical terms; only a rough outline can be provided here.

“World”, “globe”, “monde”, “Welt” - or “oikos”?

These words are backed up by Weltanschauungen. The Anglo-Saxon “globali-

zation” and the French “mondialisation” are secularized terms for that which

encompasses the world, which in the Christian view of the world is expressed

with the Greek term “oikos”: the world as the common house, the House of God.

“oikos” has three topical dimensions:

m Economy: responsible husbandry in production and the fair distribution of ma-
terial goods.

m Ecology: the responsible use, maintenance and renewal of the natural foun-
dations of life.

m Ecumenism: the responsible community of people and peoples with different
religions and cultures.

This expresses a basically positive attitude towards the overall view of this pla-
net as “One World”, provided that this idea is dealt with responsibly.

In ethical terms, globalization has two faces

The definitions of and the literature about globalization are boundless (— Lite-
rature). A provisional ethical assessment of globalization is expressed in the fol-
lowing proposition, which is based on the fundamental values expounded in
chapter 3.

Globalization must be our goal if it involves an attempt to understand the world
as One Mankind and One Ecosystem together with their interdependence, as
long as it envisions fertile ground supporting life in dignity with a fair share for
everyone.

Globalization must be rejected if it involves an attempt to reduce the world’s
multiplicity to one standardized economic, cultural and political model which
is created by only a few agents, and in which the economy has priority over any
other sphere of life and action.
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1.9 Definitions: Fair, sustainable, ethical,

responsible trade

Sustainable trade
Sustainability

Fair trade
Justice

Ethical trade

Trade ethics Social/ecological
responsibility

Alternative trade
No exploitation

Responsible trade
Responsibility

The terms emphasize different fundamental values.

© Stlckelberger: Global Trade Ethics
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g Definitions: Fair, sustainable, ethical, respon5|5le trade

Fundamental terms reflect fundamental values

Ethically sound trade has been given a variety of labels in the last three deca-
des. These labels signal fundamental values and accents with various degrees
of emphasis. At the same time, they reveal that in a free-market economy, ethics
keeps trying to “market” itself as a “product” which is described as “new” and
slightly modified. What fundamental values and accents are behind the terms?

“Alternative trade”

Alternative trade (commerce alternatif, comercio alternativo) has been carried on
in aid of “third world shops” since the late 1960s, i.e. since the first decade of
development; it conceived of itself as a clear rejection of and an alternative to
prevalent world trade, which was regarded as exploitative. The first third world
shop was set up in the Netherlands in 1969; in 1970, there were already 100
shops there. The idea was to have the recent political decolonialization followed
by economic decolonialization and to help producers in developing countries
to become independent.

“Fair trade”

Fair trade (commerce équitable, comercio justo), which replaced the term
“alternative trade” in the mid-1980s, was coined when this trade went beyond the
niche shops to include large-scale distributors and commercial trade partners.
The epithet “fair” highlights the fundamental value of justice with fair pay and fair
prices, as do the adjectives “équitable” in French, “justo” in Spanish and “gerecht”
in German. Today, “fair trade” is the most frequently used designation of trade that
has particularly ethical characteristics. Many companies lay claim to a small “”;
a capital “F” precisely describes trade as carried out by fair trade organizations

(— chs.5.11, 6.8).

“Sustainable trade”

Sustainable trade (commerce durable, comercio sostenible) takes up the noti-
on of sustainability, which has been used worldwide ever since the 1992 World
Conference on Environment and Development in Rio de Janeiro. It focuses on
ecology and, as a rule, emphasizes the classic triangle of the economic, ecologi-
cal and social dimensions of sustainability (IUED, 2001).

21



g Definitions: Fair, sustainable, ethical, respon5|5le trade

“Ethical trade”

Ethical trade (commerce éthique, comercio ético) has had less currency to date but
is used in certain sectors, such as “ethical investment” or “ethics funds”. It descri-
bes an overall ethical responsibility in the sense of ethical management systems
but tends to emphasize social responsibility (or a combination of ecological and
social responsibility). It is frequently employed as an overall term for the above-
mentioned element, often with a certain lack of precision.

“Responsible trade”

Responsible trade (commerce responsable, comercio responsable) has not yet
achieved common currency, but I propose that it is capable of expressing an
agent’s comprehensive, equivalent ethical responsibility in trade with regard
to any stakeholders. The term “responsibility” is more comprehensive than the
term “accountability” that is often used in social economies. As far as religion-
based ethics is concerned, this also includes the responsibility towards God in
response to God’s call.

o

---- ASIAN
MARKET

Source: Swiss Coalition News 25/2000



Basics |
Methods of ethics

Trade business administration works with methods of product range planning,
pricing and profit-oriented controlling. Economics operates with, say, econo-
metric methods, while chemistry uses a wide variety of analytical methods. By
the same token, there are methods in ethics which enable us to reach transpa-
rent, comprehensible and communicable value judgements, explain the reaso-
ning that is behind them, and produce an analysis of their effects. As in other
disciplines, these methods are varied, and they are influenced by pre-scientific
premises and value assumptions.

Thus ethics is not simply “a feeling of what is right or wrong’, as is often ass-
umed. This feeling is important for our numerous daily decisions, since it is an
expression of internalized moral convictions with which we were brought up or
which we have worked out and condensed into our own overall view.

The following chapter is meant to provide a few “tools” for ethically responsible
decision-making (a detailed history of their origins, and an exposition of the reasons
for their use, would be beyond the confines of this book). Thus it shows, for instance,
the various levels of ethical commitment, seven methodological steps towards an
ethical judgment, types of ethical reasoning, methods of dealing with value conflicts,
compromises, ethical processes or factual constraints.

23



2.1 From fundamental values

to discretionary decisions

Degrees of the binding character of ethics

Discretionary
decisions

%OA
- [

Contextual values (maxims) S.
2

@\)\Q

Fundamental values (criteria)

Fundamental premises (axioms)
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7 From fundamental values to alscrehonary decisions

Values and standards

Ethical values describe those ethical foundations from which individual and
collective action takes its bearings, and against which it measures its correct-
ness and appropriateness. Values identify that which is valuable and worth
achieving. Value ethics (— ch.1.1) is based on widely applicable fundamental
values. Originally, value was an economic term (utility value, exchangeable va-
lue, real value, added value).

Ethical standards are often equated with values. The term “standard”, howe-
ver, is less concise and more ambiguous: standards may be a) empirically deter-
mined mean values, b) ideas, fundamental values or practical values, c) standar-
dized measuring units (such as the ISO standard), d) legally binding imperatives,
or e) aesthetic criteria.

Varying degrees of the binding character of ethics

The fundamental premise is the preliminary decision which cannot be substanti-
ated on rational grounds; it is a certainty based on experience and is confessio-
nal in nature: “I want to live”, “I am loved”, “I trust in God”.

Fundamental values are basic values/standards which are independent of
context and have long-term validity. They are also called criteria or ideal stan-
dards. They are characterized by the fundamental premise but can be under-
stood without it. Freedom and justice are cases in point; they are treated in
chapter 3.

Situational and contextual values, also described as maxims or practical
standards, must be distinguished from the fundamental values. Their degree of
bindingness is “medium” because they give the fundamental values a concrete
shape in relation to individual situations and conditions. One example is Sunday
working hours in a certain country in the light of the freedom of trade and social
justice. This is explained in chapter 6.

Discretionary decisions have least claim to overall ethical validity. They are
decisions where no fundamental ethics values come into play or where the va-
lue judgment may go one way or the other for good ethical reasons as, for ex-
ample, in the choice of the colour for the packaging of a product.
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2.2 Types of ethical grounds

Historical grounds for the Golden Rule

Humanist core:
principle of reciprocity

l

Point of view of
rational ethics:
principle of universalization

! }

Strategic reciprocity Ethical reciprocity
(teleological) (deontological)
do ut des: v
mutual exchange Unconditional mutual
of advantages recognition as persons

v

GoldenRule | | Christian commandment
of charity

Point of view of the
impartial onlooker
(Adam Smith)

|

777777777777777777777777777777777 Categorical imperative
i (Immanuel Kant)

Utilitarian
generalization criterion
(Marcus G.Singer)

i Discourse ethics:

e . regulative idea of the ideal

communication community
(K.-O.Apel, J.Habermas)

Source: Ulrich, 1998, 58
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ZZ__Types of ethical grounds

A) Different grounds for the same value

There are standards which are recognised by all types of Weltanschauungen but
are substantiated on different grounds. One of these is the Golden Rule, which
popularly runs: “Don’t do to others what you don’t want done to yourself.” In
Jesus’s Sermon on the Mount, it is formulated in positive terms: “Therefore all
things whatsoever ye would that men should do to you, do ye even so to them”
(Matt. 7:12). This Golden Rule can be substantiated in terms of rational ethics,

religion or utilitarianism, as the graph on the left shows.

B) Different grounds for different values

The types of ethical argumentation listed below, however, often result in greatly
differing, indeed contradictory, values, aims and decisions. Thus the Golden
Rule will not be accorded any great importance by the ethics of power whose
supreme value is the preservation of (one’s own) power.

C) Main types of ethical grounds

These very simplified types overlap in many places.

m Religion: Good is whatever God has revealed as good (in different religions
through holy scriptures, believers, or nature).

m Rational ethics: Good is whatever reason recognises as good; i.e., whatever
can be rationally understood on the basis of experience and tradition.

m Utilitarianism: Good is whatever produces the greatest benefit for the
greatest number of people.

m Behaviourism: Good is the behaviour normally displayed by the average hu-
man being.

m Eudaemonism: Good is whatever increases my happiness.

m Power ethics: Good is whatever serves the attainment/preservation of power.

m Situation ethics: Good is whatever is appropriate to any individual situation.
There are no timeless fundamental values.

m Conviction ethics: It is not the objective action that is decisive, but one’s inner
conviction/motivation/intention.

m Responsibility ethics: Good is everything whose consequences are good.
Only the real effects and consequences of an action are decisive, not the mo-
tivation that has led to them.
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2.3 The seven steps towards an ethical decision

Ethical decision-making process

1
Definition
of the problem
/ ~
7 2
Check on L L Analysis
adequacy of the situation

6 3
Ethical Option of
decision i
5
Examination 4
of binding . Examination
character of values

The seven steps show the process whereby standards are substantiated and chosen.
This is followed by a process in which the standards are put into force and enforced.
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73~ The seven SEEPS fowards an ethical decision

An ethically reflected decision is not simply a feeling, as many would appear

to think, but is as clearly structurable in terms of methods as the solution of

a logistics or management problem in a company. The seven methodological

steps by the theological ethicist, Heinz Eduard T pt (— Literature), are widely

applied today.

The seven steps towards an ethical decision

1.

Definition of the problem

Answer the questions: What is the actual ethical problem? What ethical que-
stion do we need to answer? To what extent are our own interests involved?
What is the ethical conflict?

. Analysis of the situation

For what situation(s) must the problem be solved? Conduct an empirical, if
possible interdisciplinary examination of the real contexts, their common de-
nominators and differences.

Options of conduct

State the possible (and seemingly impossible) options, alternatives and sce-
narios for action. Formulate possible aims, one of which will have to be cho-
sen, and establish the means that are necessary for their achievement.

. Examination of standards

On what values is the decision supposed to be based? On what fundamental
values, in particular, and on what grounds? On what situational maxims? On
what preference rules?

Examination of binding character

To what extent do the options of conduct and the values examined imply an
ethically and communicatively binding character above and beyond subjec-
tive value preference?

. Decision

Now make the ethically justifiable decision on the basis of the first five
steps. In particular, make sure that a connection is established between fun-
damental values that are independent of the situation, and that the context
is taken into account.

. Check on adequacy (ethical controlling)

When the decision has been made and its consequences are discernible, de-
termine whether the decision was appropriate to the problem, its analysis
and the values involved, or whether it must be ethically corrected.
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2.4 Preference rules in value clashes

Solving value conflicts

Value conflicts

Solution1: One absolute value

A A
C
B
B C
One value prevails over all the others.
A, B, C = fundamental values No sustainable solution.
Solution 2: Value relations Solution 3: Preferential rules
C
1
B
A T A
3 2
+ c If situation X,

The values are placed in relation to
each other (relationality)

then priority of C over B and A

P1

1 P2

P3

If situation Y,
then priority of P1 over P2 and P3
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77 Preference rules in value clashes

Value clashes

Both fundamental values and practical values often clash with each other. This
reflects differing needs, points of departure, interests, aims and possible courses
of action. The clash between ecology and economy is among the most difficult.
How can we find an ethically responsible solution to value clashes?

Rendering one fundamental value absolute

This is often done in that one fundamental value is rendered absolute, with the
consequence that corresponding countermovements are triggered, which in
turn are subject to the danger of a one-value dictatorship. For example, solida-
rity rendered absolute leads to repressive communism, and freedom rendered
absolute leads to untrammelled capitalism.

The relational nature of fundamental values

The relational nature of fundamental values, i.e., the fact that individual funda-
mental values are inter-related with each other, means that they are not absolute
in nature but positioned in relation to other fundamental values or even their
opposite values (complementarity). This allows for interrelated ethical action
which takes its bearings from value systems. For example, relational freedom
leads to freedom in solidarity, and relational solidarity leads to solidarity in free-

dom.

Preference rules/value judgments

Preference rules attempt to solve a value clash by fixing a set of priorities re-
garding fundamental or practical values. The basic structure is as follows: in si-
tuation X, fundamental value (criterion) C is given preference over fundamental
values B and C; in situation Y, fundamental values A and B are both recognised,
while practical value (maxim) P1 is given preference over practical values P2
and P3.

For example, there is a value clash between “prosperity for everybody” and
“ecological sustainability” in that an increase of foodstuffs production and their
worldwide trade/transport may result in ecological damage. Here, a preference rule
may stipulate as follows: if the short-term satisfaction of needs may result in the
destruction of long-term basic necessities, then the protection of such basic neces-
sities is preferable to the consumption of goods that are not necessary for survival.
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2.5 Ethics and compromise

Ten compromise guidelines

1. Compromise

Possibilism/dynamic

2. Compromise

Pragmatism/static

stop

3. Compromise

Recognition, fundamental values

4. Compromise

Provisional, not definitive

5. Compromise

Strengthen the weaker party

6. Compromise

Settle conflicts

Cover up conflicts

stop

7. Compromise

Quick, to avoid victims

8. Compromise

Established in public

9. Compromise

Legitimize dictatorships

stop

10. Compromise

Destroy basic necessities

stop
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75 Ethics and compromise

Decisions which have to be made by different interest groups almost always
involve compromises. Ethically justifiable political, corporate or personal (e.g.,
consumption-oriented) decisions thus face the question as to whether a com-
promise is in order, and if so, whether it is ethically acceptable or not.

The definition of compromise

A compromise is a process whereby, voluntarily or under pressure, interests are
balanced so as to achieve parts of clashing interests while both parties agree
not to achieve their respective aims in full.

Types of compromise

a) Two areas:
A social compromise entails the balancing of interests between social groups,
companies, governments, etc. An ethical compromise weighs up values, rules
or ethical instances.

b) Three levels:
With an intrapersonal compromise, a human being attempts to weigh va-
rious values internally. Interpersonal compromises are made between peop-
le, institutional compromises between institutions.

¢) Two qualities:
A tactical or sham compromise does not involve any material decisions; in-
stead, a formula is agreed upon which can be interpreted in different ways.
A genuine compromise, however, paves the way for a feasible solution, with
both parties relinquishing part of their claims.

d) Two intensities:
A democratic compromise is a contractual compromise of balanced interests.
Brotherly/friendly compromises are based on the consensus of communities
with similar objectives. However, these are prone to “repressive brotherliness”
exercised by authorities of such communities.

e) Two schedules:
A distinction can be made between provisional and definitive compromises.
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75 Ethics and compromise

Justifications for compromises

The justifications for compromises, like the justifications for their rejection,
varies a great deal according to the theological or philosophical approach that
is used. Compromises may be justified in terms of responsibility ethics, peace
ethics, anthropology, the doctrine of creation, Christology or eschatology. This
cannot be treated in any more detail here (for more, cf. ST CKELBERGER 1988,

PP- 496-501).

Compromise guidelines

1. A compromise is justified if it constitutes a means towards the end of ethical
values and aims. It thus corresponds to possibilism, which always strives for
the best possible solution. It is constantly given direction according to ethical
aims.

2. A compromise must be rejected if it is seen as a limited value in itself. An ethi-
cally acceptable compromise is thus distinct from pragmatism, which refrains
from the realization of wide-ranging aims.

3. No compromise is ethically acceptable with regard to the recognition of and
basic aspiration to fundamental values (— ch.3) and human rights. However,
compromises are admissible and necessary when it comes to value judg-
ments and to the social implementation of fundamental values.

4. As a rule, ethically acceptable compromises are provisional compromises
made with the intention of replacing them with ethically better compromises
at a later date.

5. As a rule, a compromise should be of advantage to the various parties invol-
ved. However, it should provide the weaker parties with more advantages
than the stronger parties, in support of the fundamental value of commuta-
tive justice (— ch.3.2).

6. A compromise is good if it helps settle conflicts. It should not be made when
it covers up conflicts. The time of the conclusion of a compromise is at its
ethical best when, in relative terms, the conflict can be resolved best.

7. Exceptionally, a compromise that works faster but is worse with regard to the
attainment of the aims involved must be preferred to a better compromise if
this serves to prevent the sacrifice of human or animal life.

8. Because a compromise that has been established in public enjoys a democratic
basis, it is usually ethically better than a compromise that has been worked out
at the exclusion of the public.
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D Ethics and compromise

9. The rejection of a compromise may be justified if a compromise which must

10.

be regarded as ethically unacceptable (e.g., according to guidelines 3 or 6)
would only serve the reinforcement of misanthropic power, such as the legi-
timation of a dictatorial government through trade agreements.

Not all areas of conflict allow for compromise. The rejection of compromise
is ethically imperative if a compromise destroys life and basic necessities, or
does not lessen the dangers being faced.
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2.6 Ethics as a process

Process-oriented ethics

v

v

In process-oriented ethics, the direction in which individual or collective conduct deve-
lops, and the speed of ethical change, are almost as important as the point of departure
and actual practice.

Numbers 1-7 designate various agents with varying points of departure and varying
duration of ethically reflected action. The ellipsis indicates the limits of what is defined
as ethically acceptable.
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.o Ethics as a process

Static benchmarks

As a rule, the rating of companies according to ethical criteria (— ch. 4.11) mea-
sures and assesses a certain conduct and thus the state of a company at a cer-
tain point in time. Defined benchmarks are used to measure whether a com-
pany satisfies certain financial, ecological, social and societal criteria, or not.
Accordingly, a company may be granted a fair-trade or bio label, meet an ISO
standard, be given a score from a rating agency for ethical investment, or sign a
code of conduct and give evidence of compliance with it (= chs.4.1-4.7).

Process-oriented ethics

This static view is helpful and often necessary for the measurability of ethical
conduct. As far as the factual improvement of conduct is concerned however,
the direction in which a company, non-governmental organization or govern-
ment trade institution is moving, is of equal importance. If an agent is moving
in the direction of a relatively more ethical type of conduct, this must be rated
positively in ethical terms even if he is still lagging behind others. If, say, an indu-
stry that has traditionally been damaging to the environment has made efforts
and thus contributed to the solution of the problem, those efforts may be even
greater than those of a service industry which has few environmental problems
and satisfies environmental criteria more easily.

This relational view regards present practice not only in relation to an abso-
lute point of reference but assesses it in relation to the agent’s relative point of
departure. However, even if the point of departure is unpropitious, the frame-
work of fundamental values (— graph on the left) must still be respected totally.

Transition labels

This results in process-oriented labels, such as “transition labels” They charac-
terize companies in transition towards more ethical conduct. More information
about labels may be found in chapter 4.5.
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2.7 Factual constraints

or decision-making options?

Types of structural constraints

Structural constraints

Structures of nature Historical structures

AN, o

Immutable laws of  Nature changed by Changeable in the Changeable in the
nature human beings long term short term

A

Political, economic, cultural Political, economic, cultural

E.g.,genetically E.g.,“laws” of the E.g.,shop
E.g.,gravity modified organisms market economy opening hours

Bandwidth of possible action

great 4 (@ “The normativity of the factual”

(economic) determinism
(2 Repression of structural realities

b= illusion of almost absolute freedom
g (3 Scope of action of varying size
2

o

o

©

5 @ @ and (2): ethically inadmissible
2

S

@

small Decision-making freedom great
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77 Factual constraints or aeclsmn-maklng options?

Types of structural constraints (“factual constraints”)

So-called factual constraints — an apter name would be structural constraints —
consist of two large categories: structures that exist independent of human in-
fluence, and structures which have been created by humans and have become
historical. Natural laws are unchangeable and cannot be influenced. Owing to an
increase in interference with intrinsically natural structures, however, the border-
line between nature and culture is becoming increasingly blurred, and thus the
proportion of historical structures becomes greater. With regard to these, the long-
term or short-term character of changeability is of particular ethical importance
to us fast-moving people. In the special legal structures and “constraints”, there is
a tension between law and ethics, legality and morality.

The bandwidth of possible action

The smaller the structural constraint, the bigger the possibility of immediate ac-
tion. The bigger the structural constraint, the greater the necessity for the me-
diate assumption of responsibility through structural change. In this context,
two extremes are ethically inadmissible (graph, bottom, areas 1 and 2). What
is perceived as unchangeable (factual) must not be elevated into an ethical
standard; this “normativity of the factual’, these “naturalistic fallacies”, negate
decision-making options and thus ethics per se. Yet the repression of structural
realities is also inadmissible since it precludes any responsible relationship with
the structures in question.

Responsible treatment of structural constraints

m Establish what type the structural constraint is (— graph on the left).

m Indicate the value premises of so-called “factual constraints”, e.g. the “partia-
lity of factual constraints” in the market economy (P. ULRICH).

m Consult structural/institutional ethics (— ch.1.4) to serve as an ethics for the
change of existing structural constraints.

m Determine the temporal dimension of the changeability of structural con-
straints in order to discover possible courses of action.

m Name the agents that may bring change despite structural constraints. The
greater the power, the greater the responsibility.

Aim: to discover the potential for decision-making in order to be able to assume

ethical responsibility.
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2.8 "For the good that | would, | do not:

but the evil which | would not, that | do.”

Ethics is concerned not only with great aims and values but also with their prac-
ticability. At the same time, one of the most painful basic human experiences is
the one that was expressed by Paul: “For the good that I would, I do not: but the
evil which I would not, that I do.” (Rom. 7:19). This leads us to the contemplation of
human nature: the question as to the evil and destructive elements in every
human being, the desire for the forbidden fruit, the difference between intenti-
on and actual action (which is evident in every survey of consumer behaviour),
guilt and liberating forgiveness, and the driving forces behind ethical conduct.

Christian ethics is predicated on a realistic view of human nature in that it
assumes every human being, no matter how virtuous he or she appears on the
outside, to possess an unfathomable destructive potential. However, Christi-
an ethics does not stop there fatalistically but shows ways out of this trap at
the same time: the insight into and the admission of this incapacity liberates
people from know-it-all behaviour, the repression of guilt and the absolutisms
and fundamentalisms (economic as well as religious) resulting from this. The
perspective of forgiveness liberates people from the compulsion to claim in-
nocence! It opens their eyes to realistic steps towards ethical responsibility wit-
hout people having to defend and justify their conduct as being “no worse than
that of others”. It also liberates people from individualistic narrowness and leads
them towards the perception of “structural evil”, i.e., of life-destroying structu-
res such as institutionalized border crossing connected with the compulsion to
grow, or in collective addiction behaviour.

(Trade) ethics also looks for interdisciplinary cooperation with business
psychology, business sociology, business pedagogics, with consumer sociolo-
gy, environmental psychology, etc. It takes into account the result of motivation
research in that, for instance, competence motivation is accorded more weight
than deficiency motivation, and in that it emphasizes the affective significance
of business-ethical values.
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Fundamental values

The notion of “value” in ethics and the economy
In ethics, “values” denote orientation standards and objectives which guide and
steer people’s actions. They are constitutive for every cultural, social and econo-
mic system and thus also for economic action. In the economy, “values” denote
the exchange, utility and capitalized value of goods, and serve as a yardstick for
their scarcity. Their value is measured against demand, usefulness and relative
rarity. “Value” also denotes the financial earning power of companies (sharehol-
der value). The economic notion of value is older than its ethical counterpart.
Fundamental values are primary values/standards that are independent of
any context and possess long-term validity. They are also called criteria or ideal
standards (— ch.2.1). They are characterized by preliminary decisions referring
to experience or Weltanschauung (fundamental premises) but can be under-
stood without these. Fundamental values inform, for instance, corporate objec-
tives and guidelines but indirectly also shape day-to-day decisions.

To be distinguished from fundamental values:

Fundamental rights are basic rights guaranteed by a constitution, economic
freedom being a case in point. They are formulated in the early part of a con-
stitution; in the Swiss Federal Constitution, they are contained in articles 7—36.
Fundamental values are the basis of fundamental rights but are not exhausted
in them since ethics transcends what can be fixed in law.

Maxims/practical standards are context-related, concrete expressions of fun-
damental values. They are not treated in chapter 3 but in the following chapters
which deal with ethical standards.

Value-related order principles are basic structures in society as a whole or
in its parts, such as constitutionality, the market economy or the WTQO’s non-
discrimination principle.

Value-related institutions are institutions which embody certain fundamen-
tal values and implement them institutionally. Examples are political parties,

associations, religious communities, government, and marriage/partnerships.
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3~ Fundamental values

The tree of fundamental values

(The interdependency of the eleven fundamental values)

10 1"

Fundamental premises

Eleven fundamental values

Preservation of life, justice, freedom, sustainability, peace, solidarity, dignity, partner-
ship, trust, power-responsibility, forgiveness.

The eleven fundamental values explained in the following chapter constitute a tree. They
overlap in many places. No fundamental value must be rendered absolute; rather, they
must all be practised in their relations with each other (relational nature; cf.ch.2.4).
Each branch contains a living part of the whole tree. Accordingly, it does not matter
which fundamental value you choose as the starting point for your reading or action.
What is of crucial importance is that it will lead you to the other fundamental values.
The tree of fundamental values is rooted in experience-related and worldview-related
fundamental premises (ch. 2.1).
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3~ Fundamental values

Eleven fundamental values
What fundamental values should provide business ethics, and trade ethics in
particular, with a basis? In view of the acceptability and coherence of human ac-
tion, they must basically be the same that apply to any other spheres of action.
This trade ethics is based on eleven fundamental values, which are described
below. Their intrinsic substance is of extreme importance. Their grounds have
been explained elsewhere (— Literature); they must be largely omitted in this
book (about practical standards, —* chs. 4—6).

Roots (fundamental premises) of these fundamental values

General basic human experiences and insights

m [ want to live.

m I cannot live/survive on my own, but only in a community.

m All of us humans want to and should live/survive in dignity.

m Other human beings and fellow creatures have a right to life and a will to live which are basically
comparable to my own.
I cannot generate my own life. It is given, a gift.

[ ]

m The world as a creation is beautiful and rich in diversity.

m The discovery of foreign things is an enrichment but also creates fear.
]

I make mistakes and need an opportunity to restart again and again.

Specifically Christian basic and religious experiences

m God as the magnificent Creator wants life in its diversity. Our astonishment at and gratitude for
this creation are the foundation of responsible action.

m God as Jesus Christ wants to save life, not destroy it.

m God as a liberating spiritual force is basically able to work in all human beings. All human beings
receive their inalienable dignity and their rights from God.

m God is communication. For a successful life, human beings need communication and community,
and also a religious community which includes communion with people of different religious
convictions.

m Community and peace require a fair distribution of goods and rights.

® Human decision-making freedom is an expression of the love of God. This also includes the free-
dom to carry out destructive acts. Forgiveness vanquishes despair.

m God adheres to the covenant with humankind, indeed with God’s entire creation, despite repea-
ted failure, and always enables us to start again.

m Life on earth is not everything, “only” the great foretaste of greater, eternal abundance. The sere-

nity arising from this assurance liberates us from gread.
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3.1 Preservation of life

Dimensions of poverty

Lack of material Short life
resources

The dimension may overlap in
different ways.

llliteracy Exclusion

Dimensions of the preservation of life

Vital resources: Health
food

clothing

housing

The dimension may overlap in
different ways.

Education Relationships
Access to Security
information

Source: UNDP 1997/Author’s own layout
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3 Preservation of life

The simple preservation of life is indeed a great aim, considering that some 800
million people still suffer from hunger, millions of small children die, and people
are killed in wars. The fundamental value preservation of life means the creation
of the material, psychological and intellectual conditions for human and non-
human life to be able to evolve in their basic functions. The preservation of life
is the prerequisite for the realization of life as aspired to in fundamental values
such as freedom, justice and participation.

The fight against poverty: an economic aim

The fundamental value preservation of life implies a poverty-oriented develop-
ment and economic strategy, such as has been pursued by the UN Development
Programme (UNDP) for some time, and by the World Bank since the late 1990s.
The causes of poverty include not only a lack of food, clothing and housing,
but also a lack of education, health and social integration (— graph on the left).

Basic-need-oriented welfare economics
For business ethics, the fundamental value preservation of life also means eco-
nomic activity that takes its bearings from basic needs. An “economics of more
and more for fewer and fewer people” is replaced by an “economics of enough
for all” (the expressions were coined by GoupzZWAARD/DE LANGE, 1990). Accor-
ding to the strategies for the fight against poverty, basic needs include not
only all the material necessities of life, but also education combined with access
to means of communication for people to be able to provide themselves with
information, and a network of relationships which in turn provides security.
Welfare economics — from Adam Smite’s Wealth of Nations (1776) to Arthur
Picou’s The Economics of Welfare (1920) and Vilfredo Paretos New Welfare Eco-
nomics (1927) — looks for an optimal increase in economic welfare. It does not,
however, solve the important problem of justice with regard to distribution and
the “option for the poor” (— ch.3.2). In any case, trade in goods and services
plays a central part in the implementation of the fundamental value preservati-

on of life.
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3.2 Justice
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3.7 Justice

Fairness in trade means fair conditions of exchange. This is a cornerstone of the
economy in general and of trade in particular. In a future-oriented business
ethics, the fundamental value of justice pertains to the following ten aspects:

1. Performance-related justice: justice with regard to performance means that
every person (indeed every living being, wether human or not) who is invol-
ved in the production, trade, sale or disposal of a product must be given their
due on the basis of their performance.

Justice with regard to performance allows for a fair assessment of and compensation for perform-
ance. In trade, this is reflected in a fair exchange in the purchase and sale of products, with the
entire production chain from the raw materials down to the end-user and the disposal process

being taken into account.

2. Needs-related justice: justice with regard to needs means that a fair exchange
of goods must take into consideration human need, i.e., the subsistence mi-
nimum and a dignified life.

Apart from performance, human need is the second criterion for economic justice. The fact that
human beings are more than their performance and do not acquire their salvation through per-
formance is at the core of the Christian view of humankind. Justice with regard to performance
and justice with regard to needs are not opposites but must complement each other because
the dignity of human beings and their non-human environment is respected best when both
efficiency and its limits and people’s dependence on the performance of others is recognized as

a criterion for a humane life.

3. Distributive justice: justice with regard to distribution ensures that goods are
distributed fairly, while performance and needs are taken into measured con-
sideration to pursue the aim of social equalization.

The shares of countries and continents in world trade are far apart and are growing even
further apart; this distribution is an urgent problem of justice. The ethical acceptability of mar-
ket mechanisms and government and multilateral liberalization or regulation policies must be

measured against, among other things, whether they facilitate or inhibit fair distribution.

4. Justice as equal treatment (among other things, with respect to gender): this
allows for equality of opportunity.
Equality is a central characteristic of justice throughout the various ethical conceptions of justice.
The equality of all human beings is substantiated differently in the different ethical approaches.

For theological ethics, equality in terms of the precept of equal treatment is substantiated in

various ways: in the theology of creation, by the proposition that all human beings are a living
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Justice

image of God; in Christology (in terms of Christ), in Jesus Christ’s offer of liberation, which is
addressed to everyone; and in pneumatology, by the spirit of love through which we respect our
neighbours as ourselves. The principle of equal treatment and equality of opportunity is also of

particular significance in terms of the equal treatment of genders.

Participatory justice: justice with regard to participation means the fair, ap-
propriate participation in decision-making of all those involved in an econo-

mic process.

Justice is not an absolute quality but must be jointly renegotiated and developed according to the
above-mentioned criteria for every new context. Justice is a participative process. This participati-
ve structuring of the world economy concerns all the levels from the small producer negotiating a
fair price, to democratic participation in the establishment of national trade policies, and to
equal rights in government cooperation for the negotiation of international treaties. Fair partici-

pation is an essential instrument capable of reducing the number of trade conflicts.

. Ecological justice: justice with regard to ecology means a sustainable use and

fair distribution of resources, as well as a reduction in and a fair distribution
of ecological burdens. A fair distribution of resources and burdens extends
to three dimensions: between generations living today, between today’s and
tomorrow’s generations, and between human beings and their non-human

environment.

When distribution conflicts arise, justice with regard to ecology stipulates the preference rule
that the elementary needs (basic needs) of today’s or future generations or the non-human en-
vironment have priority over the non-elementary needs of today’s or future generations or the
non-human environment. The right to a subsistence minimum (— ch.3.1) has priority over the
right to self-realization (— ch.3.3). One of the prerequisites for ecological justice is the cost trans-
parency in relation to goods. Ecological justice also contains an eminently peace-securing di-
mension since the fight for resources is one of the most frequent causes of conflict (— ch.6.21).
Trade is ethically acceptable when it does justice to the environment and does not appropriate

any access to and use of scarce resources by violent means.

. Allocation-related justice: in terms of business ethics, justice with regard to

allocation means the fair placement and weighting of production factors,
with the other nine aspects of justice taken into due account.

Allocation — i.e., the allocation of the production factors land/natural resources, labour and ca-
pital both in weighting and in geographical allocation — is one of the economy’s major tasks.
Trade, the worldwide movement of production factors, plays a central role in this. The relation
between the global and local dimensions is a problem of this aspect of justice. Trade is fair when
allocation is fair. In a market economy, allocation is primarily carried out through pricing. This is

why in market-economic conditions, fair prices are crucial for allocation to be fair.



3.7 Justice

8.

10.

Relational justice: justice with regard to relationships views a trading partner
not merely as an economic object and a homo ceconomicus who creates
maximum benefits, but also as a human being with whom a relationship is
developed.

The globalized economy results not only in a rapidly increasing mobility of goods, but also of
people and of relations between trading partners. “Loyalty” to a producer, or of consumers to a
brand or firm, is rapidly decreasing. This aspect of justice raises the question as to how this mo-
bility of relationships, which in many trading sectors is almost total by now, can be replaced by
a humane mixture of long-term and changing trade relations without keeping flagging produc-
tion structures artificially alive. A humane economy always measures economic aims against the

wellbeing of people, and thus also of trading partners and their personnel.

Procedural justice: justice with regard to procedures means calculable,
constitutional (publicly and privately) regulated, transparent, corruption-free
and thus fair procedures in trade relations.

Justice with regard to procedures is a necessary constituent, particularly of justice in terms of
equal treatment and impartiality, but also in relation to justice with regard to performance, par-
ticipation and distribution. In trade relations, monitoring, the continuous surveillance of and

checks on compliance with trade criteria, is a necessary component of fair procedures.

Interlinked justice places the various aspects of justice in relation to one ano-
ther as in a network since no aspect alone is tantamount to justice as a whole.
This interlinkage also prevents justice from being rendered absolute. It safe-
guards the relations (relational nature) with and the equilibrium between the
other fundamental values.

Every fundamental value can become a negative value if it is rendered absolute. The basic ethical
value of love unfolds in various fundamental values such as reconciliation, freedom, justice, human

dignity, solidarity, etc., which, however, only lead to love if they remain related to one another, rela-
tional, interlinked. This is particularly true for the balance between freedom and justice.
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3.3 Freedom
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5.5 Freedom

Freedom is the prerequisite of ethical action. It is only with freedom of choice
that responsibility can be assumed (— Power/responsibility, ch.3.10). Everyone
wants freedom, but everyone means something different by it. This trade ethics
is based on the following understanding of freedom:

Free from... constraints

Freedom from something is central to the general understanding of the term,
particularly freedom from restrictions such as are caused by government regul-
ations or interhuman standards and limits. In ethical terms, this also extends to
the acquisition of freedom from so-called factual constraints (— ch.2.7), from
the compulsion of growth, from greed, generally from any life-destroying ac-

tion.

Free for... solidarity

The freedom from something must lead towards a freedom for something. Only
those who are free not only from destructiveness but also free to do good will
be able to act ethically. This involves being free for love and solidarity towards
other people and creation as a whole, free for commitments and community,
and thus for the recognition of social systems and legal systems which not only
protect one’s own freedom but also the freedom of others. In this context, the
measurement of freedom is love and community. Freedom and the obligation
to serve the common good are two sides of one and the same coin.

The Protestant churches of Europe jointly described the Christian conception
of freedom as follows: “Freedom is not merely compatible with ‘love], it is love.
Freedom grows in the community, particularly in a community with the victims
who remind us of our responsibility. It is in the efforts to attain harmony with
creation that freedom will grow.”
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5.0

Freedom

Ten dimensions of freedom

1.

10.

52

Personal freedom means physical and mental wholeness, the free movement
of persons and the free choice of allocation, the possession of material and
immaterial goods to preserve life.

. Economic freedom means the scope of action in production, trade, sales and

the disposal of goods, ideas and services, and the free choice of an economic
system.

. Ecological freedom means being free from emissions, damage, inestimable

ecological risks, and from the fear of the destruction of the foundations of life.

. Ideological freedom means religious freedom and freedom of conscience,

freedom of speech and information, and the free choice of language and
culture.

. Social freedom means freedom of assembly and association, the freedom to

form a coalition, and the freedom of expression.

. Democratic freedom means the possibility of participating in political and

social decision-making processes.

. Freedom of the weaker person means safe havens against the abuse of free-

dom by stronger persons.

. Freedom for commitments means the will and ability to depend on others in

the service of a greater common whole and to avoid isolation and autarchy.
Trade, in particular, fundamentally thrives on exchange and relationships.

. Freedom for solidarity means being free from a one-sided pursuit of mere

self-interest, and being free for other people’s freedom as a prerequisite of
community.

Interlinked freedom considers the various aspects of freedom to be interlin-
ked as in a network, since no one can be free on his or her own. Interlinked
freedom is also concerned with the connection and equilibrium with the
other fundamental values.



3.4 Sustainability

The definition of sustainability

Sustainable development enables the present generation to live a life in dignity
without endangering the life in dignity of future generations or the non-human
environment.

This definition of sustainability derives from that expressed in the
Brundtland Report which also provided the basis for the 1992 UNCED Con-
ference in Rio de Janeiro: “Sustainable development is development that
meets the needs of the present without compromising the ability of futu-
re generations to meet their own needs.” However, the above definition
has been extended by two essential elements. First, the notion of “needs”
is backed by the very important basic needs strategy of the Brundtland Re-
port. “Life in dignity”, however, transcends the satisfaction of basic (material)
needs. Also, “life in dignity” is a value that allows for greatly differing cultural
interpretations. Second, my own definition includes not only future gen-
erations, but nature, and does so explicitly, not merely implicitly. The non-
human environment, too, possesses a dignity that is independent of man.

The five dimensions of sustainability

m The economic dimension of sustainable development covers the production
and (fair) distribution of goods and services for an existence in dignity for
present and future generations and for nature.

m The ecological dimension of sustainable development covers the preserva-
tion of the basic necessities, resources and eco-systems for an existence in
dignity for present and future generations and for nature.

m The social and political dimension of sustainable development covers the
fair equalization of interests through everyone’s participation in all the vital
decisions for an existence in dignity for present and future generations and
for nature, and social peace in particular.

m The cultural dimension of sustainable development covers the function of
culture as the generator of identity and community for an existence in digni-
ty for present and future generations and for nature.

m The religious dimension of sustainable development covers the function of
religion as a generator of identity, community and meaning for an existence

in dignity for present and future generations and for nature.
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Sustainable development indivisibly contains
ecological, economic and social dimensions.
To this extent, there is extensive international
agreement (in theory; not in practice). The cul-
tural and religious dimensions of sustainability
have so far been rather neglected and must

be taken into more careful consideration, also
with regard to trade.
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5.4 busEalnaBlIlty

The interdependency of the five dimensions

No biodiversity without cultural diversity. No economic sustainability without
a respect for religious diversity. No social and political sustainability without
cultural and religious sustainability.

The five dimensions of sustainability are indivisibly interconnected; this fact
has consequences for sustainable trade. Development cannot be sustainable if
one of the dimensions is missing or is not placed in relation to the others.

One example may suffice: conflicts about the extraction of raw materials in the
living space of indigenous peoples, or growing religious fundamentalisms resul-
ting from a disregard of the religious dimension of globalization strategies and
trading activities are signals that sustainability must fail unless it includes cultural
and religious understandings and makes efforts to achieve careful and slow trans-
formation based on interfaith dialogue. The serious religious conflicts in Indone-
sia, a country that was previously a model of religious coexistence, give evidence of
the economic setbacks that may be produced. For this reason, there can be no
economic sustainability without religious sustainability through respect for
religious diversity. Any promotion of trade by means of one-sided economic
modernization strategies fails again and again or suffers severe setbacks if the
religious roots of values in the society concerned are not taken into account.

The social dimension of sustainability is also concerned with social peace in
particular. Economic and ecological sustainability is impossible without social
peace, which points towards the next fundamental value, peace. This dimension
must be more strongly developed in the concepts of sustainability. The physi-
cist and philosopher, C. F. von WEIzs CKER, expressed it pithily: “No peace among
people without peace with nature. No peace with nature without peace among
people.”
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3.5 Peace
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5.0 Peace

Just as the fundamental values of freedom and justice are basically undisputed,

so is peace: everyone wants peace, but everyone understands something di-

fferent by it. Far more than the terms peace, paix, Friede, the Judaeo-Christian

notion of shalom is more comprehensively expressive of a holistic view.

The basic value of peace with its eight dimensions

1.

Peace as the absence of military warfare means the absence, between or in-
side nations, of conflicts which are armed and involve physical violence.

. Peace as non-violent conflict resolution means the ability to settle conflicts

without violence from a local level (no small arms) to the global level. Peace
does not mean that there are no conflicts.

Peace as fair economic competition means the rejection of life-destructive
economic and trade wars; it means economic activity based on equal oppor-
tunity.

. Peace as the just distribution of natural resources means the renunciation of

the violent appropriation and defence of basic necessities. Peace contractual-
ly regulates the fair distribution of their use.

Peace as social equality means social partnership with a fair distribution of
interests between economic interest groups (stakeholders).

. Peace as security means a network of economic, political, cultural and reli-

gious community relations, as well as their constitutionally guaranteed pro-
tection.

. Peace with nature means respect for the dignity of non-human entities that

is independent of humanity.

. Peace as reconciliation means the transformation of injustice into a new start

which may even include loving one’s enemy.
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3.6 Solidarity

The ethical core of universal solidarity

m Efforts for putting the public interest above
individual interests

The community of the strong with the weak
Partial renunciation of individual interests
Respect for human rights

Inclusion of all living entities

© Stuckelberger: Global Trade Ethics
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36 Solidarity

Forms of solidarity: who with whom?

Solidarity with peers (group solidarity) serves the representation of the interests
of like-minded people and the reinforcement of one’s own group (class, race,
nation, gender, profession, generation, industry, religion, etc.). It often runs
counter to universal solidarity but can also be its preliminary stage.

Solidarity with everyone (universal solidarity) seeks the integration of and
reconciliation with all human beings in the service of (ecological) survival,
peace, and loving one’s enemy. It is tantamount to a mature, universal ethos.
However, it is also capable of concealing conflicts of interest and power struc-
tures.

Solidarity of the strong with the weak and with nature allows for the
empowerment of helpless and powerless people and also for the protection
of non-human entities. It involves a voluntary renunciation of positions of
precedence. It may be paternalistic.

Solidarity with future generations (intergenerational solidarity) places parti-
cular emphasis on ecological responsibility and sustainability, if necessary at
the expense of solidarity with present-day interest groups. It may clash with
solidarity with people who are suffering today.

Charitable individual solidarity takes the immediate suffering of individuals
seriously but often overlooks its structural causes.

Legal/structural solidarity wants rights instead of alms; it seeks equal oppor-
tunities and permanence. Is apt to overlook individuals.

Motives for solidarity: why?

Decreed solidarity is demanded by law, for instance through taxation,
community service, and social security contributions.

Voluntary solidarity derives from ideological convictions or personal involve-
ment, but has more arbitrary/selective effects.

Democratically agreed solidarity requires a majority’s voluntary conviction
and is then transformed into decreed solidarity.

Tactical solidarity merely aims at temporary relationships with others for the
attainment of one’s own interests.
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3.7 Dignity
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“In the realm of ends, everything has either
a price or a dignity. That which has a price
can be replaced by something else, as an
equivalent; that which is priceless, and thus
allows of no equivalent, has a dignity.”
Immanuel Kant
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37 Dignity

Inalienable dignity

Dignity is the intrinsic value of living beings which they are entitled to regardless
of their physical, psychical, personal and social characteristics, abilities or def-
iciencies. Dignity is inalienable (sacrosanct, indisposable) and irreplaceable. No
one and nothing can dispossess living beings of their dignity; however, dignity
can be violated.

Human dignity and the dignity of creatures

Every human being is entitled to dignity in terms of inalienable human di-
gnity, which is the basis of human rights and the equal nature of all human
beings, and is thus a fundamental value and a fundamental notion of mo-
dern law (Swiss Federal Constitution, art.7: “Human dignity shall be respec-
ted and protected.”). However, there is also an inalienable “dignity of crea-
tures”, of the non-human environment. In the Swiss Federal Constitution,
this has even become constitutionally protected: “taking into account the
dignity of creatures” (art.120/2), along with security and biodiversity, is a cri-
terion for, say, the assessment of gene-technological interference with living
beings. Human dignity and the dignity of creatures are both separate and
inseparable; i.e., a distinction must be made between them, but they cannot
be divided.

Substantiation and significance of dignity
Dignity is substantiated in different ways, depending on different ideological
backgrounds. Theological ethics substantiates it on the grounds of humans being
made in the image of God, an image which was not destroyed by the fall, i.e. our
guilt-stricken nature, but also in the dual command of love (Love God and your
neighbour as yourself) and the Golden Rule (Don’t do to others what you don’t
want done to yourself). The dignity of creatures has its roots in covenant theo-
logy, i.e. in God’s covenant (with Noah), which was not only concluded with
present and future generations but “with every living creature that is with you”
(Gen.9:9—11).

The topical nature of the protection of dignity in terms of business ethics is
chiefly found in the domains of labour (dignified working conditions), culture,
gender, religion and technological research.
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3.8 Partnership
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Forms of partnership (in the economy):

m immediate in terms of personal ethics:
between personnel

m  mediate in terms of structural ethics:
between trading partners

m mediate in terms of structural ethics:
in economic policy

m immediate in terms of environmental ethics:
between people and animals

m mediate in terms of environmental ethics:
in environmental policy
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5.0 ParEnerslilp

Partnership - also with trading partners

Partnership particularly denotes a direct, long-term relationship between two
persons which is based on love (marriage or quasi-marital relationship). There
are, however, various other forms of partnership which are based on relation-
ships that are less close: trading and business partners, political and ideologi-
cal partners, and partnerships between institutions, such as municipal part-
nerships, development partnerships between countries, partnership between
political parties. In a limited way, we may also speak of a partnership between

human beings and nature.

Features of ethically responsible partnership
The basic characteristic of partnership is a mutual (reciprocal) relationship be-
tween persons or institutions who or which acknowledge each other as respon-
sible human beings. Partnership is predicated on the partners’ basic equality,
and on their readiness to depend on each other and to have a mutual give-and-
take relationship.

In recognition of the other fundamental values on which this trade ethics
is based, the following further features characterize a partnership, and also a
trading partnership:

=

the partners take each other seriously as responsible subjects;
2. their commitment is voluntary;
3. their relationship aspires to equality and justice;
4. their relationship has been established for a certain duration;
5. their relationship is contractually regulated, calculable and transparent.

Symmetrical and asymmetrical partnerships

The ideal type of partnership is thus a symmetrical relationship. In reality, ho-
wever, it is usually asymmetrical, for instance with regard to decision-making
power and control of resources. Often, partnership is a term of ideological em-
bellishment. This is the case when one partner is completely dependent on the
other, so that there is no reciprocity, and a great disequilibrium of power is co-
vered up (for instance, if the relationship between a strong industrialized nation
and a developing country is described as a partnership). In such cases, the term
partnership ought to be avoided.
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This graph shows five prerequisites for trust.
Types of trust:
1. Unearned trust:
based on positive expectations
2. Earned trust:
based on experience
3. Sympathetic trust:
immediate emotional access
4. Loving trust:
emotional and cognitive relationships
5. Competence trust:
based on assessment of competence
6. Environmental trust:
trust in a person’s/institution’s environment
7. Delegated trust:
based on third-party assessment (ratings)
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39 Trust

Trust: prerequisite for relationships

Trust is a basic condition of interpersonal relationships, but also of business
relationships and in a particularly high degree of trading relationships. Where
there is mistrust instead of trust, there is a great risk of sustaining losses or dis-
advantages through a (trade) relationship. In contract law, the significance of
trust is expressed by the fact that “good faith” is a basic category in the domain
of contracts and obligations, and is of central importance in trade.

Calculability, transparency and control...
For trust to be able to emerge and grow, three prerequisites are necessary:
calculability, transparency and checks.

Calculability, reliability and dependability as the opposite of arbitrariness and
as an aspect of loyalty create security, a basis for planning, sustainability and
thus trust.

Transparency as truthfulness, honesty and openness in a company’s informa-
tion, social and environmental reporting is closely connected with calculability.
Embellishment, appeasement, corruption, etc., are contrary to transparent busi-
ness.

Control is not an opposite of trust, as is popularly suggested. It is not a case of
“trust instead of control”, but of trust thanks to control, since trust in someone is
not something we have or don’t have, but something that grows gradually like
love and partnership and can be deliberately encouraged. Transparency allows
for control that fosters trust and is comprehensible.

...result in credibility

Together with the implementation of the other fundamental values (such as the
responsible use of power, and the commitment to sustainability and justice), cal-
culability, transparency and control provide an overall picture that is perceived
as credibility. In terms of business ethics, credibility is the most important fea-
ture of a company, since it creates trust. To “give someone credit” (in financial
terms) also means that you trust that person, and this also pays off in the form
of creditworthiness. “Credibility becomes the criterion for the assessment of
business-ethical action”, THOMMEN concludes in his book on business admini-
stration (THOMMEN 1996).
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Power/responsibility

This graph shows twelve types of power/responsibility e.g.:
1. Competence (technical and social competence)

Capital (generally, material possessions)

Communication (power/responsibility re.information)

Experience (power of history)

Innovation (creative power)

Power (arms, physical strength)

Credibility (power/responsibility re. ethics)

Decision-making (taking and implementing decisions)

Cooperation (formation of coalitions)

Time (time and speed as a form of power)
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Power and responsibility: inextricably linked

Owing to the fact that power is often abused, power is a pejorative term for
many. Can power be a fundamental value? According to Max Weber, power is
the capacity to enforce one’s own will. As a capacity for the realization and im-
plementation of ethical values, power is positive; indeed, it is necessary. Accor-
ding to the theological definition of the World Council of Churches, power re-
presents humanity’s ability to participate in God’s creation. This is not a question
of having as much power as possible, but of the power that is appropriate to the
task and goal at every level of action. Ethically speaking, power and responsibi-
lity are inextricably two sides of the same coin, of the same fundamental value.
If you have no power, you cannot assume any responsibility, and if you exercise
power without any responsibility, you will have to be divested of it because in
such a case, the other fundamental values are in jeopardy.

Share and control of power/responsibility

Power and responsibility must be fairly distributed and democratically limited
and controlled lest they be abused. Power is a loan for use in the service of
a community. The measure of responsibility must be commensurate with the
measure of power invested in a person or institution, and vice versa. Respon-
sibility that is not shared will make people feel responsible for things they are
perfectly unable to influence, and this is almost as destructive as undivided po-
wer. Conversely, it is irresponsible to demand responsibility from others without
granting them the corresponding authority.

Power/responsibility towards whom?

In its etymology and semantics, responsibility is linked with the word response;
i.e., providing an answer. In rational ethics, this is the responsibility towards reason;
in theological ethics, towards God; in discourse ethics, towards the community;
in general terms, towards anyone affected by any given action. In the history of
thought, responsibility is a further development of the notion of conscience in
the wake of the modern emphasis on the individual. Power is tamed by respon-
sibility, reinvested in an authority that is above the holder of power, and thus
placed at the service of humanity.
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Forgiveness

1

68

© Stlckelberger: Global Trade Ethics



S Forgiveness

“Merciless competition”

In the fierce global fight for markets, a notion that keeps cropping up is that
of “merciless competition”. Even the smallest strategic weakness will threaten a
company with collapse or a hostile takeover. “The market will give no quarter,” is
what is said in such situations. Necessary structural change is not supposed to
be prevented by false supporting measures. And yet: for an ethically responsible
conduct of business according to the fundamental values described, a “merciful
economy” should be aspired to. What does this mean?

The “economy of forgiveness”: new starts

People and institutions get into seemingly hopeless situations in which normal
problem-solution instruments lose their grip. Extraordinary situations require
extraordinary solutions; in personal terms, condonation and forgiveness; in po-
litics, measures such as amnesties; in business, bankruptcy proceedings, debt
remission, reparation payments, a word of forgiveness. In Christian theological
ethics, forgiveness is based on the mercy of God: always offer a new beginning
with people who do evil although they want to do good (— ch.2.8). Forgiveness
is an act of liberation for a new start, freed from the compulsion to claim to be
innocent. Weak, dishonest people are useful, and God chooses them as partners
again and again. To forgive does not mean to forget. Guilt is identified and ack-
nowledged. The warning issued by the great Swiss pedagogue, Heinrich Pesta-
lozzi, must be heeded: “justice must not be drowned in the sewer of mercy”. For-
giveness is the heart and driving force of comprehensive, new justice (— ch.3.2).
Thus a politics and an economy of forgiveness ought to be developed.

“Merciful economy”: acceptance of mistakes

The acceptance of mistakes is a modern secular term for this fundamental value. It
has emerged particularly as an ethical criterion in the assessment of high-risk new
(large-scale) technologies such as nuclear or genetic technology, and stipulates
that a technology must ensure that the deficiency of human behaviour which is to
be expected not to have any disastrous consequences. The market, too, needs
mechanisms for the acceptance of mistakes as a corrective to mercilessness.
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Instruments
of ethical responsibility
In trade

After the explanation of the fundamental values which represent the basis of
ethically responsible economic activity, the fourth part of the book will now
deal with the means and instruments for the promotion of these values. Ac-
cording to the objective of this book, and in the framework of today’s globalized
market economy, the focal point will be on private possibilities of action on the
part of companies and institutions of civil society. In the Anglo-Saxon world,
“corporate citizenship” denotes a company’s or institution’s strategic orientation
towards competence, the long-term safeguard of its reputation, ethical stand-
ards, and the mutually responsible relationship between itself and society in
a global perspective. Of course, national and international government trade
policies play a central part in terms of ethically responsible economic action,
and are mentioned here, but are not our main concern.

Today, the market is characterized by a wide variety of ethical standards,
labels, codes of conduct and declarations which are designed to encourage
ethical economic action on a voluntary basis. As gratifying as the spread and in-
crease of these instruments may be, it still results in three ethical challenges: a) It
is an indication of the lack of ethics felt by many in our breathtakingly globalized
and deregulated economy. The speed of the development of information tech-
nology and the economy must be adjusted to the speed of the development of
ethics (— ch.6.3). b) The removal of government regulations can only be par-
tially compensated by private ethical standards. It can and must complement
the trade-ethical responsibility of the international community yet is incapable
of simply replacing it. ¢) The great diversity of supply must be carefully reviewed
in ethical terms and checked for its seriousness. As is well known, ethics in the
marketplace has long been a market for ethics, too (— ch.6.24), with products
of greatly varying quality.
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4.1

Planning instruments of business ethics

Planning system for trade companies
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T Planmng struments of business ethics

Ethics in all areas of planning

A serious and long-term trade ethics seeks to involve all the levels and steps
of corporate planning, as they are represented in the upper graph on the left
(— also chs. 1.4 and 1.5). This begins in the selection of questions to be analyzed.
The focus then homes in on growth and result objectives (— ch.6.7 on profit),

and on product range, logistics, procurement and investment planning.

Ethically reviewed corporate objectives

It is rewarding for an ethically responsible company to measure and review the
various success and factual objectives represented in the lower graph on the left
against the eleven fundamental values described in chapter 3. In this context,
social, ecological and development-political objectives should not merely be
located in areas related to personnel and society, but also in the core areas, i.e.
in what should be produced, bought and sold where, by whom, at what price,
and within what period of time.

Planning instruments

m Ethical questions and inputs (e.g., from signed corporate codes of conduct)
in the planning parameters provided by management.

m Ethical training of personnel responsible for planning and of other personnel.

m Ethical coaching of management.

m Involvement of value-related aspects in the discourse with shareholders at
AGMs.

m Involvement of the personnel’s ethical and religious attitude in interviews,
and support of their ethical and religious roots outside working hours.

m Corporate strategy for the introduction of labels, signature of codes of con-
duct, etc. (— chs. 4.4—4.6).

This incorporation of business ethics in “normal” planning processes corresponds

to a company’s long-term, sustainable “credibility strategy” (].-P. THOMMEN).
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Public and private product labelling
Product labelling (synonymous with French étiquetage and German Beschriftung)
is the umbrella term for an important trade instrument which identifies product
characteristics such as the nature, quality, origin and manner of production in
words and/or a symbol, thus making products comparable and distinguishable.
On the one hand, this labelling is carried out nationally, regionally or intern-
ationally in accordance with compulsory government provisions (EU, WTO). On
the other hand, it is done with a wide variety of voluntary private systems, such as
brands, labels, codes of conduct, ratings (which overlap in parts) and with con-
sumer information through the media. The general conditions for these private
systems are again defined by government provisions, such as brand laws or regula-
tions concerning bio labels.

Ethical reflection of labels

The labelling of goods and services is highly significant in ethical terms. Fund-
amental values (— ch.3) such as a fair assessment of quality and performance,
environmental compatibility, fair procedure and transparency, the guarantee of
genuine choice for consumers, and the assumption of responsibility for goods
and services by all those involved along the trading chain requires information of
this kind.

This ethically substantiated right to information, however, is coupled with the
duty to read and be able to understand these labels. This is where many consumers
reach their limits, particularly also in view of the increasing “jumble of labels”. In
addition, the costs of labelling and of the acquisition of information constitute a
growing financial burden and thus a trade barrier for, say, SMEs and, in particular,
for producers from developing countries; this is ethically disquieting since it factu-
ally excludes weak trading partners from the market. At the same time, the control-
ling effect of labels must not be overestimated.

The labelling instruments outlined below have different advantages and disad-
vantages from an ethical point of view and must therefore be assessed separately.
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4.3 The ethics of labelling 2:

Labelling provisions

Definition

Labelling provisions issued by a government or a community of countries
define the data that must be disclosed for a product to be launched on the
market. These data serve to inform consumers about aspects such as quality,
health, safety, the environment, development or public morals.

Legal framework

Labelling provisions for (world) trade are to be found in the provisions of the
GATT Treaty of 1994, particularly in the rules of the Agreement on Technical
Barriers to Trade, including its Annex 3, “Code of Conduct for the Development,
Adoption and Application of Standards”, and they are also found in national
legislation on technical trade barriers and consumer information laws. Govern-
ment authorities also play a legal and coordinating role in relation to brands,
labels and standards. In Switzerland, this has been specified as information and
clarification, consultation and presentation, cooperation in the determination
of order allocation criteria, internationally harmonized standards, mutual recog-
nition of government labels, certification of labelling systems, ombudspersons
for the label market, observation of the label market, public procurement sys-
tem, financial support of private labelling systems, modification of the legal
framework, and creation of government labels (Bericht des Bundes iiber die

Anerkennung und Forderung von Labels, 2000, p.3).

Ethical reflection: prerequisites for fairness

In ethical terms, transparent and checkable multilateral and national labelling
provisions within the framework of a constitutional system are an important
prerequisite for fair rules in trade, and for the guarantee of health, safety, envi-
ronmental protection, fair development, and social acceptance.
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4.4 The ethics of labelling 3:

Brands

Definition

A brand (legally called a trademark) is a symbol consisting of a word and/or
an emblem identifying goods, services or companies; it stands for a corporate
image as a whole. It guarantees constant or improved product characteristics.
The brand is a mark that is registered or has common currency on the market.

Types and market significance of brands

m A manufacturer’s brand is in the ownership of a producing company.

m A trader’s brand is in the ownership of a trading company.

m A generic brand (no-name) is an umbrella brand for several groups of goods.
Brands are competitive instruments and, in particular, entail exclusive rights
through brand protection. Trademarks have extended their market share ever
since 1990, and their significance is on the increase. Their market shares ac-
cording to groups of goods and operational form vary from country to country

Ethical reflection: cult brands

As a guarantee of standardized product quality, brands allow for an assessment
of products and services according to fair performance, and to this extent must
be considered ethically positive. Fair performance (— ch.3.2) is questionable,
however, when prices are disproportionately high because of exclusive rights
or their cult status. Brand products are particularly apt and prone to be turned
into cult products if they do not satisfy a material need but become a substitute
for religion, which must be rejected in ethical terms (cf. BoLz/BossHART in their
work on cult marketing: “The goods themselves become the strongest of all
religions”). In this way, capitalism itself turns into a religion.
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4.5 The ethics of labelling 4:

Labels

Examples of brands

Nescafé (Foodstuffs)
Manufacturer’s brand

NESCAFE

Switcher (Textiles)

Trading brand sw ER®
~Z -5

Highscreen (Computers)
Generic brand

HIGHSCREEN'

Examples of Labels

ISO 9000 (Quality management)
Private quality label

EU environmental emblem (Environment)
Government L€

BioSuisse (Environment)
Private product label

B1O

SUISSE

Max Havelaar (Fair trade, particularly food)
Private product label

STEP (Fair trade, carpets)
Private corporate label

— Information about Swiss environmental and social labels, www.umweltschutz.ch/labelinfo
— Global Ecolabelling Network, www.gen.gr.jp

© Stlckelberger: Global Trade Ethics
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TS Labels

Definition

A label (quality seal) is a voluntary designation of products or an identification of
companies which contains information about products/product ranges, produc-
tion methods or corporate standards. It often serves as a secondary brand on a
product with a main brand in order to penetrate into additional (ethically mot-
ivated) market segments. It provides consumers with information about quality
characteristics that go above and beyond legal provisions. Their distinctiveness
from brands is fluid.

Types of labels

Labels vary according to subjects, criteria, and control modes.

m Private labels are only awarded by private subjects (NGOs, companies, industrial
associations, etc.), which also determine the criteria and exercise their control
mechanisms (e.g., Max Havelaar).

m Government labels are awarded by government authorities or supranational or-
ganizations, which determine the criteria and exercise their control mechanisms
(e.g., EU environment emblem).

m Product labels identify individual products or product groups.

Corporate labels identify companies or product ranges.

m Pure quality labels identify the (primarily technical) quality of products and
companies.

m Environment labels (bio, eco, and energy labels) identify the environmental qua-
lities of one or more production areas/production processes; they are of varying
stringency.

m Social labels identify products or companies which create better working and
pay conditions for all those who are involved in the production and trading
processes, and make provisions for redundancy schemes through higher product
prices or contributions.

m Transition labels are process-oriented labels, designating a company in transition
(—* ch.2.6). Their advantage is that the first step towards change in the direction
of ethically responsible trade is rewarded even though the ethical criteria have
not yet been satisfied. To be awarded this label, a company must submit a goal
attainment schedule. The disadvantage is that ethics in the transition label pro-
cess may lead to a dilution of ethical standards and confuse consumers.
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TS Labels

Substance

Comprehensive environment labels are based of life-cycle analyses (e.g., Blauer En-
gel), others on individual product or service characteristics (e. g., “FHC-free”, or the
environment emblems for tourism).

A majority of social labels are based on the minimum standards of the Interna-
tional Labour Organization (ILO) as they are stipulated in the seven core conven-
tions: the ban on forced labour (ILO Conventions 29 and 105), freedom to associate
in trade unions and protection of their rights (87 and 135), equal pay for equal work
and the prohibition of discrimination (100/111), and the protection of the min-
imum working age and a ban on child labour (138). Pay is not fixed in the social la-
bels, but the criterion usually applied is that it is above the legal minimum wage and
must cover the subsistence minimum. This sounds little but in many developing
countries is a definite step forward in comparison with practice. Brand products or
products in general use are more suitable for labels than generica or very expensive
products.

Ethical reflection: examine labels carefully

Labels set ethical standards as criteria for orientation. They express the fact that
ethical aspirations go above and beyond what is legally binding. They provide con-
sumers with a choice, within the framework of market mechanisms, of what is ethi-
cally more valuable, thus enabling them to influence the market, at least to a limited
extent. Labels are trendsetters and therefore often precursors of legally binding pro-
visions. Because they are difficult to control, labels can as a rule only assess parts
of the production chain from raw materials to final sale and product disposal. The
more comprehensive this chain is, the more ethically qualified the label. Its ethical
quality further depends on the motives behind its origin, on the holistic approach
of its substance (does it concern individual details or has it been formulated with
a sense of universal responsibility?), on the participatory development process
(decreed from above or shared by all those concerned?), on the seriousness of com-
pliance and monitoring by auditors and by the market. “Cheap labels” which do not
satisfy these requirements can be abused as pure instruments of PR.
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4.6 The ethics of labelling 5:

Codes of conduct

Definition

A code of conduct (code de conduite, Verhaltenskodex) is a voluntary agreement on
the rules of conduct, involving duties and rights, of institutions such as companies,
government authorities, NGOs, churches or of private individuals inside these in-
stitutions. Codes of conduct vary in their binding nature and scope and are often
precursors of legislation.

Types of codes of conduct

Various types of codes of conduct (CCs) can be distinguished according to width

and depth:

m comprehensive CCs of international organizations (e.g., UN code for transna-
tional companies);

m limited CCs of international organizations (e.g., ILO Declaration concerning
Multinational Enterprises and Social Policy);

m product-specific CCs of international organizations (e.g., the WHO’s infant for-
mula code and the FAO’s pesticide code);

m CCs of individual industries (e.g., oil industry);

m CCs for professions (e.g., researchers or civil servants);

m corporate CC for the company as a whole or for a single division or product
range (e.g., Nike);

m NGOs’ CCs for their own activities;

m specimen codes for companies (e.g., Clean Clothes, benchmarks or the Interfaith
Centers on Corporate Responsibility);

m NGOs’ CCs for companies of a particular industry (e.g., Clean Clothes Code of
development organizations for the textile industry).

Diversity and substance

As with labels, codes of conduct vary widely with regard to their provisions, target
groups, development process and monitoring mechanism. What was said about the
substance of the labels largely applies to codes, too. Corporate codes often prim-
arily concern the conduct of personnel towards the company itself (loyalty, com-
pliance with the law, prohibition of competition and corruption), while codes for
more than one firm pay more attention to the companies’ social, ecological and
development-political responsibility. In a 1998 survey, the International Labour
Organization (ILO) examined over 200 codes and labels with regard to labour
standards. The seven ILO core standards, which were declared binding on all
member states in the ILO Declaration concerning the Core Labour Standards in June
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7B Codes of conduct

Examples of different codes of conduct

Novartis Corporate code, 1999, limited to personnel conduct. Constituent part
of the group’s employment contract.

Oil companies Industrial code for the oil and gas industry, drafted 1999 by “Brot fiir
die Welt”.

EU Multilateral code of the EU for multinational companies operating in
developing countries (1999, in planning phase).

CCC Clean Clothes Codex, 1991ff: model code for fair trade in textiles,
created for textile and clothing companies by the Clean Clothes Cam-
paign.

STEP Code with label, 1995, for fair trade in carpets, created by the Swiss

STEP foundation for its licensees, combined with a corporate label
for points of sale.

Benchmarks Principles for Global Corporate Responsibility. Benchmarks for Mea-
suring Business Performance, 1995, developed by three church insti-
tutions in the US, Canada and Ireland. Responsibility towards all the
stakeholders.

ICGN Association code for investors of the International Corporate Gover-
nance Network (ICGN), the most powerful Anglo-Saxon investment
fund, and British insurers.

Foodstuffs One-issue “Code of conduct regarding the right to food"”, developed
in 1997 by NGOs on behalf of the NGO Forum of the World Food
Summit, for government and companies.

Administration Code of Conduct for Public Servants (1998?) by the Committee for
Public Services of the South African government.

The addresses for the codes will be found in the Appendix to this book.
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76 Codes of conduct

1998, were not completely contained in a third of the above-mentioned codes.

Labels and codes of conduct complement each other: whereas codes are basically
companies’ self-imposed obligations to observe certain standards, labels inform
consumers about precisely those standards.

Ethical reflection: examine codes carefully

Codes of conduct set ethical standards as criteria for orientation. Their ethical
quality depends on the motives behind their origins (e.g., encouragement of ethi-
cal responsibility, or preclusion of stricter laws?), on the holistic approach of their
substance (do they concern individual details, or have they been formulated with a
sense of universal responsibility?), on the participatory development process (de-
creed from above, or shared by all those concerned?), on the seriousness of compli-
ance, monitoring and verification by auditors and by the market.

The rapid expansion of codes of conduct since the 1990s — in parallel with the
thrust of liberalization and globalization — reveals the extent to which global gov-
ernment authorities that are still being set up should provide globally operating
companies with regulations. In its study concerning codes of conduct, the Euro-
pean Commission stated bluntly: “The proliferation of codes of conduct reflects the
failure of governments and international organizations to enforce minimum stand-
ards.” (1999, p.7). Voluntary codes are ethically valuable if they implement ethical
standards more quickly and more effectively than government regulations, and if
they constitute precursors of standards to be implemented under international law.
They are ethically dubious, however, if they aim at the prevention of such stand-
ards or serve as smokescreens. Although the actual effect of these codes should not
be overestimated, they should still not be underestimated as an opportunity for

responsibility.
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4.7 The ethics of labelling 6:

Controlling, monitoring

Monitoring systems

Model A) In-house monitoring

selects
producers

trading firm and finances monitors .
worldwide
\ COmpany's
reports own foundation ]
to monitor suppliers

L
code \
o intermediaries?

Model B) Independent tripartite monitoring

selects
and finances

trading firm
(e.g.North)

B monitors
o et
monitoring body

monitors

reports

monitors

charity/NGO production company
(North/South) (e.g.South)

Modell C) Independent standardized monitoring

certifies

reports

accredits
standardizing [ * certification .
institution A institution % production
P \ company
suppliers

intermediaries
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7 ConEroIImg, monitoring

Definition

Controlling is an instrument widely used in companies for making comparisons
between actual and planned results throughout the management cycle. It is meant
to take its bearings from profits, costs, quality, customers and — this is new — ethics.

Internal monitoring (continual review) describes the process of regular inform-
ation-gathering to examine the compliance of the standards and criteria of labels
and codes of conduct.

External monitoring or verification describes the process of regular external as-
sessment (auditing by auditors) of whether internal monitoring is complete, ap-
propriate, has been carried out on schedule and been accompanied by the necessary
measures. Monitoring and verification are part of controlling as a whole.

Types and examples of monitoring

Private monitoring

m Corporate monitoring
such as the SOCAM foundation established in 1996 and financed by the clothing
group C&A to monitor its own corporate code (— graph, model A).

m I[ndependent self-appointed monitoring
such as the Interagency Group on Breastfeeding Monitoring (IGBM) monitors
the 1981 WHO Code of Marketing of Breast-milk Substitutes; it was set up by
churches and NGOs in England in 1994 and is financed by these.

m [ndependent tripartite monitoring (foundation model)
such as Monitoring of the social clause of Migros-Del Monte Switzerland-
Philippines since 1993. Independent Philippine monitoring body instituted by
the Swiss trading chain Migros, Del Monte Philippines, and the Swiss charities
Bread for all and Fastenopfer (cf. graph, model B).

m Independent monitoring prescribed by a standard institute
such as Standard SA8000, monitored by certification institution authorized to
do so (— graph, model C).

Government monitoring

m Voluntary multilateral or national monitoring
such as European Community Eco-Management and Audit Scheme (EMAS) for
industrial companies in Europe, since 1993.

m Binding multilateral or national monitoring
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T7_Controlling, monitoring

such as the monitoring of the 1981 WHO Code of Marketing of Breast-milk
Substitutes by WHO and UNICEE

Ethical reflection: aspire to credible monitoring

A company’s compliance with codes of conduct and ethical labels can enhance its

ethical seriousness and that of its brands to a considerable extent. The prerequisite

for this is a serious monitoring of all these brands, labels and codes.

Ethical criteria (— fundamental values in chapter 3) for credible monitoring

include the following:
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Trust in trade relations admits of transparent monitoring and does not run
counter to them.

The participation of various qualified interest groups, of those who are mon-
itored (employees other than management, management, staff committees,
trade unions), and foreign monitors together with local ones.

Independence through the necessary access to information and through surprise
visits and scheduled visits.

Transparency through the publication of procedures and, where possible, the
results (i.e., without confidential corporate information).

Life enhancement through a reviewable plan for corrective measures in the ser-
vice of social and ecological aims, (only) afterwards any possible sanctions such
as media report, withdrawal of the label or code, or termination of trade rela-
tions.

Fair distribution through cost-efficient monitoring and the fair distribution of
monitoring costs.

Fair participation through public and private development programmes to esta-
blish local monitoring systems in the environment of those who are affected, to
reinforce democracy and media freedom.



4.8 Marketing ethics 1:

Statistics

Trade statistics: an instrument of planning and power

Market research is an important part of marketing, and it depends on market
and trade statistics. Plans drawn up by companies, government and NGOs take
their bearings to a large extent from statistics, whose significance is even more on
the increase in an economy that is globalized, dominated by IT and characterized
by an extreme division of labour. Access to the relevant information is an element
of planning and power. Disraeli may have said “There are three kinds of lies: lies,
damned lies and statistics” a long time ago, but the mistrust of statistics is as rife

as ever.

Ethical reflection of market and trade statistics

Statistics are vital to the planning of responsible trade. However, they are always

based on value-related preliminary decisions, which means that they are basi-

cally not value-free even though they are established clearly and objectively
within the framework of these preliminary decisions.

m The selection of data implies value judgments as to which data are regar-
ded as valuable and useful, and so they derive from a certain value system.
Thus, say, the gender of employees in an industry in an industrialized nation
is considered a focal point in view of the efforts made in the field of gender
equality, whereas religious affiliation is not taken into account. In countries
such as India or Iran, this might well be the other way round if they were able
to choose their statistics freely, without the international pressure of trading
partners or supranational institutions. The consequence for business ethics
is that the value basis of statistics should be made transparent.

m There are also data which are not taken into account because they are too de-
licate in political or economic terms, such as environmental and social data.
Others are taken into account but not made accessible to the general public. Yet
other statistics are inaccurate owing to unqualified personnel or lack of funds,
or they have been falsified by corruption in the country in question or by
the black market. The consequence for business ethics is that published and,
in particular, missing and unpublished statistics must be checked for their
ethical implications.
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4.9 Marketing ethics 2:

Communication and advertising

International Code of Advertising Practice

International Chamber of Commerce ICC, 1997
Extract from 23 articles

[...]

Basic principles

Article 1

All advertising should be legal, decent, honest and truthful. Every advertisement should
be prepared with a due sense of social responsibility and should conform to the prin-
ciples of fair competition, as generally accepted in business. No advertisement should
be such as to impair public confidence in advertising.

Social responsibility

Article 4

1. Advertisements should not condone any form of discrimination, including that based
upon race, national origin, religion, sex or age, nor should they in any way under-
mine human dignity.

2. Advertisements should not without justifiable reason play on fear.

3. Advertisements should not appear to condone or incite violence, nor to encourage
unlawful or reprehensible behaviour.

4. Advertisements should not play on superstition.

Truthful presentation
Article 5
1. Advertisements should not contain any statement or visual presentation which di-
rectly or by implication, omission, ambiguity or exaggerated claim is likely to mis-
lead the consumer, in particular with regard to
a. characteristics such as: nature, composition, method and date of manufacture,
range of use, efficiency and performance, quantity, commercial or geographical
origin or environmental impact;
. the value of the product and the total price actually to be paid;
. delivery, exchange, return, repair and maintenance;
. terms of guarantee;
. copyright and industrial property rights such as patents, trade marks, designs

® O O T

and models and trade names;
f. official recognition or approval, awards of medals, prizes and diplomas;
g. the extent of benefits for charitable causes.
2. Advertisements should not misuse research results or quotations from technical
and scientific publications. Statistics should not be so presented as to exaggerate
the validity of advertising claims. Scientific terms should not be used to falsely

ascribe scientific validity to advertising claims.
Source: ICC 1997
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7’9 Communication and aaverhsmg

Definitions

Marketing, i.e., that part of a company which plans and operates the necessary
activities on the sales market, involves market research (— ch. 4.8), product design
and pricing (— ch.6.1), public relations and advertising (— ch.4.9), and sales and
distribution (— ch.4.10). Public relations (PR) involves the activities with which an
institution seeks to win over the general public for its work and aims. Advertisingis
part of PR and attempts to exert a targeted, intentional and non-coercive influence
on customers for the purpose of selling goods and services, by means of individual
advertising (company) or collective advertising (e.g., an association advertising the
products of a particular industry).

Ethical reflection: marketing coherence

The various instruments of communication — personal sale, sales promotion, sales
outlet design, advertising, sponsorship and PR — must be coherent with regard to
their ethical message and in the different countries. Double standards are ethi-
cally inadmissible. If the seriousness of ethical efforts is important in the context
of labels (— chs.4.2—4.7), it is equally important in advertising and PR, as well
as in a company’s environmental and social reports. With increasing frequency,
top managers themselves become “brand products”, labels, and communicators of
credibility. Whatever is promised by a label must be congruent with advertising and
shop design. Advertising with ethics as an “additional benefit” for consumers must
be supported if its promises are consistent with factual ethical conduct.

The most current reproaches levelled at advertising must be reconsidered in
ethical terms again and again, and be refuted by advertising practice itself: untruth-
fulness, consumer manipulation, artificial creation of needs, exploitation of emo-
tions, advertising for harmful products, morally offensive representations (sens-
ations, clichés, misogyny, racism), commercialization of the world in which we live,
or harassment by advertising. Codes such as the International Code on Advertising
Practice of the International Chamber of Commerce are useful approaches which,
in the view of new challenges such as e-commerce, must be developed further.
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4.10 Marketing ethics 3:

E-commerce

Internet connections
per 1000 inhabitants in the world’s regions, end of 1998
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410 E-commerce

Definition
E-commerce (electronic commerce) is a modern method of trade which makes use
of computer networks to address the requirements of organizations and consumers
in order to cut costs, to improve the quality of goods and services, to reduce lead
times, and thus to gain a competitive edge. E-commerce is tantamount to electronic
shopping.

Enormous development and change of trade

The Internet has become the world’s biggest marketplace. An Internet presence
is a must today, particularly for import-/export-oriented companies. Business-to-
business sales still produce far more turnover than business-to-consumer sales.
The salesperson/customer relationship has been turned around in that it is not the
salesperson who looks for the customer through marketing, but the customer who
looks for the advertisements, the manufacturer and the most favourably priced
distribution channel for a certain product. E-commerce is important for sales, but
especially also for customer service, information gathering and transport logis-
tics. Moreover, it alters the structure of firms in the direction of virtual company
integration.

E-commerce = ethical commerce?

In ethical terms, the three aims defined above, and their feasibility, must be sub-
jected to a holistic review. Cost efficiency, i.e., an economical use of resources, is
ethically positive (provided the true costs are known in that external costs are in-
ternalized). The greatly varying Internet costs, however, exclude large parts of the
world population, thus widening the gap between rich and poor — in Bangladesh,
for instance, the costs for one single Internet connection would feed a family for a
whole year! The question as to whether quality is improved remains open. Speedy
delivery can be life-enhancing, but stretches the physical and ecological limits of
transport capacities, thus endangering the fundamental value of sustainability. The
ethical criteria of labels and codes must also be applied to e-commerce (adaptation
of the workplace, working conditions; e.g., as regards working on Sundays with
365-day on-line shopping, on-line company and product ratings). Information
technologies, too, must be democratically regulated and controlled.
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411 Stakeholder ethics 1:

Company ratings and stock-exchange indices

Examples of ratings for consumers

The Company Tester

Product and company tests of 75 food and beverage companies in Germany according
to 12 groups of social and ecological criteria (openness of information, consumer inter-
ests, employees, disabled people, Third World, new Lander and foreigners, promotion
of women, commitment to the environment, genetic technology, animal protection, do-
nations), developed by the Institut fiir Markt-Umwelt-Gesellschaft (imug) together with
consumer associations, environmental organizations and charities, published in 1995.

Shopping for a Better World

Product rating published in 1998 (millions of copies sold!) for consumers in the USA,
according to eight groups of criteria (promotion of the environment, of women, of mi-
norities, of the family, of the community, donations, working conditions, information
conduct), developed by the Council on Economic Priorities (CEP), a private research
institution in New York.

Examples of ratings for investors

Dow Jones Sustainability Index

This index, which has been in existence since 1999, rates companies quoted on the
stock exchange according to a few hundred sustainability criteria. The index is drawn
up by the rating agency Sustainability Asset Management (SAM) in Zurich and pub-
lished by Dow Jones (New York).

The Corporate Report Card
A rating of 250 US companies according to eight groups of “Shopping” criteria (cf.
above) conducted by the CEP since 1987: Corporate Conscience Awards.

For further information, cf. Literature and Internet addresses below.
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T Company raElngs and sEocR-echiange indices

Definition

In banking, ratingis the classification of debtors in the international credit systems,
either as a national rating or an issuer rating. In ethical market research, it is now
used as an ethical product, company and country rating, which rates company,
products and countries according to standardized and usually social/ecological
criteria and grades them on a scale. It serves as a decision-making aid for consumers
(advice on responsible shopping), for investors (stock-exchange indices and advice
on ethical investment) and for companies (choice of trading, production and serv-
ice partners). Individual rating institutions confer awards and promotional prizes
as incentives for ethical trade.

Development

Rating is particularly widespread in the industrialized nations: USA and Canada,
in Central and Northern Europe, in Japan, and increasingly also in the rest of Eu-
rope. Global rating criteria are being discussed; rating agencies from transition and
development countries are still not sufficiently involved.

Ethical reflection: the criteria are decisive

Company and product ratings according to ethical criteria are effective market-
economic decision-making instruments for participants in the market. The more
the economy is globalized, based on the division of labour, and characterized by
complexity, the more heavily investors, producers and consumers will depend on it.
This partial delegation of responsibility reveals the great responsibility of the rating
agencies. It does not, however, relieve individuals of the obligation to scrutinize the
criteria on which the ratings are based, because they are always selective, and their
selection and weighting derives from a certain code of values. When a company’s
environmental conduct is rated, for instance, it is often only its environmental
management that is taken into account, whereas the environmental consequenc-
es of its products are disregarded. Thus the Corporate Report Card (on the left);
the environmental conduct of the oil company Texaco received an above-average
rating of B, yet the CO2 emissions of its product, oil, are not taken into account.
Generally speaking, existing ethical ratings attach too little weight to global devel-
opment questions as opposed to environmental and social conduct (— ch.6.14,
“Ethical investments”).
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412 Stakeholder ethics 2:

Campaigns

Examples of global trade campaigns

Child Tabour

The Global March against Child Labour consisted
of marches organized on all the continents, which
reached their final destination, the headquarters of the
International Labour Organization (ILO) in Geneva in
1997. It is remarkable that this campaign was launched
in the South (India) and received particular backing in
Asia, Latin America, and Africa.

K hK
MARCH

Acaanit Chald Labour

Textiles

The Europe-wide Clean Clothes Campaign for a fair,
“clean” textile trade, i.e.fair working conditions in low-
pay countries, with producing and trading companies
of the textile and clothing industry being offered an
opportunity to sign a code.

clean gw
cle’%thes

campaign

Land mines

The International Campaign to Ban Landmines for a
ban on the production of, trade in, and dissemination
and use of land mines has been active since 1992. It
has been promoting the governments’ political will
to sign and ratify the 1997 Mine Ban Treaty (Ottawa
Convention). In 1997, the campaign was awarded the
Nobel Peace Prize.

Debt remission

Jubilee 2000: a worldwide campaign with particular
support in developing countries for the remission of
debts (trade in capital) with a petition of 17 million sig-
natures and a promise of additional debt remission by
the Cologne G8 Summit in 1999.
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TTZ Campaigns

Definition

Campaigns are activities of limited duration which seek to attain certain objec-
tives such as a change in the conduct of a target group by making the general
public or certain target groups sensitive to an issue and by mobilising them. As
a rule, the driving forces behind campaigns are organized associations, NGOs,

networks, or increasingly international ad hoc coalitions of organizations.

Types, opportunities and limits

There are various types of campaigns: they may be aimed a products, like that
against footballs made in Pakistan before the World Cup; at issues, like that
against child labour; at companies, like that against Monsanto and its geneti-
cally modified sweet-corn; at countries, like those against trade with South
Africa at the time of apartheid; and they are national and, increasingly, inter-
national (— box on the left). They usually start off national or international po-
litical endeavours and processes, and they are paid considerable attention by
the media. This means that they reinforce companies’ readiness to sign ethical
standards with regard to trade. When the economic competition within the in-
dustry becomes fierce, however, or when the pressure exerted by the campaign
is reduced, this readiness may diminish. The real change potential thus depends
on the interaction between political, economic and media-related agents.

Ethical reflection: truthful criticism

Campaigns must be truthful and provide fair information about the targets of their
criticism. Any improvements that have been achieved must be reported on and,
at the same time, be critically monitored (— ch. 4.7), although this usually leads to
a second phase in the wake of the campaign, which is by definition limited in time.
An ethics which focuses on responsibility and takes the consequences of trade
seriously, must look at the overall effects of the campaign: the positive or nega-
tive effects on the various trading partners involved (e.g., on jobs) and on the
opportunities for cooperation with these partners, i.e., the possible strategies
and phases of criticism, of resistance, of dialogue and of cooperation must be
examined as early as the planning stage of the campaign.
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413 Stakeholder ethics 3:

Boycotts and sanctions

UN sanctions

Pursuant to Articles 4 and 41 of the UN Charter, the UN Security Council may call on
member states to take measures (without the use of arms) to preserve or restore peace
and security; these measures are called sanctions. Since the establishment of the UN,

it has imposed sanctions against 15 countries:

Country Year Extent as at 2000
Ethiopia 2000 Partial embargo in force
Afghanistan 1999 Partial embargo in force
Angola 1993,97-2000 Partial embargo in force
Eritrea 2000 Partial embargo in force
Haiti 1993 Partial embargo lifted
Iraq 1990-2000 Various embargos  in force
Yugoslavia 1991 Full embargo lifted
Republik Yugoslavia/ 1998 Partial embargo in force
Kosovo
Liberia 1992 Partial embargo in force
Libya 1992 Full embargo suspended
Rwanda 1994 Partial embargo partly lifted
Sierra Leone 1997 Partial embargo lifted

2000 Partial embargo in force
Somalia 1992 Partial embargo in force
South Africa 1979 Full embargo lifted
South Rhodesia 1966 Full embargo lifted
Sudan 1996 Partial embargo not executed

Source: Uno, 2000 (www.un.org/news/ossg/sanction). Author’s layout

In many cases, these were primarily arms embargos. Such embargos also exist in the
EU, in 2000 against Afghanistan, Burma, China, Congo/Zaire, Nigeria, Sierra Leone,

and Sudan.

An example: since 1993, German companies have not been allowed to declare boycotts
through participation in boycotts against third-party countries.
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T3 BOVCOEES and sanctions

Definition

A boycott is the severance of trade or consumer relations, where import/export
or consumption, respectively, are interrupted until such time as an economic,
political or ideational aim has been attained with regard to the economic subject
targeted by the boycott.

Types of boycotts

Government boycotts

m multilateral general trade boycott, usually imposed by the UN General As-
sembly against a country to achieve certain political aims (sanctions, art. 41,
UN Charter);

m bilateral general or selective trade boycott against a country or company to
achieve certain political aims.

Private boycotts, coordinated by NGOs or campaign organizations,

and executed by consumers:

m private consumer boycott against a company to make it change its conduct
in a certain way;

m private consumer boycott against a product or a product characteristic, such
as “contains FHC”, of various producers to make them change that particular
product;

m private consumer boycott against products from a certain country to achieve
a product change or certain political aims.

Ethical reflection: value judgment on effect/sacrifice

Political and economic studies of boycotts as an instrument to enforce changes
of conduct conclude that their effectiveness varies, but is limited in a majority of
cases. In general trade boycotts against countries, a value judgment (— ch.2.4)
must be made between the odds for achieving the aim (in opposition of govern-
ments) and the minimization of sacrifices (to be borne by the population). Jus-
tice in terms of equal treatment is violated in cases where trade boycotts against
countries tend to be imposed against weaker trading partners and hardly ever
against strong ones. Private consumer boycotts are more concerted but less
effective. Product ratings (— ch.4.11) are indirect appeals for product boycotts
(“Don’t buy x.”), with the emphasis placed on an ethically more positive incen-
tive (“Buy y instead of x.”) rather than on sanctions.
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414 World trade policy 1:

International conventions

Instruments of trade policy

National instruments Bilateral instruments Multilateral /international
instruments
Types — Aims Types — Aims Types — Aims
Tariffs — Price increase Trade — Long-term GATT/WTO  — Reduction
agreements regulation of tariff
Subsidies — Price reduction of trade and trade
relations banners
Contingents — Limitation
of volumes Trade — Short-term EU tariff — Mutuals
treaties agreement and trade preferences
of specific treaties
Import/ — Prevention measures
export bans of economic
relations Raw material — Agreements
treaties on goods
Non-tariff — Arbitrary/ between
trade barriers covert producer and
obstruction user countries

Source: Jahrmann 1998, p.35

Example: environmental treaties relevant to trade

(selection)

m Vienna Convention on the Protection of the Ozone Layer
www.unep.ch/ozone

m Basel Convention on the Control of Transboundary Movements
of Hazardous Wastes and their Disposal
www.basel.int

m Convention of Biological Diversity (Biodiversity Convention)
www.biodiv.org

m Framework Convention on Climate Change
www.unfccc.de

m Convention on Persistent Organic Pollutants
irptc.unep.ch/pops

m Convention of International Trade in Endangered Species
in Wild Fauna and Flora (CITES)
www.cites.org
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ZTZ International conventions

From investment protection to the protection of human rights

The significance of international treaties relevant to international law is continuing

to increase in a globalized world. Many of them are political framework conditions

and, as such, directly or indirectly relevant to trade. The following are some of the
most important.

m World trade: the rules provided by WTO/GATT, which apply to about 95 per
cent of the entire world trade (— ch.5.22); the programmes of UNCTAD, part-
icularly for developing countries; the UN Charter with the countries’ economic
rights and duties.

m Regional trade: regional trade agreements and free trade areas such as the EU,
NAFTA, APEC, ECOWAS (— ch.5.21)

m I[nvestment: the Multilateral Agreement on Investments (MAI), which was laun-
ched by the OECD and has so far failed.

m Development financing: IMF/World Bank.

m Sustainable development: Agenda 21 of the UN World Conference on Environ-
ment and Development, many environmental treaties (— previous page)

m Human rights: 1966 UN Pacts on human rights (— ch.6.18).

m Labour rights: numerous ILO conventions (— ch.5.23).

Ethical reflection: aspire to coherence

One burning challenge resulting from the increasing significance and number of
international treaties is the power struggle between the various international or-
ganizations and the priority of their treaties. The ethical task consists in the medi-
ation between competing aims and values. In such value clashes, the methods of
the value judgment, preference rules (— ch.2.4) and compromise (— ch.2.5) must
be applied. Just as, in the service of credible politics, coherence must be aspired to
between national policy areas, coherence must also be sought between the various
international treaties, particularly between global investment, trade, social, envi-
ronment and human rights policies, although this will be even more difficult. A
first step in this direction is the determination of the value clashes and the recogni-
tion that all the various values are basically equal, and that they need not subject
themselves to economic aims from the start. A trade policy without contradictions
in not possible, a trade policy with fewer contradictions is.
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4.15 World trade policy 2:

Social and environmental clauses

South: populations for, governments against

Survey among 82 non-governmental organizations and trade unions
from 27 countries, 65 of which were from 24 developing countries

Should social clauses be introduced Should social clauses be linked to
in international trade? sanctions? (responses only from
NGO/trade unions from the South)

1% with no reply 7% no 6% with no reply 4% no

92% yes 90% yes

Source: Egger/Schimperli 1996, pp.3 and 24

Proponents of social/environmental clauses in trade agreements
m Most governments of industrial nations, including the EU and USA
m A large number of employees in developing countries,
and of employers and employees in industrial nations.
m A large number of charities/civilian society in the North

Opponents of social/environment clauses in trade agreements
m Most governments of developing countries

m Most employers in developing countries

m A small number of employees in developing countries

Different views

In the WTO Conference of Ministers, the supreme decision-making body, social and
environmental clauses have so far found no majority. However, the ILO was asked in
Singapore in 1998 to develop proposals for minimum standards. Economists and many
international organizations hold different views on the effectiveness of such clauses.
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75 Social and environmental clauses

Definition

Clauses are special provisions of a restrictive nature which are attached to or int-
egrated into an agreement (e.g. Israel’s black-list clauses in certificates of origin
for exports into Islamic countries). Social and environment clauses in trade
agreements call for minimum standards in respect of working conditions in
production and services (e.g., ILO core labour standards) and for the protection
of the non-human environment, respectively.

Arguments for

m Human rights must be respected regardless of a country’s economic devel-
opment and production level.

m Liberalized world trade requires a social and ecological framework.

m Social and ecological dumping endangers social peace and the sustainable
safeguard of basic necessities.

Arguments against

m Social and environment clauses are demanded by the North with protection-
ist intent, and disadvantage the South.

m They are trade barriers and thus in contradiction to free trade.

m They are unsuitable for the removal of competitive distortions.

m Their effect is primarily limited to the area of exports.

Ethical reflection: means are negotiable, aim is not
Ethical minimum standards (we are not talking about maximum standards!)
are not negotiable since, needless to say, they protect the fundamental rights
and the basic dignity of people and nature. Ethical business exceeds more than
minimum requirements. Whether clauses in trade agreements are a suitable in-
strument for this, however, is a question of weighing up the means. In terms of
an ethics of responsibility, the means must be measured with regard to efficiency
and feasibility. If social and environment clauses are rejected, alternatives must
be shown regarding how minimum standards are respected in trade activities.
The 1998 ILO Declaration concerning the Core Labour Standards (— ch.5.23),
which is binding on virtually all the countries, could factually assume the func-
tion of social clauses if it were taken seriously.
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416 World trade policy 3:

Instruments of preference

Definition

Instruments of preference guarantee the selective preferential treatment of trading
partners for the compensation for disparate basic conditions or for concerted trade
control. They can also be granted when the fundamental equal treatment of trading
partners (WTO rules) is recognized.

Examples

Tariff preferences (preferential tariffs) grant partner countries advantages through
lower or suspended tariffs for imports from these countries. They were very impor-
tant for the export opportunities of poor developing countries; in the wake of trade
liberalization, however, they are losing some of their significance because the aim is
the general reduction of tariffs. Yet they are still a valid instrument.

WTO Special and Differential Treatment intends to provide developing countries
with a certain compensation for the very unequal basic conditions; e.g., through
extended transition periods for the adaptation of their trade to the WTO rules, or
through technical aid. The instrument is important in terms of development policy
but factually too weak for actual effects.

Ethical reflection: equalize inequality

Preferences ultimately concern the relationship between distributive and commu-
tative justice. The former provides everyone with the same (WTO: one member
state, one vote), the latter provides everyone with their due (according to perform-
ance or need). Thus preferences compensate at least slightly for the disparate con-
ditions from which trade relations start. Social and environment clauses in trade
preferences (as introduced in the EU tariff preferences) are positive incentives and
to this extent more effective than negative sanctions.
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Agents of ethical
responsibility in trade

All the participants in an economy are potential agents of ethically responsible
trade. As chapters 1—4 have dealt with the methods, values and instruments, this
chapter will now account for people; i.e., for the subjects who bear responsibility.
This concerns both the ethics of private individuals and the ethics of institutions;
i.e., the business represented by and in institutions (— ch.1.4). Institutional ethics
concerns institutions as agents with their objectives, exertion of influence, means
of power, and legal and economic conditions. These will be explained with the help
of typical examples.

The agents in respect of a certain institution include all the interested groups
(stakeholders): private individuals, groups or institutions which influence, or are
influenced by, an organization/company, be this internally (e.g. personnel) or ex-
ternally (e.g.shareholders, local community, suppliers). To the extent to which
stakeholders or shareholders assume a share in the responsibility of an institution’s
ethical orientation, they become careholders; i.e., responsible, caring participants.

The question as to the agents’ responsibility is at the same time the question as
to their power or counterpower. Power and counterpower are often seen as con-
trary to ethical conduct. The opposite is true: ethics requires power so that respon-
sibility can be assumed, and it requires counterpower so that it can be controlled
(— Power/responsibility in chapter 3.10). Theological business ethics conceives of
this power/ responsibility as a response to the word of God and His creative love;
i.e., as responsible stewardship of the earth which God lent to man to dwell in
and “to dress it and to keep it” (Gen. 2:15), as we were told to do in the history

of creation.
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Agents

All the economic subjects are potential agents of ethically responsible trade.

Various institutions must be allocated to more than one area.
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5.1 A survey of agents

Four categories of agents

A distinction is made between four categories (— table), which are represented

by examples (not exhaustive; (— chs.5.2—24).

m Individuals usually provide the decisive stimulus for ethical innovations in
institutions.

m Private institutions comprise a wide variety of heterogeneous forms of
profit-oriented institutions, their owners and of economic interest groups.

m Civil society institutions comprise a wide variety of heterogeneous forms of
non-profit-oriented social, ecological and ideational institutions which are
independent of the public and private sectors.

m Government institutions comprise nation states and federations to which na-
tion states relinquish part of their competencies, and international organiza-
tions such as the UN system.

m Many institutions are mixed forms of these categories.

Four types of value-creating institutions

m Standard-determining institutions determine legal or private standards and
values (governments, standardizing institutions, churches/religious commu-
nities, increasingly also the media).

m Standard-implementing institutions are all the institutions in their respective
sectors.

m Standard-enforcing institutions are public or private institutions with the au-
thority to impose legal, military, moral or economic sanctions, often identical
with the standard-determining institutions.

m Standard-developing institutions are public or private institutions for the fur-
ther development of standards and values, in evolutionary processes often
identical with the standard-determining institutions or established in oppo-
sition to them, in revolutionary processes represented by the opposition.

Specific ethical power, limit, responsibility

Each institutional form has specific possibilities of power and responsibilities
for the promotion of ethical trade, but also specific limits. This chapter will have
a look at both these aspects with the aim of finding the optimal and most effec-
tive institutional form and level for each business-ethical problem solution.
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5.2 Managers

Types of ethical conduct in management

Form of perception | Culture-oriented Culture-oriented
perception perception
Problem consciousness of the economy of the economy
Harmony-conscious Economists Conventionalists
Conflict-conscious Reformers Idealists

Source: Ulrich/Thielemann 1992, 26

Ulrich and Thielemann of the Institute for Business Ethics in St.Gallen (Switzerland) de-
veloped four types of ethical conduct of managers, for which they gathered empirical
evidence in interviews with top managers. In the form of perception, some experience
the anonymous structures of the economy as particularly impressive whereas others
see ethics integrated into economic life as a matter of course. With regard to conflict
consciousness, some discern harmony between ethics and success while others regu-
larly see conflicts. Empirically, 75% are rated economists; the reformers constitute the
type of the New Entrepreneur.

m For the economist, the market mechanisms with the principle of competition auto-
matically lead to ethically correct trade.

m For the conventionalist, corporate ethics is a matter of course since social morals
also apply in the economy.

m For the idealist, the conflict can be solved by special efforts in a change of con-
sciousness, while the system need not be changed.

m For the reformer, however, an ethically oriented change and a reform of the struc-
ture of factual economic constraints is necessary.
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5.7 IVIanagers

Individuals as the driving force

Individuals, in their capacities as gainfully employed persons, consumers, mem-
bers of associations, clubs, churches and action groups, as well as voting citizens
or members of parliament, are the central agents of ethical business. Despite all
the institutional standards and constraints, it is individuals who shape institu-
tions and drive their ethical conduct. Together, they constitute what could be
called Ethical Corporate Identity (ECI).

Management ethics

Managers are particularly important as ethical innovators (or preventers). The
focus is therefore on the ethical responsibility of managers. In my own experience
of cooperation between companies, NGOs and government authorities in connec-
tion with ethical business, I keep noticing that it is often one single personality in a
strategically favourable position who is able to move an institution. Often, people
like this are senior managers capable of skilfully persuading top management,
and managers from sensitive departments that are particularly strongly exposed to
ethical pressure from the general public.

Specific responsibility: career with ethics

The greater one’s power, the greater one’s ethical responsibility towards the vari-
ous stakeholders. Here, the personal question as to career and ethics plays a central
role: the proposal to introduce a code of conduct or a social label in a company may
promote or hinder one’s career. A personal and institutional credibility strategy
implies that ethicsis not used opportunistically and for specific details, butasalong-
term overall strategy based on the insight into the relevance of the fundamental val-
ues (— ch.3) to economic and social reason. The responsibility of an institution’s
managers includes all four areas of the determination, implementation, en-
forcement and development of ethical standards. One important aspect of this
is found in the ethical standards for (international) personnel management
(— WITTMANN, Literature).
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5.3 Gender: Women and men

Women in trade: facts

B 64 % of retail trade personnel in Switzerland (1995) are women.

m About 80% of the personnel of the World Shops of Fair Trade in Europe are women,
who often work in an honorary capacity.
(Fair Trade Yearbook 1997)

m Trade in capital: 58% of the micro-finance institutions for personal loans have a
majority of women borrowers.
(World Bank 1996, 11)

B 60%ofthemanpowerintheinformalsectorinAfrica,and70%inagriculture,arewomen.
(World Bank 2000, 20)

m  According to the UNDP’s Index of Human Development, the countries with the most
pronounced gender empowerment measures (GEMs) are Norway among the OECD
countries, Lithuania for Central/Eastern Europe, Botswana for Black Africa, Singa-
pore for South East Asia, Hong Kong for East Asia, Sri Lanka for South Asia, the
Bahamas for Latin America, and Tunisia for the Arab developing countries.
(UNO/UNDP 2000, 211f.)

m The value of unpaid housework is estimated to be 30-50% of the gross national
product — a value which has hardly ever appeared in the accounts of national econo-
mies, or not at all.

(Madérin 1997)

m In the free-trade areas directly linked to world trade (Export Processing Zones), the
proportion of women in the working population is about 70%.
(UNO/UNIFEM 1994, 36)
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5.3 Gender: Women and men

Gender-specific aspects

World trade has gender-specific aspects as regards women both as agents in trade
and as people affected by the negative effects of the rapid expansion of world trade.
In industrial countries, the proportion of women in the retail trade has tradition-
ally been high; it is now (slowly) increasing in management positions. The percent-
age of women Internet users is below average, while their proportion in initiatives
of ethical trade is above average. In developing countries, their proportion in sec-
tors that are partially adversely affected by world trade, such as agriculture and the
informal sector, is very high; the same applies to growth industries such as micro-
loans and micro-enterprises. Women’s working conditions and pay in many sec-
tors in developing countries are even worse than men’s. In the fast-growing export
zones linked to world trade, as well as in the other export-oriented sectors in de-
veloping countries, the percentage of women is very high.

Responsibility: empowerment of women = empowerment of ethics?

In terms of fundamental values, the equal treatment of women and men is a dictate
of justice (— ch.3.2). Numerous studies also reveal that women in the economy
tend to be more willing than men to include non-economic factors. In manage-
ment positions, they are often more open towards ethics (— ch.s5.2, reformers and
idealists), and in situations characterized by poverty, they use resources more effi-
ciently (e.g., repayment rate for personal loans, and higher productivity in subsist-
ence agriculture and informal trade). Since to date, women have tended to be less
integrated in power structures — although this is changing — they face the so-called
factual constraints of such structures with less prejudice and more criticism, for
instance with regard to participation in corrupt practices.

On the strength of these factors, the following proposition may be made: the
empowerment of women tends to means the empowerment of ethics. Whether
women labels are a means for the promotion of working conditions that are suit-
able for women is disputable. Moreover, justice with regard to gender also means
justice between the genders. This may involve specific programmes for men, for
instance by means of gender-specific training in business ethics.
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5.4 Company types 1:

Transnational corporations (TNCs)

The world’s 25 biggest transnational corporations,
according to foreign assets
Pos. Corporation Country Foreign Total
assets assets
1 General Electric USA 97.4 304.0
2 Ford Motor USA 72.5 275.4
& Royal Dutch/Shell Netherlands/UK 70.0 115.0
4 General Motors USA 0.0 228.9
5 Exxon USA 54.6 96.1
6 Toyota Japan 41.8 105.0
7 IBM USA 39.9 81.5
8 Volkswagen Germany 57.0
9 Nestlé Switzerland 31.6 37.7
10 Daimler-Benz Germany 30.9 76.2
11 Mobil USA 30.4 43.6
12 FIAT Italy 30.0 69.1
13 Hoechst Germany 29.0 34.0
14 ABB Switzerland 29.8
15 Bayer Germany 30.3
16 Elf Aquitaine France 26.7 42.0
17 Nissan Japan 26.5 57.6
18 Unilever Netherlands/UK 25.6 30.8
19 Siemens Germany 25.6 67.1
20 Roche Holding Switzerland 37.6
21 Sony Japan 48.2
22 Mitsubishi Japan 21.9 67.1
23 Seagram Canada 21.8 22.2
24 Honda Motor Japan 21.5 36.5
25 BMW Germany 20.3 31.8
Foreign assets in 1997, in billion US dollars Source: UNCTAD 1999
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5.4 Iransnational corporaElons

Definition
Transnational corporations (TNCs) are big companies operating in several coun-
tries; their performance and realization processes simultaneously take place at
home and abroad. The size and organization required to call a company a TNC
is a bone of contention.

International companies produce goods or services in one country and sell
them from there through international trade.

Significance: rapid process of concentration

The number of TNCs worldwide is estimated to be 40,000; the share of the biggest
500 in world trade, 70 %, and in foreign investment, 80 %. 40% of world trade takes
place inside companies. Of the 50 TNCs that are the financially most potent in the
world, 13 are based in the USA, 25 in Europe, and 9 in Japan (1997). The are among
the driving forces of economic globalization. Worldwide, corporate mergers have
greatly increased since the mid-1990s (— graph). Forecasts assume that in the
future, every industry is likely to be dominated by only about ten global players
(oligopolization).

Specific responsibility: ethical trendsetters?

TNCs’ investment strategies are constituent elements of world trade and thus
of the distribution of opportunities for life. Their share in the responsibility for
fair distribution and for a reduction of the gap between rich and poor is corre-
spondingly great. To combat the increasing restraints on competition through
oligopolization, it is worth considering a global anti-trust authority which in-
cludes markets other than those of the EU and the USA. TNCs are particularly
well placed to circumvent nationally imposed limits through international struc-
tures, or put them under pressure by threatening to move jobs elsewhere. Ethi-
cal trade on the world market therefore requires corresponding global regula-
tion mechanisms (— chs 4.14-16, 5.21—24). Another particular responsibility
of TNC:s is the respect for multiculturalness in global context. It is their specific
opportunity that, on the basis of their financial potency, they could set trends
for ethical standards, codes, sustainability standards, social and environmen-
tal reports, and model working conditions — which means that in the case of a
merger, these ethical standards would also have to be adopted!
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5.5 Company types 2:

Wholesale and retail trade (north)

Retail trade - facts in Switzerland

m 19% of companies and 14% of the working population work in the retail trade. 64%
are women (1995).

m The average number of employees per company in Switzerland is 12.6 in the secon-
dary sector (1998), 8.2 in the tertiary service sector, and 6 in the retail trade. Corpo-
rate size has been declining a great deal in recent years. The corporate structure in
Switzerland, like in the EU, is overwhelmingly characterized by small businesses
(EU: 93 of all the companies have fewer than 10 employees, only 1.1% more than
50).

m Supermarket chains (with more than 50 outlets) occupy 18% of the aggregate shop
floor, concentrating on foodstuffs, clothing, and radio/television.

m The market share of the two major Swiss retail chains, Migros (23.7%) and Coop
(24.6%) in foodstuffs (1999) reveals the high degree of concentration. By way of
comparison: in the UK, the market share of the ten biggest supermarket chains
amounts to 64%, that of the biggest, Tesco, to 14% (1996).

The eight biggest trading companies in Europe

Turnover Europe Turnover, abroad
Milliarden Euro (%)
1995 1999
Carrefour/Promodes 59.8 40 43
Metro 34.9 30 66
Rewe 32.5 15 17
Tesco 27.2 5 10
Auchan 25.6 20 36
Aldi 25.4 25 37
Edeka 24.0 - -
Intermarché 23.3 20 -

Source: Rudolph 2000
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5.5 Wholesale and retail trade (north]

Definitions

Retail trade is the sale of merchandise to private households on the trader’s own
account or on a third party’s account (i.e., on a commission basis). Supermar-
ket chains are retailers which predominantly sell foodstuffs and household goods
in numerous large-scale self-service outlets both nationally and internationally.
Wholesale trade is the sale of merchandise to purchasers other than private house-
holds on the trader’s own account or on a third party’s account (i.e., on a com-

mission basis).

Specific responsibility: direct or through associations

The small business size provides the retail trade with an opportunity to implement
ethical standards faster and in a way that is easier to monitor. However, adminis-
trative chores like ethical monitoring must be able to be delegated, and the costs
for licence fees for labels must be low, in order to be sustained by small businesses.
As individual businesses, retail companies may set trends locally and regionally,
but hardly nationally and internationally. At that level, their influence through the
politics of their associations (small business associations, chambers of commerce)
is highly significant. These associations should increase their profile with regard to
trade and business ethics. The high proportion of women in the retail trade makes
justice in terms of gender important (— ch.5.2).

Owing to their market power, supermarket chains have a particular opportunity
and responsibility to promote an ethically responsible production through corres-
ponding direct purchases and to manage the supply chain from the raw materials
to the end user, as well as promoting ethical consumer conduct through product
labels, corporate codes, and other marketing measures.

On account of its key position between producers and retailers, the wholesale
trade can constitute an important bridge for ethical business, for instance by per-
suading both sides to comply with and monitor social and ecological codes of con-
duct, which is something that so far has not been put to sufficiently good use.
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5.6 Company types 3:

Small producers/traders (south)

Working population according to sectors and gender
in selected countries
Country Agriculture Industry Services
Men' Women' | Men' Women' | Men' Women'
Albania 22 27 45 45 34 28
Egypt 32 43 25 9 43 48
Bangladesh 54 78 11 8 34 11
Brazil 28 23 26 9 45 68
Cambodia 71 79 6 3 23 18
Chile 19 4 34 14 47 81
Costa Rica 27 6 26 17 46 76
El Salvador 38 7 25 21 37 72
Honduras 53 7 19 27 28 66
Indonesia 41 42 21 16 39 42
Kenya 19 20 23 9 58 71
Lithuania 23 18 33 20 44 62
Syria 23 54 28 8 49 38
Thailand 49 52 22 17 29 32
Vietnam 70 71 12 9 18 20
Zimbabwe 23 38 32 10 46 52
OECD
Germany 3 3 46 19 51 79
UK 3 1 38 13 59 86
Mexico 30 13 24 19 46 68
Switzerland 4 1 39 12 57 87
USA 4 2 34 13 63 85
1 Men means the proportion of all the working men of a country who work in this
sector. The same applies to women.
The figures represent the average of 1992-97. In comparison with 1980, the service
sector is on the increase everywhere, albeit at different rates. Retailers are usually in-
cluded in this sector.
Source: World Development Indicators 2000. Author’s own layout
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56 small proﬂucers? fraders (south]

Definition

Small producers are producers, particularly in developing countries, who pro-
duce things for their own requirements, the local market, and in individual cases
for export; they work in agriculture, crafts and services, with only a few hectares
of land and almost without any loan capital. Small traders market their own
products or those of small producers on the local market or as intermediaries
for export. Small producers and traders often operate in the informal sector.

Significance: majority of the working population in the south

30—70% of the working population in developing countries still work in agricul-
ture, though their number is falling. The share of the non-agricultural working
population in Latin America is between 50—80% and experiencing an upward
trend; about 40% are self-employed and work in micro-firms. The majority of
the working population in developing countries are small producers and trad-
ers. They are a very important safeguard of food and development. The signifi-
cance of the local market apart from the world market is often underestimated
in the debate about globalization.

Specific responsibility: support in exports

Exports may constitute a vital additional income for small producers and traders
apart from the local market. In order to be able to do business worldwide, they
need support for quality improvement and monitoring, micro-loans, a certain sta-
bility of raw material prices, and (usually cooperative) marketing structures. This
support is provided through fair trade (— ch.5.11) and development cooperation
but is also a task of ethically responsible trade. This is done through the promo-
tion of imports from small producers and through cooperation with fair trade and
development cooperation. In this manner, the fundamental value of partner-
ship (— ch.3.8) is applied to weaker trading partners, which promotes humane
development. Without this promotion, labels and codes of conduct may further
marginalize small producers and traders in comparison with financially more
potent trading partners. Intermediaries must be subjected to particular checks
with regard to fair pricing in the monitoring of labels and codes.
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5.7 Company types 4:

Informal sector

Employment in the formal and informal economies
of selected Latin American countries
Share of the
non-agricultural Informal economy Formal
working population economy
Total Self- Household- | Microfirms | Total
employed related
services
Argentina 1990 47.5 24.7 7.9 14.9 52.5
1996 53.6 27.1 7.8 18.7 46.4
Bolivia 1990 56.9 37.3 6.4 12.8 43.1
1996 63.1 37.7 5.5 19.9 36.9
Brazil 1990 52.0 21.0 7.7 23.3 48.0
1996 59.3 23.8 9.5 26.0 40.7
Chile 1990 49.9 23.6 8.1 18.3 50.1
1996 50.9 22.7 6.8 21.4 49.1
Colombia 1990 55.2 23.5 5.4 26.3 44.8
1996 57.2 25.9 3.8 275 42.8
Costa Rica 1990 42.3 18.1 5.8 18.4 57.7
1996 47.2 17.4 5.2 24.6 52.6
Ecuador 1990 51.2 325 5.6 13.0 48.8
1996 52.9 31.8 5.9 15.2 47.2
Mexico 1990 55.5 30.4 5.6 19.5 44.6
1996 60.2 325 5.4 22.3 39.8
Panama 1990 40.5 20.4 7.2 12.8 59.5
1996 41.6 20.7 7.0 13.9 58.3
Paraguay 1990 61.4 21.2 10.7 29.4 38.6
1996 67.9 26.9 10.0 31.0 31.1
Peru 1990 51.8 35.3 5.1 11.4 48.2
1996 57.9 37.4 4.2 16.3 42.1
Uruguay 1990 36.3 19.3 6.0 11.0 63.7
1996 37.9 21.3 6.3 10.3 62.1
Venezuela 1990 38.8 221 4.1 12.6 61.2
1996 47.7 28.1 2.4 17.2 52.3
Source: ILO, Informa, Panorama Laboral 97 (Lima, 1997); © IAT 1999
8.4in 10 new jobs created in Latin America between 1990 and 1994 were in the informal
sector! In Africa, 60% of the urban working population work in the informal sector. In
Peru’s capital, Lima, the proportion of women in this sector is 80%, in Indonesia 65%
(ILO,1997).

© Stlckelberger: Global Trade Ethics

116



5.7 Informal sector

Definition

The informal sector comprises that part of the production of goods and services
which works with a low degree of organization, low productivity, as a household
operation, without any loan assets, without any employment agreements and thus
in circumvention of welfare state requirements, with little security, and as a subsist-
ence operation (ILO 1993). The grey economy, which is distinct from the informal
sector, comprises unlawful economic activities in circumvention of legal oblig-
ations, particularly as illicit work.

Significance: high proportion, low security

In many countries, particularly in the cities of the South, more than half the popu-
lation work in the information sector (— table on the left). However, the informal
sector is also on the increase in the big cities of industrial and transitional countries.
In these insecure working conditions, even small personal problems such as illness
or economic problems like inflation can drive people back into poverty again.

Specific responsibility: part of the trading chain?

The low security of employees in the informal sector means more responsibility for
family networks and government or charitable institutions. The avoidance of tax in
the informal sector gravely weakens the scope of government action and, converse-
ly, casts doubts on the (democratic) credibility of many countries. Since efforts to
integrate the informal sector into the formal sector are hardly ever successful, the
promotion of small business and an improvement of working conditions in the
informal sector is now also supported by development cooperation. Many subcon-
tractors of export-oriented companies operate in the informal sector. It is unethical
for companies in the formal sector to resort to subcontractors from the inform-
ation sector in order to cut their pay and avoid ancillary wage costs. Thus codes
of conduct which cover the entire trading chain also imply a share in trade-ethical
responsibility for the informal sector; i.e., for raising the particularly low pay
and inadequate social security prevalent in this sector. Trade-ethical guidelines
in the treatment of the informal sector as the “economy of outcasts” remain to be
developed!
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5.8 Lobbyists 1:

Shareholders

Ways of ethical shareholder responsibility

Model A)

Ethical
umbrella
organization

Information
Argumentation

Shareholder
meeting

Responsible
shareholders

Voting right
Motions

Model B)

Collected voting

Voting right Nll'ig_hts
; otions
delegation ; Shareholder
Responsible Ethical - meetin
p Mandate representative ¢
shareholders iati
«—— organizations |_
Information SN
Motions \\\
-
Model C)
Stock exchange
Investment

Money investment

Institutional
investors (pension
schemes)

Shareholder
meeting

Mandate | Ethical [ Voting right |

fund

-
Information

Motions

© Stlckelberger: Global Trade Ethics

118



5.8 Shareholders

Definitions
Shareholders are members of a joint-stock company who are entitled to dividends
and the right to vote in shareholder meetings. Shareholder value denotes a joint-
stock company’s corporate policies to increase the shareholders’ assets. Respon-
sible shareholders (Pactionnariat responsable, Aktiondrsverantwortung) observe the
above-mentioned rights and obligations (legally, virtually none; ethically, the share
in the responsibility for the company’s ethical strategy and thus the corresponding
monitoring of its management). In this manner, shareholders turn into careholders.
In Anglo-Saxon countries, corporate governance denotes a bundle of measures
to ensure the working order and to monitor a company or institution, with which
the shareholders or owners assume their overall responsibility and receive an ap-
propriate compensation for their investment.

Direct and delegated shareholder responsibility

m Model A
Shareholders’ direct assumption of responsibility at the AGM, supported by
social and ecological information from an umbrella organization or technical
organization, such as the Interfaith Centre on Corporate Responsibility, New
York, for religiously and ethically motivated shareholders.

m Model B
The delegation of the right to vote to an ethics-based, specialized shareholder
representative.

m Model C
Institutional investors’ investment in ethics funds, which in turn assume del-
egated shareholder responsibility in accordance with the fund criteria; the Ethos

Foundation in Geneva is a case in point.

Specific responsibility: strengthen shareholders’ obligations

An increasing number of specialized institutions support shareholders in the ex-
ercise of their responsibility, which must be welcome in ethical terms. Legislators
must extend shareholders’ obligations in order to strengthen the latter’s respon-
sibility in accordance with their power. The further rapid increase in the global
concentration of power calls for globalized control mechanisms and for the crea-
tion of an institutional representation of social interest groups (stakeholders) in
company’s decision-making processes (joint-stock companies’ AGMs).
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5.9 Lobbyists 2: Employers’ federations

and chambers of commerce

Economic interest groups

Economic interest
groups

Entrepreneurs’
associations

Employee
associations

Trade unions

Umbrella organizations

organizations and industry

Industrial trade unions
| Industrial
associations

Small business

Company unions L
r associations

| Regional
associations

| Retailers’
associations

| Industrial
associations

This diagram does not reflect the complex diversity of associations,
nor does it mention all of them.

Example: Chambers of Commerce

International Chamber
of Commerce ICC
(Paris)

130 members

National Chambers
of Commerce
(domestic)

Regional Chambers
of Commerce

National Union
of Foreign Chambers
of Commerce

Bilateral Chambers
of Commerce

Employers Trade Chambers
federations associations
| Umbrella | Promotion of trade | Chambers

of commerce

| Chambers
of industry

| Craft chambers
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59 Employers Tederations and chambers of commerce

Definition

Economic interest groups are associations which represent their members’ eco-
nomic interests in tariff negotiations with the government and society. Employ-
ees are represented by trade unions (— ch.s.10), employers by employers’ fed-
erations — the classic triad of employers’ federations, industrial associations and
chambers of commerce, industry and trades) — and their umbrella organizations
at regional, national and international levels.

Associations’ instruments for ethical responsibility
m Training of members
Provision of information about possible courses of action

Awards and financial incentives for companies

Promotion of coherence and shared standards, including rating, inside indi-

vidual industries, among industries, and internationally

m Monitoring of one’s own labels and codes, or participation in the monitoring
of intersectoral labels and codes

m Sanctions against and blacklists of association members that fail to comply
with ethical standards

m Consideration of ethical standards in national and multilateral lobbying with
regard to trade policies

m Cooperation with NGOs

Specific responsibility: public welfare orientation

The ethical responsibility of economic interest groups means that they do not
merely pursue their members’ short-term interests such as cuts in social contri-
butions and taxation on the employers’ side (and wage rises on the employees’
side) but include the long-term overall social responsibility for international so-
cial and ecological development. For an association, ethical conduct thus means
to combine the legitimate representation of particular interests with public wel-
fare orientation. In international trade, bilateral chambers of commerce (like the
Sino-Swiss one) and the International Chamber of Commerce (ICC) can make
important contributions to the partnership between trading partners and to

voluntary and legal ethical standards.
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5.10 Lobbyists 3: Trade unions

and non-governmental organizations

Declining trade union membership
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IGOs (a): the number of universal, intercontinental and regional IGOs empowered under international law

Source: Globale Trends 2000, p.370
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510 Irade unions and non-governmenEaI organlzahons

Definition

Trade unions are independent associations of employees under private law for
the safeguard and implementation of their members’ economic, social and cul-
tural interests in their relations with employers, government and international
authorities, and the general public.

Non-governmental organizations (NGOs) are independent associations un-
der private law which usually specialize in a certain issue, try to increase the
general public’s sensitivity to it, provide aid, or participate in the creation of
national and, particularly, international political processes and institutions.

The diversity and growing role of NGOs

NGOs are extremely heterogeneous and varied: small expert groups, broadly
based charities, international environmental associations, international cam-
paign networks of a given duration, militant action groups, etc. The focus is on
policies regarding the environment, human rights, and development. NGOs
work in international networks, which are increasing rapidly owing to the Inter-
net. De facto, they are entities subject to international law although prevalent
jurisprudence does not yet recognize them as such.

Specific responsibility: fair counterpower

International NGOs play an increasingly important role at international confer-
ences and in their interaction with governments. Thus 1420 NGOs were registered
at the 1992 UNCED Conference in Rio de Janeiro. What was said about economic
organizations also applies to NGOs: the legitimate representation of particular
interests must be combined with public welfare orientation. Trade unions and
NGOs cannot and should not take over government tasks, but monitor them as a
counterpower, and support them cooperatively as a partner wherever possible. The
guarantee of trade unions’ and NGOs’ independence and freedom of action in rel-
ation with companies and government must be accorded particular protection on
the basis of the fundamental values of freedom and fair participation.
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511 Lobbyists 4:

Fair trade organizations

Organizations of Fair Trade (FT)
International Tnternational Tnternational
Federation Federation
for alternative | FTlabel
Trade organizations
(IFAT)
M1
Continental European FT ‘ ‘ Network
organization of European
(EFTA) [ J L — | World Shops
— — —|—— — | (NEWS)
National/ Export/marketing FT-Import- NationalFHTabelor{ World Shop
regional organizations of organizations ganizations, suchas associations
small producers L (ATOs), L Max Havelaar,
such as Gepa, Transfair
Claro
Local Small producers World Shops
Level Small producers Import- and Local organizations, Points of sale,
and export marketing organi- usually importing exporting
organizations, zations, countries and importing
Trading exporting countries importing countries countries
partners
The partners of these fair trade organizations are
m the companies of the conventional economy which participate in fair trade
(supermarkets, retail trade, processors),
m the bodies responsible for the above-mentioned organizations
(charities, development-related organizations, partially companies).
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5. Fair trade organizations

Definition

Fair trade organizations promote fair trade, which is meant to open up markets
for the economically disadvantaged — often small producers — and to improve
their living and working conditions through fair prices and sustainable produc-
tion (— ch.6.8).

Organizations of fair trade

m Producers: Small producers and their alliances in economically marginal regions
all over the world, particularly in developing countries. The IFAT (Internation-
al Federation for Alternative Trade), which was set up in 1989, consists of 88
producers’ organizations from developing countries and 60 fair trade import
organizations from industrial countries

m Import organizations: intermediaries (between small producers and world shops)
and producer promoters, set up in the mid-1970s: ATO’s (Alternative Trade Or-
ganizations, usually national), and EFTA (European Fair Trade Association) as
the ATOs” umbrella organizations in Europe (examples: gepa in Germany, claro
in Switzerland).

m Label organizations: Labelling and monitoring of individual products according
to fair trade criteria, nationally under various names such as Max Havelaar or
Transfair. The FLO (Fairtrade Labelling Organizations International) is the um-
brella organization of the fair trade labelling organizations (14 from Europe and
1 each from the USA, Canada and Japan), established in 1997 (— chs 5.14—5.16).

m Sales outlets: World shops since the early 1970s (the first in the Netherlands),
later retail trade and supermarkets. NEWS (Network of European World Shops)
has consisted of 15 national world shop associations in 13 countries, which rep-
resent 3000 shops, since 1994.

— Appendix for the addresses of these organizations.

Specific responsibility: pioneering role

Fair trade conceives of itself as representing the interests of the poor in econom-
ically disadvantaged regions. In terms of trade ethics, it can play a pioneering role
in the raising of standards in that it appeals to particularly sensitive consumers. For
the promotion of small producers and the improvement of their quality standards,
it remains dependent on development aid. One specific contribution is the part-
nership of those who buy from small producers.
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5.12 Religious communities and charities

Examples of church agents of ethical business
Type of | Church Business Educational Charities
structure | management ethical institutions and action
agencies groups
Level
International World Council WCC offices International Ecumenical
of Churches at the UN, ecumenical Advocacy
(WCC), papal dialogues Alliance,
World Confer.  commission between involvement
of Bishops, Justitia et Pax, churches in codes, co-
interfaith Christian and operation with
conferences entrepreneurs companies companies
Continental Continental Agencies Continental Charity
councils at continental  associations umbrella
of the bishops’ and sub- of church organizations
conferences, continental education at the EU
and ecumen- church centres (Aprodev,
ical church alliances Cidse), trade
conferences campaigns
National/ National Institutes Theological Charities
regional Councils of business faculties/ such as
of Churches ethics, universities, Brot fiir alle,
(public Justitia et Pax, academies Brot flir
statements), Interfaith and education die Welt,
interfaith Centres for centres, Christian Aid;
debating Corporate church fair trade
circles Responsibility media projects
Local Parishes, Individual Religious World groups
ministry, employees and ethical of develop-
financial of the church education ment policy
administration at all levels
of education
— Appendix for the homepages of some institutions.
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512 RellglOUS communities and charities

Definition

Churches are Christian religious communities which comprise private individuals,
local parishes, church federations at all levels, church works, institutions and initi-
ative groups. Religious communities are collectives of people of the same faith in a
wide variety of institutional forms; the terms often describes the world religions.
Charities are non-profit-making institutions which support disadvantaged people
with donations, information and legal aid, and which make efforts to have the
disadvantages removed by improved general economic and political conditions.

Pioneers of responsible business

The importance of the Christian churches and the other religious communities for
global business and sustainable development is recognized anew today. They used
to shape the development of the economy in the historical past. It is not by accident
that the Chairman of the Word Bank and the Archbishop of Canterbury have set
up an interfaith consultation group. Churches and charities are often among the
pioneers of responsible business and fair trade. Today, they increasingly work in
global networks, also in cooperation with Buddhist, Hindu, Islamic and Jewish

initiatives.

Specific responsibility: global ethics with spirituality

Responsible action is not only the result of ethical rules but needs to be rooted in a
holistic world view. Religious roots mean responsibility towards God as the force
that precedes and succeeds, newly creates, liberates, reconciles and guides human
beings. Before and besides an ethical orientation, the religious communities’ res-
ponsibility is therefore in preaching, worship, religious service and the communion
from which responsibility for (global) welfare grows. This results in cooperation
with economic agents and — where required — resistance against unfair trade. One
specific challenge is active participation in a global ethos (Hans Kiing is the pio-
neer) which stipulates shared values for the world economy on the basis of human
rights, at the same time respects contextual value differences, and contributes to-
wards the non-violent solution of value clashes.
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5.13 Networks for ethical business

Examples of networks for ethical economy

International International International Third World International
Society Christian Union Network TWN, Association
of Business, of Business Malaysia for Business
Economics Executives ) and Society
and Ethics Uniapac Jubilee 2000 IABS
ISBEE

Continental European Corporate Europaische
Business Ethics Social Soziale
Network Responsibility Biirgerbewegung
EBEN Europe Attac

CSR

Latin American
Business Ethics

Network
LABEN
National Deutsches Ethical Trading entrum fur
Netzwerk Initiative ETI Wirtschaftsethik
Wirtschaftsethik (Germany) ZfwW
DNWE (Konstanz,
German
Netzwerk v)
fiir sozial Institut fiir
verantwortliche Wirtschaftsethik
Wirtschaft NSW IWE
(Switzerland) (St.Gallen, CH)
Level Interdisciplinary Company- Labour- and action- Research-
“multi-stakeholder” oriented oriented oriented

Focus

These networks, too, make extensive use of electronic links.
— Appendix for the addresses of their websites.
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513 Networks for ethical business

Definition

Networks for ethical business link agents from various sectors for the purpose of
reinforcing the ethical and social responsibility of all those involved in the econo-
my through the exchange of information, further education, research, comments
and campaigns. They start from various premises and focus on different issues.

Boom since the 1990s

In parallel with the globalization drive, the number of business ethical networks
has been rapidly growing since the 1990s and will soon be threatening to become a
virtually impenetrable jungle (for examples, — table on the left). Originally, most
of them had been launched by business ethicists (EBEN in 1989, ISBEE in 1992,
IABS in 1990, with academics from over 100 countries). Today, companies them-
selves are playing an increasingly important role in these networks (e.g., CSR);
they primarily link up by means of international conferences. In Europe, EBEN
with members from 33 countries is the most important of these organizations,
whose ancestors were the Christian employers’ federations, such as Uniapac (1931)
and Christian trade unions, as well as the Christian institutes for business and
social ethics and the church/business discussion circles set up from the late 1960s
(— ch.5.12).

Specific responsibility: involve Southern partners

The tripartite cooperation between governments, NGOs and private agents, which
has already been realized in the ILO, points the way ahead for the solution of global
business ethical problems, since no sector will be able to solve them on its own.
Accordingly, the private networks mentioned here will increase in significance
as partners in cooperation with multilateral institutions. The majority of these
business ethical networks mainly consist of participants from Europe and North
America. On the basis of the fundamental value of partnership, partners from
transitional, threshold and development countries most be more strongly involved
with their experiences and values, as ISBEE has so far done more than any others.
Better interlinkage with label and code initiatives (— ch.4.5, 4.6) would improve
efficiency even more.
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5.14 Standardization institutions

Examples of private standardization institutions

ISO International Organization for Standardization
Most important private standardization institution with 130 national
standard associations. Standards: ISO9000ff: technical standards since
1987, 1ISO 14000ff: environment management standards since 1996, ISO
21000: social standards (proposal of Brot fiir alle, not realized so far)

CENELEC Comité Européen de Normalisation Electronique
Standardization in electric technology

ETSI European Telecommunications Standards Institute
Standardization in telecommunications

ICC International Chamber of Commerce
Standardization of the “International Commercial Terms”

FLO Fair Trade Labelling Organizations International
Standardisation of fair trade labels worldwide (Max Havelaar, Transfair,
etc.), focusing on Europe

SAI/CEPAA  Social Accountability International (up to 2000, CEPAA)
Accreditation institution for social standards with the SA 8000 series
(Standard for Social Accountability, since 1997)

AA Institute of Social and Ethical AccountAbility
AA1000 (AccountAbility Standard, since 1999)

IASC International Accounting Standards Committee
Standardization of corporate accounting

FSC Forest Stewardship Council
International standards for sustainable forestry; global FSC label

The WTO rules of the Agreement on Technical Barriers to Trade (TBT Agreement) make
it incumbent on WTO member states to ensure that the private standardization organ-
izations that are subject to central government control adopt the Code of Conduct for
the Development, Adoption and Application of Standards (Appendix 3, TBT). Standards
are understood as rules and guidelines for a product or production process, and com-
pliance is not compulsory (App.1).

— Appendix for the addresses of these institutions.
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514 Standardization mstitutions

Definition

Standardization is the process of the formulation of standards for products, pro-
cesses or institutions by means of voluntary agreements or binding laws. Standard-
ization institutions are private or government/supranational institutions which
develop and adopt standards for certain target groups.

Trend towards harmonization/globalization of standards

Any institution of the legislative and judiciary institution is by definition an in-
stitution that can develop and implement standards! The private institutions can
develop new series of standards without any complication, and in a free market,
and they are growing in number at a corresponding rate. The rapid globalization
forces us to harmonize the unmanageable diversity of technical (WTO: — ch.5.22),
legal, ecological and thus also ethical standards. The quest for a “world ethos” is
expressive of this. In the past 20 years, there has been a development, first from
technical to management-related standards and then to ecological, social and now
integrated series of standards, which are often called ethical (— Labels, ch.4.5). One
example of the latest tendencies in private standard harmonization is the Global
Reporting Initiative (GRI). Launched by a wide variety of private and UN environ-
ment standardization institutions, and based in Boston, USA, it published globally
applicable guidelines for organizations’/companies’ reporting on sustainability in
June 2000, and intends to introduce them from 2002.

Specific responsibility: check standards for ethics

Technical, legal, economic, social, ecological and moral standards (usually stand-
ardized measuring units or legal imperatives) developed by standardization insti-
tutions may be, but are not automatically, ethical standards that take their bear-
ing from the fundamental values (— chs 2.1, 3.0). They must be checked for their
ethical substance individually, particularly by the most important technical com-
mittees. The search for a global ethos is necessary for world trade if any ethical he-
gemony should be prevented (— chs 5.12, 5.24). The private global harmonization
of standards may be a precursor of binding supranational regulations.
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5.15 Accreditation institutions

Process of the establishment and enforcement of standards

Standardization

7\
Development Establishment
of standards of standards

Standardization

institutions
Establishment
Verification of standards Accreditati
. ccreditation
(internal/external) Enforcement

of standards

Development
of standards

Certification

Consultation

Financing
Observation (banks, stock (individuals,
(media, NGOs) exchanges, companies,
government) government)

The four steps can be carried out by different institutions or, in the case of
geographically or thematically limited standardization, by the same institution.
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515 Accreditation institutions

Definition

Accreditation is the process of granting a recognized certificate to an institution
which has the competence and independence required by the methods it uses to
check products, processes or institutions with regard to their compliance with a list
of conduct criteria. This must be distinguished from checks on the standards them-
selves (certification, monitoring). Accreditation institutions are private or govern-
ment/supranational institutions which are authorized to grant such accreditation.
They are frequently identical with the standardization institution of a standard.

Example: standard SA8000

The graph on the left shows the institutions involved in the private, comprehensive
social standard, Social Accountability 8000 (SA8000), which was launched in 1997.
It was developed by the Council on Economic Priorities (CEP) in New York and is
now being implemented and further developed by Social Accountability Interna-
tional SAI (called Council on Economic Priorities Accreditation Agency CEPAA
until 2000), New York. SAI has accredited five globally operating companies based
in Europe and in the USA (as at August 2000): SGS, DNV, BVQ], ITS, UL (— fol-
lowing chapter). Trade unions and NGOs are invited to apply for the status of
certifier, but costs and criteria factually largely debar them. A company can only
have individual production plants certified, which may undermine the standard. In
addition, subcontractors are not covered by the standard.

Specific responsibility: selection of certifiers

Through the accreditation of certifiers, accreditation institutes make important de-
cisions concerning the interpretation of standards and the seriousness of standard
monitoring. In this respect, objectivity, independence, technical competence in the
core areas of the standard series, representation of various social interest groups
(stakeholders) in the decision-making bodies, also from developing countries, and
costs that are capable of being sustained even by smaller and weaker companies,
are important ethical criteria for the assessment of accreditation and certification
institutions.
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5.16 Certification institutions

Example: Standard SA8000

Standardization
SA8000 by CEP/CEPAA
SA8001 by SAI

SA8002 by SAI

Accreditation
of the certifiers
by SAI/CEPAA

—according to panel

Verification
by certifiers
or controllers Standard
— every 6 months, SA8000
—every 3years — check every 6 months
Recertification
Report E\e::tgz;'ons Consultation
|
Certified Certificate Certification Consultation | Associations,
— by SGD, DNV +<— trade unions,
BvaQl, ITS, UL NGOs

company

As of August 2000

Complaints about violations of the SA8000 standard can be lodged with the company,
the certification institution and the accreditation institution.

— Appendix for the homepages of these companies.
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5.T6__ Certification institutions

Definition

Certification is the process of granting a recognized certificate to an institution
which has been monitored with regard to its compliance with a list of conduct crit-
eria. Certification institutions are private or government/supranational institutions
which are authorized to grant such certificates.

The certifiers’ market

Multinational certification groups tend to certify international standards such as
ISO and SA: for instance, SGS (Société Générale de Surveillance, Geneva, 1291 offi-
ces in 140 countries), BVQI (Bureau Veritas Quality International, London, 580
offices in 150 countries), DNV (Det Norkse Veritas, Utrecht, 300 offices in 100
countries). The predominance of European and US certifiers and their fight for
ethical certification reflects the world market (— market of ethics, ch.6.24). Small
companies and NGOs predominantly certify national or product-specific standards
but also international ones such as ISO. These are the environment offices, fair
trade label organizations, associations, networks, and holders of labels and codes.

Specific responsibility: independence

What was said about accreditation institutions in the previous chapter also applies
to certifiers. Particularly important are their credibility through competence and
independence from certified companies, as well as fair participation (— ch.3.2);
i.e., the fair involvement of the various participants (employer and employees) in
the monitoring of firms/institutions. The fact that the five firms accredited for the
certification of SA8000 (— previous chapter) are themselves business partners of a
wide variety of companies and are experienced in the technical domain rather than
in social concerns and human rights has caused may local employee representatives
to be mistrustful and to call for these firms’ independence to be examined. Since
certification costs are high for small businesses, certification in developing coun-
tries is often only possible in big export-oriented companies, which means that the
award of certificates again reflects the North/South divide.
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5.17 Auditing institutions

The world’s five biggest auditing companies

PWC Pricewaterhouse Coopers
the world’s biggest auditing and consulting company.
850 branches in 150 countries, headquarters in New York/USA.

AW Andersen Worldwide (Arthur Andersen)
branches in 78 countries and cooperation agreements in 46 further
countries, headquarters in Chicago/USA since then. Fundamental
changes and crises ensued.

KPMG KPMG International
KPMG International, 800 branches in 150 countries (the only one
of the five which is bigger in Europe than in the USA), headquarters
in Amstelveen/NL.

E&Y Ernst & Young International
660 branches in 130 countries, headquarters in New York/USA.

DTT Deloitte Touche Tohamtsu

DeloitteToucheTohamtsu,branchesin130countries,headquartersinNewYork/
USA.

(Figures 1999)

20
1999
15 |
PricewaterhouseCoopers
| .
10 Andersen Worldwide
KPMG International
5 | Ernst & Young International
Deloitte Touche Tohamtsu
0

Annual turnover in billion US-Dollar

— Appendix for the homepages of these companies.
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517 Kualhng mstitutions

The various forms of monitoring and controlling have already been described
(— ch.4.7). A more important role is played by NGOs with observation functions,
such as the ,,watch® organizations, Social Watch among them, the centres for busi-
ness information like Centre Info in Switzerland and the New Economics Founda-
tion in the UK, and the charities. Here, the focus is on private auditing companies,
which are important agents of ethical trade.

Definition

Audits are an internal or external examination of processes in a company’s or in-
stitution’s production and finance. Auditing companies (auditors) are companies
that carry out external audits for the benefit of other companies’ boards of directors.

Auditing firms: power concentration in the Big Five

The world’s five biggest auditing companies (— on the left) carry out the majority
of audits in international trade and for international organizations. This is increas-
ingly supplemented by consultancy work — also in ethics (— ch.5.19) — that is also
offered by these firms. In 1977, they achieved 70% of their turnover from audit-
ing work; today, the figure is 30%. The share of consultancy work, partially with
the same customers, rose from 12% to 50%. This, coupled with the mega-mergers
of TNCs which are their clients, increasingly makes the auditors’ independence
doubtful. The fall of Enron and Arthur Anderson in the US during 2002 shows a
deep crisis.

Specific responsibility: credibility

Credible auditing is of great ethical significance for fairness in trade, particularly
fair procedures, transparency and trust (cf. chs 3.3, 3.7, 3.9). This includes the audi-
tors’ responsibility for public welfare. The new International Standard on Auditor
Independence reveals that audit independence must be strengthened again, particu-
larly among the Big Five. The costs of serious auditing are a development-ethical
problem for the smaller trading partners and also for development projects. Small
auditing firms in the South are often prone to corruption. Moreover, e-commerce

requires a new type of auditing.

137



5.18 Financing and insurance institutions

Capital and insurance market

Private/institutional
investors
Capital providers

J

i Finance brokers
Investment in ! Loan and — brokers
production/trade i capital market —investment

! consultants

Companies
Demanders of capital

Export risk
guarantee

Companies
Insurance policy holders

S

Insurance brokers
Insurance market —insurance agents
- insurance consultants

Insurance providers J
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.18 Financing and insurance instrtutions

Definition

Ethically acting financing and insurance institutions are those which align all their
activities with fundamental ethical values and which, in particular and to a sub-
stantial extent, grant loans, make investments and insure risks according to ethical
criteria (— ch.6.14).

The agents of the financing and insurance business

Ethical demands are made on exponents of the loan and capital market such as

m private and institutional investors with regard to their investment criteria and
their (global) investment policies;

m private-sector and public-sector banks with regard to their interest and debt
policies (— chs 6.4, 6.16), private banks with their forms of money transfer;

m finance brokers with regard to insider trading (— ch.KosLowskr 1997);

m prospective borrowers with regard to their investment policies.

Ethical demands are made on exponents of the insurance market such as

m insurers with regard to insurance policies for weaker trading partners and infor-
mal small traders (— chs 5.6, 5.7);

m reinsurers with regard to uninsurable large-scale risks (e.g. environmental dec-
laration of the insurance business with UNEP);

m insurance policy holders with regard to dishonest conduct (Moral Hazard).

Specific responsibility

Financing and insurance institutions are likely to have the greatest economic power
and responsibility when it comes to the promotion of ethical standards in trade, for
ethical business will only succeed in a free market if it can be financed and insured.
The loan, capital and insurance markets possess various ethical aspects. The most
important may well be the way in which they guide investment. No other industry
is likely to be so strongly based on the trust between lender and borrower (— Trust,
ch.3.9) as the finance industry. In the insurance business, compulsory insurance is
an expression of the protection of victims and responsibility for the public welfare.
It is in a tense relation with individual freedom. Ethical insurance clauses, such
as are included in, say, government export risk guarantees, are part of insurance
ethics.
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5.19 Ethics advisory institutions

Ethical advice

Company

— Corporate management
— Personnel management
—In-house ethics institutions

- Private ethics institutions Government

- Consultancy firms - Ethics commissions

— Ethics coaching regional, national,

— Business Consultants international

- Investment consultants - With a general brief or

- Insurance consultants focused on specific issues

Agents
of ethical advice

Churches/religious

Research and networks L.

communities

— Ethics institutes
at universities

— Ethics networks

— Standard institutions

- Individual pastoral care
— Religious services

— Discussion circles

— Ethics institutes
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519 Ethics aawsory stitutions

Definition

Ethics advisory institutions are private or public points of contact which advise
individuals or collectives with regard to ethically responsible action (planning,
implementation, monitoring) without making the actual decisions themselves.

Agents of business ethical advice

m In-house role played by the management, heads of departments and of per-
sonnel (— management responsibility, ch.5.2). Big companies have their own
ethicists for training and advice. They must be expected to have had a well-
founded theological or philosophical education in ethics.

m Explicit integration of ethics into the work done by business and investment
consultants (ethical investment).

m Government ethics commissions (commissions that are relevant to trade ex-
ist for animal ethics, medical ethics and genetic technology, in particular) and
ethicists in extra-parliamentary business advisory commissions.

m Consultancy agreements with university, church and private ethics institutes.

m Personal ministry and the coaching of people with management experience
with regard to issues of professional ethics.

m Interdisciplinary and intercultural discussion circles about professional eth-
ics, either in physical presence or virtually on the Internet.

Specific responsibility: no interest-induced bias

Any advisers are naturally tied to a wide variety of interests. Nevertheless, ethi-
cal advice must make an effort to represent no interests other than those of
ethics;i.e.,to represent a moral clarification force outside economic and political
interests. It is able to do so because it does not have to make the political and
economic decisions itself. The guarantee of the independence of government
ethics commissions, but particularly also of private-sector and in-house ethi-
cal advice, is therefore crucial to their credibility. The present boom in ethics is
producing many self-appointed ethicists. Ethics, however, is a discipline like any
other and requires the corresponding education and training.
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5.20 Nation-states

Nation-states in world policy

UN organizations

Regional
integration projects
(EU, NAFTA etc.)

‘ Nation-states

‘ Local politics

Private global players

— multinational groups
- media
—international banks

International regime

National and global
civic society

- NGOs
— Representations of interests
- Science

Source: Globale Trends 2000, p.388

World order models

Anarchy among states

Hegemonic order

—
/
‘\
/
T
Horizontal self-coordination Order provided by the world state

PR N

NN VZRN

The present world order constitutes a mixture of ideal model types:
the US hegemony with the UN's limited government character,

Source: Globale Trends 2000, p.381

and coordination among nation-states through international organizations.
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5.70  Nation-states

Definition

Nation-states are political entities with limited territories for the promotion and
safeguard of human life through the (constitutional) rule and enforcement of
law and the monopoly of power.

Nation-states and global governance

The view is gaining ground that nation states are losing their significance
in a globalized world and are unable to solve the global problems. Factually,
however, they remain the most important agents for creating the framework
of political systems, either nationally, or internationally through treaties under
international law and through their decisions in supranational or multilateral
institutions. Formally, nation states set the WTO’s course (informally, this is pri-
marily done by blocks of countries and forces from the private sector). However,
there are also ungovernable territories that give an impression of anarchy and
have no de facto state power, for instance in Africa, where (illegal) trade is able
to flourish. A variety of world order models (— graph on the left) are now being
discussed again under the heading of global governance.

Specific responsibility: equalization of interest

One main function of nation states is to balance interests both nationally and
internationally; i.e., to solve the conflicts between fundamental values (— ch.3)
by means of value judgments, with as little violence as possible, and through
the democratic involvement of the population. In this manner, “politics in the
service of basic needs” (EPPLER, 2000) would become politics in the service of
the fundamental values. Today, nation states also have the task of reducing the
lack of democracy in supranational and international institutions through the
participation of national parliaments, for instance through the creation of a
WTO parliament. Regardless of any international cooperation and coordination,
however, nation states continue to be ethically obliged to make arrangements
which go above and beyond the smallest common denominator of internation-
al obligations wherever they regard this as necessary for (trade) ethical reasons,
for instance in the fields of trade and the environment.
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5.21 Supranational alliances of nations:

Example: EU

Instruments of the common EU trade policy

Goals of EU trade policy
(domestic and foreign trade)

- opening of the market

- representation of own interests
—coherence with the WTO

Five main instruments ‘

Anti-dumping Anti-subsidy Anti-trade- Common Monitoring of
policy policy barrier policy import/export trade policy by
policy non-member
states

Tension with other political domains

Development Environment Labour Financial etc.
policy policy market policy policy
EU resolutions on Fair Trade
1994 EU parliament: resolution in favour of the “Promotion of
Fairness and Solidarity in North/South Trade”
1996 Economic and Social Committee called on EU Commission
to support Fair Trade
26.May 1998 EU parliament adopted Fassa Report on Fair Trade
2.July 1998 EU parliament: resolution of Fair Trade

29.November 1999 EU Commission: Report on Fair Trade
addressed to the Council of Ministers
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5.7 Supranahonal alliances of nations

Definition

A supranational alliance of nations is authorized by its members to create and
enforce certain rules and regulations. National regulations thus become commu-
nity regulations, which overrides the former. A distinction must be made between
such (economic) integration (EU) and an (economic) integration which wholly
or largely does without any transfers of sovereignty rights (e.g., APEC, NAFTA,
ECOWAS).

Fair EU trade policy?

The European Union (EU) is a great economic power which operates an effective
foreign trade policy at community level (— graph on the left). With the euro, it is
a world currency power. In terms of foreign and security policies, it is merely a re-
gional power. The core of this foreign trade policy with regard to former colonies is
the Lomé Convention with its combination of trade preferences and development
aid, which, however, has been weakened under the pressure of WTO liberalization.

Specific responsibility: trade-ethical leadership

Inside the community/EU: Regional systems such as the EU are partially better
placed to enforce ethical standards than multilateral institutions: they are more
effective in imposing self-control on partner countries, with regard to possible
sanctions when rules have been violated, and with regard to the transfer of re-
sources for the improvement of weaker partner countries’ trading opportunities.
Thus the EU could assume an international role of leadership in relation to ethical
business. The lack of democracy in supranational and international institutions
results in an ethical legitimization problem of the rules they create; this gap can be
filled by strengthening supranational parliaments.

Outside the community/globally: Whether regionalism will strengthen or weaken
multilateralism remains to be seen. Regional integration must not make worldwide
integration and solidarity more difficult. Domestic solidarity must not transmog-
rify into regional/continental group egotism. The promotion of fair trade by the
EU (box) is positive. However, what should be aimed at is for ethical trade to shape
EU trade policy in its entirety and not only in niches.
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5.22 International organizations:

Example: WTO

World Government

Ministry of justice

-
u
-
]
')

\

d

Ministry of social services Ministry of environment

CHAPRTIE

GATT Agreement, Article XX for “ethical” exemptions

Trade restrictions may be permitted in the following cases:

XX a) for the protection of public morals
b) for the protection of life and health (people, animals, plants)
c) with regard to the import/export of gold and silver
d) to ensure coherence with other laws
e) with regard to forced labour
f) for the protection of national heritage (natural, archaeological, cultural)
g) measures to preserve exhaustible natural resources
h) with regard to the contract parties’ other trade agreements
i) to restrict exports of scarce goods
j) if substantial, for the acquisition and distribution of products

These ethically justified exemptions (cf.Charnovitz 1998) may give fundamental val-
ues priority over the freedom of trade. However, Art. XX refers only to products of the
same type. Ethically, though, separating products and their product processes cannot
be justified.
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5.77  International organizations

Mandate, instruments, structure

The World Trade Organization (WTO) was set up in 1995, is based in Geneva, and
has 140 member states at present. It is a special UN organization for the global
management of international trade relations with the realization of free trade. Its
main instruments are:

m GATT: rules for free trade in goods;

m GATS: rules for free trade in services;

m TRIPS: rules for the protection of intellectual property;

m TRIMS: rules for trade-related direct investment;

m combined with a monitoring and arbitration mechanism.

De iure, member states have one vote each irrespective of their size. De facto, poli-
cies are largely determined by the big economic blocks. Important are the numer-
ous committees, for instance on development and on the environment. Today, the
WTO has by far the greatest impact on world trade policy and has a more binding
structure than other global issues (— cartoon on the left).

Specific responsibility

The WTO roles are based on three fundamental principles: 1. equal treatment of
all the contract parties (principle of most-favoured-nation treatment and non-
discrimination), 2. equal treatment of one’s own and other nations (national treat-
ment), 3. freedom as regards the volume of traded goods (no import quotas, only
customs tariffs are permitted). The implicit trade ethos that backs this up consists
of the values of freedom and equal treatment. This means that justice (— ch.3.3) is
realized in terms of equal treatment and procedures, but not in terms of perform-
ance, distribution and needs. Such a realization requires correspondingly strong
mechanisms of other world organizations. Timid WTO approaches to strengthen
weak trading partners, such as the poorest development countries, consist in trans-
ition periods and technical aid. These, however, are insufficient for a credible world
trade ethics and require additional promises by the strong trading nations. Art.xx
of the GATT offers ethical scope. The further development of humane world trade
structures will have to involve proposals such as the democratization of WTO de-
cisions (through a WTO parliament?), a world monopolies commission against
restraints on competition through global mergers, and a world economic court.
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5.23 International organizations:

Example: ILO

Ratification of important conventions
of the International Labour Organization

as at 4 April 2000

Principle ILO Convention Number of
countries which
have ratified it

Freedom of association Convention No. 87 (1948) 128
and protection of the right
to organize convention;

Collective bargaining Convention No.98 (1949) 146
Minimum age Convention No. 138 (1973) 88
Abolition of forced labour Convention No. 29 (1930) 152

Convention No. 105 (1957) 144
Equal remuneration Convention No. 100 (1951) 145
discrimination Convention No. 111 (1958) 142

(employment and occupation)

Source: ILO 2000

ILO against child labour: faster and more binding

The ILO Convention No.182 on the Worst Forms of Child Labour was unanimously
adopted by the ILO’s International Working Conference on 17 June 1999. It entered
into force as an instrument of international law as early as 19 November 2000. It was
ratified by fifty countries in this record time. Never before in the history of the ILO had
a convention been ratified so quickly by so many member countries. In addition, coun-
tries which have not yet ratified the convention are also called upon to submit reports
on their measures aimed at the elimination of the worst forms of child labour; these
reports will be discussed by the ILO in 2002. Thus this ILO labour standard is quickly
becoming more globally binding than previous standards.
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5.73_ International organizations

Mandate, instruments, structure

The International Labour Organization (ILO) is based in Geneva, was established
in 1919, and has 178 member states. Its mandate is to improve working conditions
worldwide. For this purpose, it makes use of the following instruments (in order
of their binding nature):

m Declaration of 18 June 1998 about the eight ILO core labour standards: freedom
of association, the right to organize, collective bargaining, abolition of forced
labour, equality of opportunity and treatment, and other standards regulating
conditions across the entire spectrum of work related issues. They are binding
on all the member states whether they are ratified or not.

Conventions, which must be ratified by member states (180 conventions).
Recommendations, not binding (number: 185).

Codes of conduct resolutions and declarations, not binding.

Monitoring mechanism for conventions/recommendations.

The three main bodies are the International Labour Conference, which adopts
conventions, etc., the Governing Body, and the International Labour Office. In its
working conferences, the ILO has a tripartite decision-making structure of equiv-
alent representatives of governments (2), employers (1) and employees (1).

Specific responsibility: enforcement of standards

The ILO’s trade-ethical importance is in its tripartite and thus participative dec-
ision-making structure, and in its standards for humane and fair working con-
ditions. However, the (sanction) instruments it has for their enforcement; i.e., its
monitoring mechanism, is still too weak in comparison with, say, the WTO’s arbi-
tration mechanism. An ethical world trade which invokes the fundamental values
of freedom, justice and sustainability (— ch.3) must enforce labour and environ-
mental standards as consistently as it opens the markets. Only when this is done
can any social and environmental clauses in trade agreements become effective (the
WTO has delegated this issue to the ILO). The fact that the number of trade un-
ion members (— ch.5.10) is decreasing worldwide, however, raises the question as
to whether the employers’ participation in the tripartite structure will in future
require additional forms of representation.
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5.24 Global trade ethics under the conditions

of a hegemonic power?

A hegemonic system is characterized by one single country claiming, and trying to
establish, a position of leadership in relation to other countries; this claim is usually
based on economic or military superiority. It may offer protection and integration,
but its imbalance of power may also favour the abuse of power. Ever since World
War 1II, and even more so since the disappearance of the bipolar world order in
1989, the rules of the world economy and thus also of world trade have essentially
been shaped by the hegemonic power, the USA; indeed, rules often have been de-
termined by its factual veto power, be it in multilateral institutions such as the IMF,
the World Bank and the WTO, or be it through technological hegemony such as the
Internet. Does the USA work as an ethical hegemonic power?

Apart from Europe, business ethics is particularly widespread in the USA. As
we have seen, many private ethical standards and standardization institutions have
their origin, and are based, in the US. However, this private business ethics is again
and again in conflict with the US Congress blocking international government
standards, for instance with regard to environmental conventions. The efforts for
global standards and values, which are in line with the claim to hegemony, are
ambivalent, too: in terms of a responsible world society, they are desirable, and the
quest for a global ethos is necessary for world trade, yet ethical hegemony will have
to be prevented, and cultural and ethical diversity will have to be respected, if we
want a world society to emerge which is based on fundamental values such as free-
dom, justice, solidarity, sustainability and partnership (— ch.3). As a consequence
of painful historical experiences with colonialism and missionary work, theological
business ethics, in particular, wants a distinction to be made between culturally and
contextually limited values and interculturally agreed ones in order to invalidate
hegemonic claims.
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Fields of action
and tension

How are economic agents (— ch.5) able to translate into practice the fundamental
values to which they feel committed (— ch.3) with the help of the various trade-
ethical instruments (— ch.4)? What does this mean for pricing, time management,
job policy, intercultural corporate strategy, and the way corruption is dealt with?

In this chapter, such applied fields of action will be depicted on the basis of
selected examples. However, the fields of action are also fields of tension since the
clashes of interests between participant groups again and again require a difficult
value judgment, which may lead to ethical preference rules (— ch.2.4). Different
ethical approaches deliberatively have been chosen for the 24 issues treated in this
chapter so as to show that ethical reflection can be carried out in different ways. In
any case, they can only be introductory stimuli to continue a given train of thought.
A systematic step-by-step development of an ethical decision and the grounds for
it (— chs 2.2, 2.3) are beyond the scope of this introduction.

The ethical guidelines of the following applied fields of action are not fund-
amental values (criteria) that are independent of time and culture; rather, they are
maxims that are valid in the context of a globalized market economy at the begin-
ning of the 21st century (— ch.2.1). The objective is to hone our own judgment and
conscience and those of institutions, to struggle for a responsible balance between
economic, ecological, social, cultural and religious aspects of present-day business
activities. Ready-to-use ethical recipes are rarely possible. However, this chapter
will provide a few ethical conundrums.
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6.1 Fair prices:

Equilibrium and justice

Price components of Arabica coffee

Example: stock-exchange prices 2001, Contract C, ex-Dock New York

Exchange rate: USD 1=CHF 1.70
Max Havelaar minimum price: USD 1.26/1b (454g) raw Arabica coffee = CHF 4.72/kg
at a world market price of: USD 0.75/1b (4549g) raw Arabica coffee = CHF 2.81/kg

Max Havelaar terms and conditions Conventional terms and cond.

per kg in CHF per kg in CHF Diff.

— Max Havelaar — Non-organized

small farmer 3.30 small farmer 1.69 49%
— Max-Havelaar cooperative — Intermediate trade

(domestic transport, (expenditure

Investments) 1.42 and profits) 1.12 100%
— FOB price 4.72 2.81 40%
— Maritime transport and

insurance 0.25 0.25
— Costs, raw coffee,

to port in Europe 4.97 3.06 38%
— Customs and import duties  1.00 1.00
— Roasting loss =15% 0.90 0.61
— Roasting and packaging 2.90 2.90
— Cost price 9.76 7.57 22%

— Trade: storage,
distribution, advertising,

taxes, margin 6.00 6.00
— Max Havelaar
license fee 0.33 0.00
— Final selling price, shop 16.10 13.60 16%

(large-scale Swiss distributor)

The example refers to February 2001, at the then prevailing average values and prices.
World market prices and the dollar exchange rate have been changing rapidly, parti-
cularly since 1997. The average values may deviate from case to case. Max Havelaar’'s
terms and conditions of trade also contain purchasing agreements - if possible, of one
year’s duration — and, at the producer’s request, supply pre-financing facilities of up to
60% of the value of the ordered coffee volume.

Source: Max Havelaar Switzerland
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6.7 Fair prices

Are market prices fair prices?

The price of a product is influenced by a great number of factors, particularly by the
prices on the so-called factor markets — labour, real estate and capital goods such
as pay, ground rents and interest rates — and by the prices on the goods markets.
In trade, the margin defines the pricing scope. The trade margin is the difference
between purchase or cost prices and the sales price of the goods sold by a trading
operation; it serves to cover trading costs and to generate profits (— ch.6.7).

In a market economy, pricing is based on demand and supply, with varying price
elasticity. Modern economics has largely banished the question as to the fairness of
prices from positive theory and empiricism, and replaced it with the value of effi-
ciency: a price serves the efficient distribution of scarce resources to the purposes
desired by consumers. The market price as a balanced price derived from demand
and supply is considered to be a fair price — at least in an ideal situation — because
it includes a great number of individual assessments of the product by participants
in the market (KosLowskI, 1988). With this approach, the government would only
have to intervene in the case of a market failure, i.e. a market that does not function
sufficiently well. In a planned economy, however, central pricing is regarded as fair
because it is supposed to make it easier to achieve fair distribution and to create a
fair equilibrium between performance and needs.

Ten aspects of fair pricing

By way of example, we select justice from among the fundamental values (— ch.3)

and ask the question as to what signposts its ten dimensions (— ch.3.2) can provide

for pricing. The same could be done with the other fundamental values.

m Performance-related justice
The production factors must be integrated into the price in such a manner that
they provide as real a reflection as possible of the performance that went into
the product. If product quality is taken into account in pricing, this is expressive
of justice with regard to performance to the extent to which the performance
that went into the product is — at least partially — reflected in its quality. Does it
not contravene this justice, however, if, say, half the production costs of coffee
consists of leasehold rents and interest on capital, whereas the work performed
is paid so badly that you cannot live off it (— ch.6.2)? Justice with regard to per-
formance also involves cost transparency, to which we will return in connection
with ecological justice.
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b.1

Fair prices

Needs-related justice

Equalization payments, social security contributions, taxes, etc., for the support
of less well performing, poorer groups of people or of countries are a necessary
part of production costs and have an impact on fair pricing. If such contribu-
tions are missing, the question must be asked as to whether the criterion of
justice with regard to needs has been fulfilled.

Distributive justice

Market prices as prices balanced by demand and supply cannot ensure fair dis-
tribution on their own. Government instruments such as steering levies, the
purchase of supply surpluses, price subsidies and taxes have a controlling char-
acter and are supposed to serve social equalization.

Justice as equal treatment

Fair prices also mean that producers receive the same price for the same per-
formance regardless of their race, language, religion, gender, nationality or tribal
membership.

Participatory justice

This may involve the producers’ participation in pricing, the distribution of
profits, and the control mechanisms.

Ecological justice

“Prices must tell the truth.” This proposition about ecological Realpolitik by
Ernst U. von Weizsicker has become famous. Prices must reflect the truth of eco-
logical and social costs; i.e., they must include the standards — largely recognized
in terms of social ethics — of the causation and provision principles. According to
E.U.vonWEIZzs CKER, the ecological costs included in today’s prices only reflect
between a fifth and a tenth of the entirety of environmental costs. A great deal
of performance and its concomitant costs borne by the general public and, in
particular, by nature, is not included in the costing of a product. The necessity
of internalizing external costs to achieve cost transparency, which is recognized
at least theoretically today, is an important part of the efforts made to attain
justice with regard to performance and ecological justice, and it is a prerequisite
for fair pricing.

Allocation-related justice

In a free economy, allocation is mainly carried out through prices. This is why
in market-economic conditions, fair prices are the main instrument of fair al-

location.

154



o.1

Fair prices

Relational justice

The fairness of prices must not only be measured in terms of their height or
lowness at any given point in time, but also in terms of the stability, long-term
outlook and reliability of pricing. These aspects favour fair relationships and
are important for the fight against poverty, as the problems with strongly fluc-
tuating raw material prices show, cocoa in the agricultural sector being a case
in point.

Procedural justice

Fair prices are constitutionally controlled, legally realized (— ch.6.9, black mar-
ket) and transparent, for instance without any hidden “useful incidental expens-
es”, as bribes are euphemistically called.

Interlinked justice

The fundamental value of justice must be placed in relation to other funda-
mental values such as freedom or peace; i.e., the right measure must be struck
between a price balanced by free demand and free supply, and a price that is
informed by justice.

Fair trade (— chs 5.1 and 6.8) operates with the logic of the market. It has proved

that there may well be market segments for certain products even if they are sold

at high extra charges. Fair prices declared in such a manner can also be a fair price

in

market terms. This price support need not result in the overproduction of this

product if the extra charge is not invested in any increased production of this prod-

uct but in the diversification into other product areas. “Fair trade carries out a kind

of voluntary correction of market imperfections” (LIEBIG/SAUTTER, p.124), as in

the case of pay that safeguards people’s existence, and it points in the direction of

necessary corrections.

A fair price is not an absolute value but a process in the direction of improved

justice.
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6.2 Fair pay:

Safeguarding people’s existence

How income is distributed

The shares in the overall income as owned by individual social strata

USA Selected countries Germany
4.8 1998 in percent
105 ( p ) 9.0
Richest 20% 13.5
. 7.1
45.2 Second-richest 20% 3
16.0 Third-richest 20%
Second-poorest 20%
M Poorest 20% 7.5
235 of inhabitants 229
India Brazil Kenya
9.2 25 5.0
57— 9.7
13.0 17.7
39.3
14.2
50.2
64.2
16.8
17.7
20.9
21.7
Source: Weltbank/UNDP 2000-18 epd-Entwicklungspolitik

The assets owned by B.Gates (Microsoft, USA) amount to 90 billion USD, the GNP of
Singapore with its 3 million inhabitants is 95.4 billion USD. The assets of W.E.Buffet
(investor, USA) amount to 28 billion USD, the GNP of Vietnam with its 78 million inhab-
itants is 28.8 billion USD (1999 figures). The assets owned by the world’s three richest

men now exceed the GNP of the poorest 48 countries.
Source: Forbes/World Bank

Social encyclical:

The refusal to pay the subsistence minimum amounts to violence.

“Let it be granted then that worker and employer may enter freely into agreements
and, in particular, concerning the amount of the wage; yet there is always underlying
such agreements an element of natural justice, and one greater and more ancient than
the free consent of contracting parties, namely, that the wage shall not be less than
enough to support a worker who is thrifty and upright. If, compelled by necessity or
moved by fear of a worse evil, a worker accepts a harder condition, which although
against his will he must accept because an employer or contractor imposes it, he cer-
tainly submits to force, against which justice cries out in protest.”

Rerum novarum (1891), Encyclical Letter of Leo Xlll on the Condition of the Working
Classes (www.osjspm.org/cst/rn.htm).
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6.Z Fair pay

Definition

Fair pay cannot be defined in general terms. However, it is possible for a lower limit
to be fixed: the safeguard of the recipient’s subsistence. In full-time employment,
fair pay provides at least an income (paid out in money or, exceptionally, in kind)
with which the employee is able to safeguard his or her own subsistence and that
of his or her dependents who are unable to secure gainful employment (— Papal
text on the left).

Subsistence minimum

What, then, is necessary to be able to subsist? We have found that the first fund-
amental value, the preservation of life (— ch.3.1), depends on four dimensions:
foodstulffs, clothing, housing; health; education, including access to information;
and relationships and security. In many so-called low-pay countries, however, the
minimum wages stipulated by an ILO Convention (— Literature) and/or pre-
scribed by government is insufficient to safeguard subsistence or only sufficient as
a living for the employee, who is unable to raize children on it, or does not leave
any room for social relation, as is the case with 72-hour weeks such as are worked
in Asian textile industries. Social security also includes the possibility of making
minimum savings or being able to pay insurance premiums. However, pay often
only safeguards subsistence if it is well above the legal minimum requirements.

Economic wage theory, and justice

Apart from safeguarding subsistence, the ten aspects of justice (— ch.3.2) serve to
assess economic wage theories, such as balanced wage, efficiency wage, and mar-
ginal productivity theory, in ethical terms. The fact that justice in its dimension of
equal treatment means equal pay for equal work is self-evident. What is far more
difficult to determine is the relative amount of pay that satisfies the demand of
justice with regard to performance, and whether, from the point of view of fair
distribution, a maximum wage should be fixed along with the minimum wage. In
particular, the impact of wage policy on labour market policy and monetary policy
should also be considered in terms of business ethics.
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6.3 Fair speed:

Adapted time

Necessary deceleration and acceleration
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Acceleration or deceleration specifically adjusted to sectors is necessary.
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6.5 Fair speed

Different rates of acceleration

Time management is now one of the most essential factors in world trade; it is also
a major instrument used to influence transaction costs. New technologies such
as IT and genetic technology are centrally characterized by the acceleration of
exchange and breeding processes, respectively. Just-in-time delivery, e-commerce
(— ch.4.10) and the deregulation of working and opening hours are also acceler-
ation factors. Not only products, but also companies have an increasingly shorter
life-cycle. Today, world companies last only an average of 20 years. However, ac-
celeration takes place at greatly differing rates in the different world regions and
social sectors, which results in considerable psychological, social, ecological and
world political tensions.

Necessary acceleration

The accelerating demands for access of developing countries to the Internet, and
for moratoria on genetic technology and for strategies of slowness (such as Slow
Food instead of Fast Food) are leading to a situation whereby the rate of accelera-
tion processes must be harmonized. The technological innovation rate must be
better aligned with the slower biological and ecological processes of change. In
specific sectors, it is necessary to decelerate.

Time management based on fundamental values

Ethically speaking, time management at the levels of logistics, technology, corpo-
rate strategy, culture, science and world politics must be based on fundamental
values (— ch.3). Thus the fundamental value of “sustainability” raises the question
as to how the tension between technological and biological rates of acceleration
can be reduced. The fundamental values of “peace” and “justice” set the task of
making time management socially and interculturally compatible, for instance by
preventing the gap between the information rich (with their ever faster access to
information) and the information poor from becoming explosive. Rates of change
have to take into consideration the speed of the slowest participants.
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6.4 Fair interest rates:

The Reformer Calvin’s rules

From interest ban to interest rules

Up to the Reformation: Since the Reformation:
No interest, but... Interest permitted, but...
(interest ban, with exemptions) (interest allowed, with exemptions)

Calvin’s seven rules on interest

(the rules printed on the following page as summarized
by Christoph Stiickelberger in today’s idiom)

1 Poor people should not be charged interest;
they should be granted interest-free loans instead.

2 Money may be invested for profit,
but money should also be given away as a donation.

3 The golden rule of mutuality must be observed.

4 The debtor should profit at least as much as the creditor.

5 Not the market, but Christian ethics, is the measure of justice.

6 The lending business should serve the common good.

7 A limitation of profit may be necessary;
for instance, by means of a capital gains tax.
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B4 Fair interest rates

Up to the time of the Reformation, interest was basically banned in Europe, not
least because of the prohibition expounded in the Old Testament (Ex.22:25; Deut.
23:20f). In terms of fact, however, it was badly eroded by many exemptions. The
reputable Reformer in Geneva, John Calvin (1509-64), arrived at a basically favour-
able attitude towards the charging of interest, justifying his view by stating that the
biblical ban’s intention had been the protection of the poor. For Calvin, the service
of one’s neighbour also applied to the charging of interest, according to the 8th
commandment, “Thou shalt not steal” (Ex.20:15), and the golden rule “Therefore
all things whatsoever ye would that men should do to you, do ye even so to them”
(Matt.7:12). This led him to the seven rules or exemptions with regard to interest:

“The first [exemption] is that poor people must not be charged any interest and
that no one must be forced [to pay interest] if he is in a state of utter distress or has
been afflicted by misfortune.

The second exemption is that no lender should be preoccupied with profit to
such an extent as will make him fail to observe the necessary obligations nor that
he, by investing his money safely, should disregard his poor brothers.

The third exemption is that nothing should be allowed to intervene [with an
interest-bearing loan] that is not in harmony with natural equity and that if the
matter is examined in accordance with Christ’s rule, i.e., whatsoever ye would that
men should do to you, etc., it shall be deemed generally valid.

The fourth exemption is that the borrower shall have as much or more profit
from the borrowed money [than the lender].

Fifthly, that we neither judge what we may do [with regard to interest] in accord-
ance with the general and traditional customs nor measure what is just and equit-
able against the world’s injustice but that we derive our conduct from the word of
God.

Sixthly, that we do not only consider the personal benefit of that which we have
to deal with but also note what benefits the common weal. For it is manifest that
the interest paid by the merchant constitutes a general payment (pension publique).
Therefore it is well to ensure that the contract shall be more beneficial than detri-
mental to the common weal.

Seventhly, the measure be not exceeded which the laws of the region or town
concede, although this does not always suffice, for they often allow whatever they
are unable to alter or restrict by law. Thus preference must be given to equity, which
shall curb that which is excessive.”
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6.5 Fair customs tariffs:

Facilitating and steering trade

Tariffs on international trade according to world regions
In % of the GDP
H 1975 1980 M 1985 1990 [ 1995

OECD Africa Asia/Pacific Middle East Western countries
(without Czech Republic, (non-OECD) (non-OECD)

Hungary, Luxembourg, Poland) Source: IWF 1999, p.2

Important customs revenue for development countries

Share of customs revenue in relation to overall fiscal revenue
(in %, selected countries)
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B5_ Fair customs tariifs

Definition and types of tariff

Tariffs are government duties levied whenever goods cross the borders of a country
or a customs area. Different types of tariff fulfil different functions: import, export
and transit duties serve to control trade and to generate revenue. Protective, educ-
ational and prohibitive tariffs serve to reduce or control consumption (as with to-
bacco and alcohol). Preferential and retaliatory tariffs serve as positive and negative
sanctions, respectively, with regard to other countries. A fair tariff system takes its
bearings from the fundamental values (— ch.3).

An ethical assessment of the abolition of tariffs

The abolition of tariffs to reinforce world trade is a core element of the new world

trade order which is stipulated by the GATT agreements and is to be implemented

by the WTO. In terms of trade ethics, it has positive (+) and negative (—) implic-
ations:

m + A reduction in transaction costs, which is a core task of trade, strengthens
trade, improves allocation, and cuts production prices. (This reduction is to an
equal extent the result of cheaper means of communication and transport.)

m — The extension of cross-border trade with increased transport raises ecological
costs, which must be covered by ecological control taxes (— ch.6.6) to internal-
ize external costs.

m * Competitive pressure is on the increase. This opens up new markets and ac-
celerates structural adaptation and innovation, but also creates many “global-
ization victims”.

m = With the general reduction in tariffs, the preferential tariffs which, in terms of
development policy, were important for developing countries’ improved access
to the markets of industrialized nations (— ch.4.16), have lost a great deal of
their significance. Accordingly, there must be new measures for the promotion
of those countries’ trade.

m — In many developing countries, tariff revenue constitutes the biggest part of
government income (— opposite) since the remaining fiscal revenue amounts to
very little owing to the population’s poverty, the lack of infrastructure, corrup-
tion, tax evasion, exodus of capital, etc. For government budgets to stay in good
health, a sound tax collection system must be established.
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6.6 Fair taxation:

Sharing public costs

Ethical principles for fiscal systems
as exemplified by the fundamental value of justice

1 Performance m Principle of capability
(taxed according to capability)

2 Needs m Use of taxes by an institution
under public law

3 Distribution m Deductions and progression
m Tax relief or subsidies

4 Equal treatment m Generality of taxation
m Golden Rule’

5 Participation m Democratic determination of taxation
and the control over it

6 Ecology m Environmental taxes
m Taxes for global public goods?

7 Allocation m National tax harmonization
m Global tax coordination?

8 Relationships m Rationally planned taxation
m Practicability of taxation

9 Procedures m Fiscal transparency
m Consistency
m Punishment of tax fraud
and tax evasion

10 Interlinked justice m Compliance with other
fundamental values

1 “Support that fiscal system which you would choose if you did not know whether
you were among the rich or among the poor.” (Homburger, 1977, p. 233)

2 Global Public Goods, 1999, p.109

3 Tanzi 1996
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6.6 Fair taxation

Definition

Taxes are payments of money which a polity, on the strength of its sovereignty,
demands its economic subjects to pay to enable it to fulfil its communal tasks,
without guaranteeing that individual taxpayers will receive a specific quid pro quo.

Function and types of taxation

The fair taxation of the various economic subjects is important in terms of business
ethics and, at the same time, highly complex. Taxes have to fulfil two functions: the
fiscal purpose, for the financing of government tasks by way of general expenses,
and the incentive purpose, to avoid harmful conduct and to promote useful behav-
iour. The principle of neutrality requires that taxation should distort the market
as little as possible, while at the same time, the government must make available
the goods and protection mechanisms which would otherwise be lacking owing to
market failure.

The various types of taxes have their own ethical relevance and problems (— ta-
ble on the left): income taxes, consumption taxes/sales taxes, general property tax,
corporate profit tax, capital gains tax, death duties and gift tax. Tax deduction sys-
tems must also take their bearings from the fundamental values.

Globally harmonized environment taxes?

Two aspects are particularly significant for globalized trade:

1. The question of tax harmonization; for instance, whether goods should be taxed
in the country where they are purchased or in the country to which they are sold.
The proposal of a “World Tax Organization” (TANzI 1996) is worth examining.
Tanzi does not call for globally standardized taxes, but for the coordination of
fiscal systems to reduce contradictions and blockages.

2. The fundamental value of sustainability demands a globally coordinated in-
crease in ecological incentive taxes (taxes on energy consumption, transport,
water consumption, use of land, and CO: output). Since a higher ecological
efficiency has been proved to increase competitiveness (— STURM 1999), such
incentive taxes are an additional allocation advantage for environmentally ori-
ented trading companies.

165



6.7 Fair profits:

Fair attainment and distribution

Provision and distribution of profit
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Four fundamental ethical questions regarding profit

Where from? What kind? How much? Where to?

Investment?
Removal?
Speculation?
Sponsorship?
Donation?

Increase in productivity?
Product innovation?
Raw material prices?
Product monopoly?

Wage dumping?
Illicit work?

Innovative
pioneering
profits

Dynamic
differential
profits

Durable
monopoly
profits

Unpredictable
risk profits
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./ Fair profits

In the market mechanism of free competition between demand and supply, profit
is a necessity for long-term economic activity in the private sector. As such, profit
is neither good nor bad. However, four questions are ethically significant: How is
profit made? What does it consist of? How high is it? What is it used for? The fair-
ness of profit must be measured against the yardstick of whether the answers to
these four questions respect the fundamental values (— ch.3).

Profit: where from?

Profits from, say, increases in productivity are positive if, for instance, they are
made from innovation and increases in volume. It is ethically negative if increas-
es in productivity result from low labour costs through illicit work or additional
strains on the environment owing to longer transport distances (for profit before/
after tax, — ch.6.6).

Profit: what kind and how much?
Unpredictable risk profits (which are based on an uncertain future and serve as
a protection against risk) and innovative pioneering profits (which serve as an
incentive for innovative entrepreneurial courses of action) are also necessary for
justice-oriented trade. Dynamic differential profits (which, for instance, result from
the relocation of production factors into low-pay countries; i.e., from allocation
decisions) are only fair if justice criteria such as pay that secures an existence or
cost transparency with regard to transport are taken into consideration. Permanent
monopoly profits are usually unfair because they are made at the expense of other
trading entities, which may be equally efficient, and are not based on justice in
terms of performance.

Of course, the ethically acceptable amount of profit cannot be determined in
general terms. In the sense of an adequacy check (— ch.2.3), however, profits can be
measured against the four questions, and profit policy can be corrected accordingly.

Profit: what for?

An ethical application of profits considers the aim of safeguarding economic activ-
ity in the long term and the various internal and external stakeholder groups, right
down to donations to disadvantaged people as an expression of social responsibil-
ity. Justice in profit-making has priority over social mercifulness in profit distri-
bution.
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6.8 Fair trade

Fair trade reviews its criteria on the basis of its impact

Today'’s criteria

Future challenges

Fair (higher) price and partial
prefinancing of production
by purchasers

Danger of trading partners’ alienation from

the market. How can micro-producers be better

prepared for world trade?

Direct purchase /elimination
of intermediate trade

Intermediate trade is indispensable.
How can it be fair, and are producers able
to influence the trading relationship?

Disadvantages producers
as the target group

How can industrial production be more
integrated in fair trade along with the small
producers?

Long-term trade relationships

Yes, but with the aim of producers’
independence from fair trade.

Gender justice

How to take this into better consideration?

Consultation of producers
and independent checks

How can product consultation be increased,
and checks interlinked?

Does self-financing entail fair trade having
to concentrate on high-turnover products
and producers?

Development through trade
(as a supplement to aid)

Can and should fair trade be self-sufficient,
i.e.finance itself completely through trade,
or should the costs of product development,
consultation and checks be supported

with development monies in the long term?

Development-political education

What new approaches are necessary?

Exertion of influence on
world trade policy

How can cooperation with other trade
and the exertion of influence on world trade
policy be increased?

Compiled and supplemented according to the self-critical analysis, “Entwicklungspolitische Wirkungen des

Fairen Handels"”, 2000, pp.273-301.
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6.8 Farr trade

Definitions: one general, one specific
A distinction must be made between a broad and a narrow definition:

Fair trade in general is the organization of trade according to the fundamental
values (listed in chapter 3), particularly justice, freedom, sustainability and peace;
fair trade integrates the various dimensions of fairness (described in chapters 6.1-7).

Fair trade in particular (also Fairer Handel in German, commerce équitable in
French) denotes trade as conducted by those trading agents (— ch.5.11) who are
committed to the following aims and rules: “Fair trade aims at a more equitable
distribution of revenues generated by international trade relations. The working
and living conditions of producers and workers in the economically disadvantaged
regions, particularly of the South, are supposed to be improved by providing the
products offered by these producers and workers with market access at fair condi-
tions. Fair trade activities promote sustainable development, which aims for social
justice, economic development, the protection of the environment and the pres-
ervation of cultural diversity and which, if at all possible, strengthens trade in and
between the countries of the South. The social and environmental standards aimed
at by fair trade are in compliance with national law and the ILO Conventions and,
wherever possible, transcend these. Fair trade is inspired by the active participation
and shared responsibility of everyone involved in the trading chain. Continuous
information activities are conducted to reinforce this consciousness... The cred-
ibility of fair trade is guaranteed by independent checks.” (Schweizer Forum Fairer
Handel, 2000, 2)

Significance and challenges
Fair trade has its roots in the first Third World Shops set up in the Netherlands in
1969. Today, there are more than 3000 World Shops and 70,000 points of sale for
fair trade products in Europe alone (Central Europe, increasingly also in Southern
Europe), with a retail turnover of 200—250 million euros (EU, 1999, 8). Fair trade is
also spreading in the USA, Japan and in cities of developing countries.

Today, fair trade also sets itself self-critical challenges for further development
(— table on the left).
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6.9 Unfair black-market trade

Grey economies
In % of the official GDP
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B9 Unfair black-market trade

Definition

Black-market trade denotes the illicit trade which caters a) to a demand which has a
high purchasing power but is not satisfied, at prices that do not work on the regular
markets, on account of an insufficient supply, and b) for an unsatisfied demand
at comparably low prices that do not work on the regular markets on account of
high levies and taxes. Black-market trade is part of the grey economy, of which
illicit work is the biggest part (— also chapter 5.7 on the informal sector).

Extent and causes

The extent of grey economies fluctuates, depending on how it is computed; how-
ever, all the methods used have registered an increase in the OECD countries be-
tween 1960 and 1997. According to the cash method, the grey economy increased
from 11.2% to 15.04% of the GDP from 1985-1997 alone (— table on the left). As far
as the causes are concerned, surveys and calculations point to an increase in the tax
burden, the regulation density, as well as a deterioration of fiscal morality. People’s
readiness to work in the grey economy has increased to a frightening degree.

Ethical assessment

Black-market trade can be understood as a sign of a badly and incompletely func-
tioning market, of a lack of confidence in government, and of the mercilessness of
the international competition for allocation advantages with low taxation. Never-
theless, black-market trade is still ethically unfair and harmful to the community
because it violates the criteria of fairness (— chs 6.1-8): prices that are unfair because
they are not transparent; unfair pay, partially below the subsistence minimum, of-
ten with illicit work done by foreigners; unfair, sometimes usurious interest rates
in black-market trade in capital; unfair profits resulting from excessively low pro-
duction costs; evasion of customs duties (smuggling); i.e., unfair tariffs; evasion of
levies, social insurance contributions and taxes (tax evasion), which jeopardizes
the welfare state protection afforded to employers and the government’s ability to
fulfil its tasks; and violation of the fundamental value of trust, and of transparency.
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6.10 Unfair corruption

Corruption according to economic sectors

Gallup International asked entrepreneurs in leading emerging countries: “In which
sectors in your country is it highly probable, probable and improbable that senior civil

servants take or give bribes?”

0 = very high degree of corruption; 10 = very low degree of corruption.

Construction and government tendering 1.5
Arms and defence industry 2.0
Energy (including oil) 3.5
Industry (including mining) 4.2
Health/social security 4.6
Telecommunications, postal services (equipment) 4.6
Civil aviation 5.0
Banking and financial services 5.3
Agriculture 6.0
Source: Transparency International 2000

Corporate reports on corruption; example: Shell

More and more firms have a corporate code which also prohibits corruption. Shell’s
annual report and homepage additionally carry the statistics of corruption cases dis-

closed in the firm (Reported cases of bribery):

Number of payments and value in US$ 1997 1998 1999
Bribes directly or indirectly offered or paid
by the company to third parties 0 0 0
Bribes directly or indirectly offered or paid
to third parties by company employees 0 1 1
$300 $300
Bribes asked to be paid or paid 23 4 3
by company employees (small)  $75000 $153000

Source: Shell 2000
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©6.70  Unftair corruption

Definition and types of corruption

Corruption is the abuse of public or private power for private purposes aimed at
gaining unjustified advantages of any kind. Corruption leads to the erosion of the
common good through individual interests. Big-time corruption has its roots in a
greed for power and riches, small-time corruption usually in impotence and pov-
erty. The kind of corruption used to procure or accelerate the delivery of goods and
services that are otherwise not available in the desired or legally obtainable period
of time is particular to trade. The blurred zone between inadmissible corruption
and nepotism/privileges/relational corruption can be described as grey corruption.

Corruption’s adverse impact on the economy

The consequences of corruption, particularly of big-time but also of small-time

corruption, include:

m Misdirection of development (misallocation of resources) in central sectors such
as telecommunications, health, energy, transport systems and defence, in that
investments are not made where they would be most necessary in economic,
social and political terms while, say, public officials may expect to receive the
biggest bribes.

m Increased indebtedness, in that investments in development do not produce the
requisite economic benefits and thus aggravate payments of interest on debts
and repayment of debts.

m A lack of fiscal and other government revenues for public tasks, owing to corrupt
revenue officers and a correspondingly low payment morality.

m Tax evasion, in that monies obtained through corruption are not subject to taxa-
tion.

m Reduction in quality, for instance by non-fulfilment of standards, and in connec-
tion with this,

m Increased security, health and environment risks such as environmental disasters
through accidents suffered by trading ships, negligent compliance with environ-
mental regulations, circumvention of provisions regarding the sustainability of
timber exploitation.

m Distortion of competition and the market.

m Economic inefficiency, in that, say, investment values are partly destroyed, and
product prices are increased without a corresponding increase in performance.

m Repellent effect on potential investors and paralysis of a country’s development
spirit.
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©6.70  Unftair corruption

Increase in the wealth differential (reinforcement of small elites, aggravation of
the establishment of a middle class).

m Undermining of the acceptance of public and private development cooperation.

m Increase in opaqueness, leaving oneself prone to blackmail, and Mafia-like prac-

tices.

m Loss of confidence in the public and private sector.

m Diminution of the moral integrity and credibility of people and institutions.

m [mpairment of democracy through rigged elections. Transparency is a prerequi-

site of democracy.

Gender dimension: reinforcement of those who have power already (as a rule, the
men); for instance, with regard to access to land, property, offices and positions
of power.

Impairment of the legal system and constitutional checks and balances until gov-
ernments are simply incapable of governing.

Support of dictatorships (which are apt to finance their private security bodies
with bribes and thus become independent of control through their own parlia-

ments) and armed rebel movements.

Why is corruption unethical?

Ethical criteria for the assessment of corruption include:

Justice: Just is what reduces the gap between rich and poor. Just is what benefits
poor people most (J.RawLs). Big-time corruption increases the headway made
by the powerful, thus widening the gap between rich and poor.

Equality, the same rights for everybody, including the poor: bribery often per-
verts the rights of the poor, who do not have the means to give bribes or are not
granted their rights by corrupt courts: “And thou shalt take no gift: for the gift
blindeth the wize, and perverteth the words of the righteous.” (Ex.23:8)

Truth: A recurring motivation for corruption is the fear of truth, which often
also leads to a perversion of law and the constitutional state, and to violence.
There is early evidence of this form of corruption in the Bible (in the story of
Easter, Matt. 28:11-15).

Freedom: Corruption creates an opaque web of mutual dependencies and leaves
one prone to blackmail, thus precluding political freedom in the sense of the
exercise of civil rights and duties of human rights.
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m Performance: “Corruption replaces economic performance with theft” (thus the
Peruvian Bishops’ Conference in 1989). It distorts power because it does not
reward performance but existing power.

m Rationality/efficiency: Corruption increases “efficiency” for individuals at the
expense of the efficiency of the overall system, which is economically inefficient.

m Participation: Corruption is based on opaqueness, which is contradictory to
democratic control and the participation of the general public. Participation in
decision-making processes requires transparent information.

m Human rights: Corruption prevents individuals from being granted their law-
ful rights since they must buy these rights. Thus the “haves” are more likely to
get their rights than the “have-nots” In 1998, the Eighth Assembly of the World
Council of Churches described the protection of individuals from corruption as
an elementary human right.

m Sale of the unsaleable: The sale of indulgences by a church is corruption because
it makes people believe that salvation can be bought with money.

m Common interest instead of self-interest: Corruption places self-interest above
the common interest. It is “the subversion of common interest by particular
interests” (MAAK/ULRICH, 1999, 103).

m Responsible exercise of power: One frequent reason for corruption is short-term
economic survival (the necessity of filling the order book). In bribery cases, it is
often also greed for power or money that precludes any responsible exercise of

power.
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6.11 Trade in information

Access to information technologies

in selected countries Data for 1998, per 1000 inhabitants

o
Phone connections E Computers Internet hosts

USA 640 406 113
Germany 550 255 18
Ukraine 186 5,6 |0,4
Brazil 107 26 1,3
Thailand 80 20 |03
Morocco 50 2,5 |01
India 19 2,1 | 0,01
o :
ntahsa 0 1 24
Sub-Sahara Africa 14 7,5 2,3

Source: World Bank, UNDP

People’s Communication Charter (excerpt)
(Cultural Environment Movement CEM 1996)

Art.1  All people are entitled to be treated with respect, according to the basic human
rights standards of dignity, integrity, identity, and non-discrimination.

Art.2  All people have the right of access to communication channels independent of
governmental or commercial control.

Art.3 Inorder to exercise their rights, people should have fair and equitable access to
local and global resources and facilities for conventional and advanced chan-
nels of communication [...].

Art.8 All people have the right to protect their cultural identity. This includes re-
spect for people’s pursuit of their cultural development and the right to free
expression in languages they understand. [...]

Art.12 All people have a right to universal access to and equitable use of cyberspace.
Their rights to free and open communities in cyberspace, their freedom of
electronic expression, and their freedom from electronic surveillance and in-
trusion, should be protected.

Source: CEM 1996
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B. Trade in information

Information: a commodity

Information is, among other things, an economic commodity. It can be produced,
traded in and consumed. In this sense, information has a value which results from
its benefit and from the costs of production, procurement and transmission.
However, this commodity has many particular features: information is immateri-
al, can be replicated in almost any number, is not used up on consumption, causes
relatively little wear (except in cases of faulty transmission and the wear caused to
any hardware), can be extended and condensed, is easy to transport but difficult to
protect, has a tendency towards diffusion (once spread, it can hardly be recalled)
and its value can be determined on the basis of its benefit.

Ethical aim: fair trade in information

At the same time, information is far more than a normal commodity. It contains

numerous ethical aspects: journalists’ professional ethos, media education, me-

dia law, media ecology, the dangers and risks of global networking, etc. (WieG-

ERLING 1998, NETH FEN 1999). Here, only four aspects relevant to trade ethics will

be mentioned:

m Information as a commodity, and the right to information: Information is
rightly traded as a profit-making commodity. However, it must not be sub-
ject to economic interests alone. In an information society, the right to infor-
mation is a human right (— People’s Charter on the left).

m The fair distribution of access to information is therefore a focal ethical point.
The still very unequal access to the Internet (— table, ch. 4.10) and the globally
concentrated media power, particularly in the USA and in Europe (— table on
the left) lead to the demand for a world communication system in a knowledge
society which promotes fair access to information.

m Benefit analysis on the basis of the fundamental values: The benefit of (and
damage caused by) the trade in and exchange of information must be meas-
ured against the fundamental values (— ch.3): does it promote justice, free-
dom, sustainability, peace, dignity, trust, etc.?

m The instruments of ethical trade (— ch.4) such as labels, company ratings,
codes of conduct and the fairness criteria (— chs 6.1-8) may also be applied

to fair trade in information.
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6.12 Trade in raw materials

Price development of important raw materials, 1970-2000
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So much environmental space is taken up by a ton of copper

To produce a ton of copper, the following is required:

Water | Primary energy

200-900m:? 1020-3400 units
of hard coal

Waste | Loss
100-350t | 50-250t (contaminated)

Source: Dritte-Welt-Info 8-9/2000
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B.TZ_TIrade in raw materials

Definition: raw materials

Raw materials are unprocessed goods in agriculture (sugar, bananas, coffee, cocoa,

tea, tobacco, wheat, corn, rice, wood, cotton, wool, india rubber, furs, cattle, jute,

sisal), minerals/metals (copper, aluminium, tin, nickel, ores, lead, etc.), and mineral

oil. Raw material treaties are goods agreements between producer and consumer

countries with the aim of guaranteeing the sale of raw materials at appropriate and

stable prices (at present for india rubber, coffee, cocoa, sugar and tin).

Facts and ethical challenges

Prices: The low level and fluctuations of many raw material prices (— graph on
the left) are a direct cause of difficulties in development and the indebtedness
of many developing countries (— ch.6.16), particularly in sub-Sahara Africa.
Challenge with regard to justice: How can trade in raw materials make a stronger
contribution towards price stabilization and raw material treaties?
Over-exploitation: The mining of mineral raw materials causes gigantic damage
to the environment today and uses up many resources (— graph on the left).
Challenge with regard to sustainability: How can the mining, processing and use
of mineral and fossil raw materials become more efficient, and their consump-
tion be reduced and recycled?

Indigenous peoples: The British Minewatch organization estimates that, if present
developments continue, 90% of gold, 80% of nickel, 60% of copper, and half the
coal will be mined in indigenous territories by 2010 (epd 2000, 3). Challenge with
regard to dignity/human rights: How can the human rights of indigenous peoples
be respected with codes of conduct, social clauses, agreements, campaigns and,
if need be, trade boycotts (— chs 4.6, 4.12-16)?

Raw material wars: Very many current (civil) wars (— ch.6.21) are primarily
battles for raw materials: Chechnya (gas, petroleum), Angola (gold, diamonds),
Sierra Leone (gold, diamonds), Indonesia (gold, copper, nickel, silver, petro-
leum), Congo (various raw materials), Nigeria, Cameroons (petroleum), etc.
Challenge with regard to peace: How can the national and international agents of
raw material trade act responsibly in terms of policies that lead toward peace?
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6.13 Trade in genetic technology

Ethical criteria for the assessment of genetic technology

(particularly with regard to non-human application)

Does genetic technology make a contribution towards the following issues
which could not be made by other technologies?

w

No o s

©

10.

Reduction of hunger and poverty

Promotion of sustainability

Promotion of the fair distribution of natural resources,

goods and services

Promotion of human and natural health

Promotion of security and social peace

Promotion of participation in decision-making

More efficient use of resources and funds in comparison with other technologies
of comparable effect

Preservation of biological and cultural diversity

Adapted rate of development: harmonization of the technological, biological, politi-
cal and ethical rates of development

Respect for the dignity of human and non-human beings

Biotechnology patents

Predominantly private owners

Ownership of patents on bacillus thuringiensis
according to owner groups, in %
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1987 1994 1999 Source: World Bank 2001, p.185
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B.13_ Trade in genetic technology

Society’s judgment of the production of and trade in genetically modified organ-

isms (GMOs) is highly controversial. A large ethical investment fund in Switzerland

asked this author for criteria for genetic technology for non-human application

(animals, plants). This is my proposal for seven criteria; a)—d) indicate variants of

corporate conduct which may be used for over-weighting/under-weighting or

as exclusion criteria for company ratings.

Sustainability. Research into, production and release of GMOs: a) none (zero
GMOs), b) unlimited, ¢) only small quota.'

Fair compensation. Company’s compensation for genetic resources within
the framework of the Biodiversity Convention: a) company against, b) active-
ly promoted in negotiations, c) compensations already paid.

Fair distribution. Distribution of the ownership of agricultural land influenced
by corporate products: a) increased concentration of land ownership, b) in-
crease in the wider distribution of land ownership.

Participation. Treatment of the obligation to declare GMOs: a) refusal, b) only
if required by law, c) voluntary, even if not required by any law.?

Biodiversity. Respect and promotion of biodiversity by the company: a) at-
tempts to create a monopoly (e.g. terminator technology), b) support of farmers’
rights and the possibility of continuing to grow traditional crops, ¢) training for
farmers about the advantages and disadvantages of the various cultivation
technologies.

Dignity of living things. Production, use of or trade in transgenetic animals:
a) none, b) within the provisions of the law, c) very restrictively, with the in-
tegrity of animals being respected (e.g., ability to reproduce, appearance),
d) unlimited.

Demand-oriented research policy. The company’s focal points in genetic tech-
nology research take their bearings a) from the market potential alone (markets
with high purchasing power), b) also from basic needs/fight against poverty,
¢) the company only trades and does not do any research.

Example: Guideline of Sustainable Asset Management (SAM), Zurich: “Companies which
generate more than 5% of their turnover with products from genetically modified crops are
excluded from SAM investment activities” (1998).

Example: SAM guideline: “Trading and distribution companies which do not make efforts
to designate genetically modified foodstuffs as such for consumers are excluded from
SAM investment activities” (1998).
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6.14 Trade in capital 1:

Ethical investments

Direct investments according to regions

in billion USD
North America Western Europe Central and Eastern Europe
2000 2000 2000
1500 1500 1500
1000 1000 1000
500 500 500
0 0 0
1985 1995 1998 1985 1995 1998 1985 1995 1998

West and Central Asia
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1985 1995 1998
Latin America an Caribbean Africa South, East and South East Asia
2000 2000 2000
1500 1500 1500
1000 1000 1000
500 500 500
0 - - 0 0
1985 1995 1998 1985 1995 1998 1985 1995 1998

Between 1985 and 1998, the amount of worldwide direct investment increased by a factor of five. Ethical investments
in this field should be channelled into Africa, Central Asia and Eastern Europe to a greater extent.
Source: UNCTAD/UBS 2000

Ethical Investments

m Exclusion criteria (negative catalogue)
Companies which operate in these areas are excluded for ethical reasons. As a rule:
alcohol, tobacco, games of chance, nuclear power, armaments, and products from
boycotted countries.

m Quality criteria (positive catalogue)
Companies which fulfil such criteria either in absolute or relative terms (best-of-
class approach) are included in ethical investments or over-weighted in mixed funds.
Increasingly, the basic criterion is sustainability. The five dimensions of sustaina-
bility (— ch.3.4) can be applied.

m Strict or integrated approach?
A strict approach includes in an investment portfolio only companies which satisfy
the financial and ethical criteria. An integrated approach also includes companies
which do not fulfil all the criteria completely satisfactorily, but conducts a rating
with over-weighting or under-weighting of the companies and influences these by
actively exercising its voting rights.

© Stuckelberger: Global Trade Ethics
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B.T4_ Ethical investments

Trade has depended on functioning financial markets ever since the Middle
Ages. It has often evolved in tandem with them. How can the credit and finan-
cial markets be aligned with the fundamental values?

Definition: ethical investments

Ethical investments are investments in the credit or capital market which, in
addition to the classic investment criteria of yield, security and availability, also
take into account social, ecological and development-political (positive/pro-
moting or negative/excluding) criteria. The aim is investment in line with the
fundamental values, availability and security of the capital, and an ethically ac-
ceptable optimal (not maximum) return.

Extend: billions, and still only a tenth of a per cent
In Switzerland, more than 5000 billion francs are in investments, of which 1450
billion are in shares. Ethical/ecological investments account for 5 billion francs,
i.e. 0.01% (as at 2000). In the Anglo-Saxon world, ethical investments have the
longest tradition, are most widespread and already represent several per cent
of the sum-total of invested funds (EvB/WWTF 2000).

Many types of possibilities of ethical investment
Banks and insurance companies (green, alternative, development-oriented,
etc.), pension funds, bond issues/convertible bond issues, direct participation/
venture capital, holding companies, joint-stock companies, ethical investment
funds, investment clubs, real estate, foundations, donations and sponsorship.

A detailed list of Internet addresses of such ethical/ecological investments will
be found in DEML/WEBER, 1999, pp.256—265. For ethical assessment instru-
ments, — ch. 4.1, Company ratings and stock-exchange indices.

Opportunities and limits

Today, ethical investments are an important incentive instrument of ethical
business. Individual investments must be carefully checked for their criteria of
varying strictness. Ethical investment will not make donations and sponsorship

superfluous.
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6.15 Trade in capital 2:

Foreign currency trade and speculation

International currency transaction tax

Short-term financial speculation through currency transactions is supposed to be re-
strained through a tax in order to achieve a twofold effect, namely a reduction in the
instability of the financial markets that is generated by such speculation, and the es-
tablishment of an international capital gains tax to contribute towards development
financing. This idea, which was launched thirty years ago (Tobin 1972) is now gaining
ever wider support (e.g. Spahn 1994, Wyplotz 1995, Schmidt 1999). Various solution
models are summarized in simplified form below. An international agreement would
determine the height of the tax, its mechanisms and right of application.

Currency transactions

Tied to IMF Automated levy
(condition R through SWIFT clearing
for membership)3 system (exists for all

currency transactions)?

Tax
e.g.0,02% standard case,
Incentive effect 50-100 % critical case’
Use* Financing

effect
Taxation raised in

industrialized nations:
20% for their own use,
80% for international
development

Taxation raised in
developing countries:
100% for development

Spahn 1994

Schmidt 1999

Wyplosz 1995

Bode 2000 Author’s own layout

B WN =2
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515 Forelgn currency frade and speculatlon

Definition: foreign exchange trade and speculation

Foreign currency trade is the purchase and sale of foreign currency; i.e., of payment
requests payable in foreign currencies from foreign locations. In the free market
system, it primarily involves the currency transactions of interbank trade, but also
of big multinational corporations. Forward exchange deals serve to cover the ex-
change rate risks. Foreign exchange speculation is the purchase/sale of foreign cur-
rencies in the expectation that their exchange rate will rise/fall and that they can be
sold/repurchased at a profit.

Unimaginable volume

Short-term, speculative exchange deals shift some 1300 billion US dollars world-
wide every day (1995)! This is many times the volume of real border-crossing trade
in goods and services, which amounts to about 4800 billion US dollars every year
and thus accounts for less than 2% of international capital movements.

Ethical challenge: civiliser I'argent

m Contentious proposition: “Capital market speculation is ethically admissible
since it fulfils an objective function in the economy: it reduces the uncertainty
about corporate shares’ marketability on the stock exchange. Gains from specu-
lation are therefore payments for that service.” (KosLowski, 1997, 70)

m Short-term foreign exchange speculation must be “reined in” or “civilized” since
its consequences in terms of trade policy (distortion of trade flows and alloc-
ation), national economies (destabilization of exchange rates) and development
policy claim many victims, the high speculation profits do not satisfy the criteria
of fair profit (— ch.6.7) and such speculation results in a massive increase in the
inequality of ownership without making an essential contribution towards an
improvement in living conditions (— ch.3.1).

m Various instruments of ethical business (— ch.4) are being discussed for foreign
exchange trade and speculation, such as voluntary codes of conduct for agents
on the spot and forward exchange markets, limitation of bonuses, and an inter-
national taxation of short-term currency transactions (— left).
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6.16 Trade in capital 3:

Debt ethics

What kind of debt service is ethically “sustainable”?
Debt service in percent of export incomes, data for 1998
8
—— Demand of the Debt service due
50 “Jubilee 2000” campaign (5%) Debt service performed
= Sustainable repayments,
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Source: World Bank, 1998 © epd-Entwicklungspolitik
International insolvency procedure
Model for the debt relief of developing countries
1. Application for debt remission
Debtor- + Creditor
government \ nominate / government
2. .- Small arbitration court .
7 T
United Nations Independent organizations
as an observer as observers
3 represents its point of view Determination of represents its point of view
’ Debtor government the amount to be paid Creditor government
in cooperation with the population,
international experts and international organizations work out
4. repayment plan
taking into account the “subsistence minimum”:
Education Health Environment Infrastructure
Source: UNDP © epd-Entwicklungspolitik
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B.T6_ Debt ethics

Debt ethics: a central part of trade ethics

Debt ethics develops ethical criteria and possible problem solutions for dealing

with the various form of private and public debt. Since the terms of trade play

a crucial role with regard to the causes of indebtedness and its mastery, debt

ethics are a central part of trade ethics.

Important approaches to debt relief

HIPC I and II: initiatives by the IMF and the World Bank to cancel the debts
of the poorest developing countries (Highly Indebted Poor Countries HIPC)
down to a so-called sustainable debt burden of 25% of export revenues and
with the condition of measures in the field of economic policy.

Jubilee 2000: worldwide NGO/church campaign for the unconditional
cancellation of HIPC countries’ debts down to a sustainable debt burden of
5% of export revenues.

Creative debt relief with counterpart funds: bilateral or multilateral debt re-
lief, which uses part of the cancelled debt in local currency through a devel-
opment fund for development projects in the country concerned. This has
been successfully practised by Switzerland with twelve countries.

International insolvency law: latterly called Fair Transparent Arbitration Proc-
ess (FTAP), for highly indebted countries, with a participative decision-mak-
ing mechanism between debtor and creditor countries.

Ethical criteria for debt relief measures

Debts must be cancelled in such a way that

the remaining debt burden will respect safeguards of the population’s exist-
ence (fundamental value: preservation of life);

m the causes of debt will be reduced (fundamental value: sustainability);

m both debtor and creditor will assume their share in the responsibility for the

debt (fundamental value: power/responsibility);

the debtors will profit more from the debt relief measures than the creditors
(— CALvIN, ch. 6.4, point 4);

future generations will have only to take over a sustainable debt burden
(fundamental value: [intergenerational] justice).

187



6.17 Trade and jobs

Figures mean people and fates

m The world’s working population numbers about 3 billion. About a third have no
fixed employment and live in poverty.

m The world’s 200 biggest transnational corporations (TNCs) employ 18.8 million
people worldwide. This is 0.6% of the world’s working population. According to
estimates, however, these companies account for more than 30% of world trade
(available figures for the 500 biggest TNCs: they account for 70% of world trade).

m At the end of 2000, 160 million people were registered as unemployed, 50 million
of them in industrial countries, including Central and Eastern Europe. Most of them
are young and are looking for a job for the first time.

m Despite information technologies, a majority of the world population continues to
work in agriculture.

m Theinformation technologies have moved an estimated 12 million jobs from indus-
trial nations to developing countries.

m  The number of migrants and refugees who work outside their country of birth has
increased from 75 million in 1965 to 120 million.

Sources: ILO 2001, Corporate Watch 2000, 3WI 2000

Overall value creation in the world in %

100
95
80
60
40
Value creation by nature
20 Work, formal sector
3 2 Work, informal sector

0

Source: Lang 1996
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B.T7 Trade and jobs

Effects of world trade on jobs

Positive effects:

m Economic growth serves to create jobs.

m Often better working conditions in export-oriented firms.
m Flexibility of gender-specific roles in the labour market.
Negative effects:

m “Jobless growth”: growth without the creation of jobs.

m Accelerated outsourcing of jobs to other locations.

m Increase of migration and concomitant tensions.
(]

Increase of AIDS along trade routes and in trade centres.

Consequences of information technology for jobs

m High productivity and creation of new jobs owing to the rapid growth of
information technology (IT).

m But IT also endangers jobs through automation and the reduction of media-
tion services (“disintermediation”).

m Jobs’ greater independence from places, resulting in different work organiza-
tion, greater fluctuations, volatility.

m Gender-specific effects (e.g., more work done from home).

m Digital gap widens between rich and poor.

m Shift of data processing jobs from industrial countries to developing coun-
tries. (Source: ILO 2001)

Ethical challenge: relational mobility

The globalization of the world economy, crucially driven by world trade, de-
mands increased mobility and flexibility from the working population. This
leads to more migration and increases demands on long-term human partner-
ships and family structures. Job mobility results in and calls for relational mobil-
ity! Among the consequences of this are an increase in marriages where the
partners live in different places for job reasons, divorces, migration conflicts,
violence, as well as new forms of gender-specific role division and a digital gap
even in the family itself. For these reasons, trade ethics must also take into ac-
count the social effects on relationships of the job mobility increased by world
trade and promote relationship-friendly jobs.
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6.18 Trade and human rights

Protection of human rights through private corporate codes

German development organizations and churches and representatives of the oil and
gas industry have drawn up principles of conduct for that industry, particularly with
regard to environmental and social matters. They include the following human rights
concerns:

m Land rights: traditional land rights to be taken into account, resettlement only against
compensation, recognition of indigenous cultures, negotiation rights.

m  Social/political human rights: one human rights representative per company, com-
bine legitimate corporate security with a reduction in violence.

Principles for the Code of Conduct within the Oil and Gas Industry, Stuttgart 2000

Implementation mechanisms
of the UN human rights conventions

Convention Implementation Reporting Appeals Appeals

body procedure procedure
(national) (individual)

International Pact Social Committee  Yes In preparation

on Economic, Social

and Cultural Rights

1966

International Pact Human Rights Yes Optional Optional

on Civil and Political Committee

Rights 1966

Convention against Committee Yes Compulsory Optional

racial discrimination against racial

1965 discrimination

Convention against Convention Yes Optional

the discrimination against the discri-

of women 1979 mination of women

Convention against Convention Yes Optional Optional

torture 1984 against torture

Convention on the Committee Yes

rights of children for the rights

1989 of children
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B.T8__ Irade and human rights

Basic positions as regards trade and human rights

The debate about the determination of the relationship between trade and hu-

man rights is shaped by three basic positions:

m Trade and the protection of human rights must be kept apart. “Human rights
is not the business of business.” Trade is neither good nor bad and, per se, pro-
motes freedom, openness, an exchange with the outside and, thus, indirectly
human rights.

m Trade must respect human rights, and violations of human rights outside
trade relations must be solved in separate political terms, not with the condi-
tionality of trade policy.

m Trade and the protection of human rights are inextricably linked. Respect
for human rights is a condition for normal trade relations and requires, for
example, corresponding clauses in trade agreements.

Ethical value judgement

Seen from an ethical perspective, the protection of human rights cannot be
invalidated or relativized since its basis, human dignity, is inalienable (— ch.3.7).
Accordingly, trade in all its direct activities must respect human rights. However,
it is a question of ethically weighing up by the most appropriate means whether
trade relations are suitable to exercise pressure for human rights meant to be re-
spected outside immediate trade activities. In this area, economic policy should
strive for coherence between the various spheres of policy, particularly foreign,
trade and human rights policy, even though it is well known that such coher-
ence can never be fully achieved. In addition, different human rights often clash
with each other, for instance the right of action and economic rights, or the right
to development. In concrete cases of this nature, a value judgement (— ch.2.4)
must be made as to which human right must be given primary protection and is
a priority with regard to the protection of dignity. In principle, economic, social,
cultural and religious rights are of equal value. For the protection of civic right,
what is important is democratic participation in decision-making with regard to
economic and trade policy and the structuring of an organization like the WTO
(— ch.5.22) along these lines.
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6.19 Trade and cultures:
Intercultural management
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BT Irade and cultures

Definition: Intercultural management

Intercultural management (ICM) aims at a productive management of cultural
diversity and at intercultural communication in business relations within com-
panies, branches of international companies or between different trading com-
panies in the private sector, as well as in the public sector and in NGOs. In addi-
tion, ICM also respects cultural values and diversity in the production of, trade in
and consumption of goods and services. A central aspect of this is intercultural
personnel management (— ch. 6.20, interfaith).

Ethical challenge: diversity in unity

World trade requires an equilibrium between internationally agreed uniform
fundamental values and standards (— chs 3, 4.14, 5.14) and the respect for
cultural diversity (— ch.3.7). Cultural diversity is not only a potential source of
conflict but also something that enables the world to tackle its future (KrRaMER/
UNESCO 1998). In trade and investment policy (— ch. 4.16), respect for cultural
diversity is thus not only important for the protection of human rights but also
for international stability and economic sustainability.

Trade makes a very great contribution towards the discovery of the wealth
of cultures and towards intercultural communication in that it promotes certain
cultural populations and marginalizes others; the rapid advance of the Inter-
net (— ch.6.11, trade in information), for instance, is creating an Anglophone
dominance. To satisfy the precept of fair prices, the societal and social external
conflict costs arising from this must partially be included in production costs
through social and cultural levies in the country of origin.

ICM is a deliberate management of interculturally conditioned value confl-
icts. The ethical training of a company’s interculturally active personnel with
regard to the company’s own fundamental values is a prerequisite for and a first
step towards encountering people from other value systems.
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6.20 Trade and religions:

Interfaith management

Interfaith Declaration
of International Business Ethics

At the invitation of the Duke of Edinburgh, Prince Hassan of Jordan and Evelyn von
Rothschild, Islamic, Jewish and Christian representatives of companies, banks, univer-
sities and religious institutions drew up the following declaration in 1994. It is a code
of conduct for companies based on interfaith standards (excerpt):

These four principles - justice, love, stewardship, and honesty — form the moral basis
of the Declaration that follows.

The Declaration
[...]

A) Business and Political Economy

All business activity takes place within the context of a political and economic system.

It is recognized that:

1. Business is part of the social order. [...]

2. Competition between businesses has generally been shown to be the most effective
way to ensure that resources are not wasted, costs are minimized, and prices fair.
[...]

5. Because the free market system like any other is open to absue, it can be used for
selfish or sectional interests, or it can be used for good. The State has an obligation
to provide a framework of law in which business can operate honestly and fairly,
and business will obey and respect the law of the State in which it operates. [...]

6. As business is a partnership of people of varying gifts, they should never be con-
sidered as merely a factor of production. [...]

8. Business has a responsibility to future generations.

E

The policies of a Business

[...]

3. The basis of the relationship with the principal stakeholders shall be honesty
and fairness [particularly with the following stakeholders: employees, providers of
finance, customers, suppliers, the community and shareholders]. [...]

Source: Webley 1999, S.103-107. Eigene Ubersetzung
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B.Z0 Trade and rellglons

Definition: interfaith management

Interfaith management (IFM) aims at a productive management of religious di-
versity and at interfaith communication in business relations within companies,
branches of international companies or between different trading companies
in the private sector, as well as in the public sector and in NGOs. In addition,
ICM also respects religious values and diversity in the production of, trade in
and consumption of goods and services. A central aspect is religion-conscious
personnel management (— ch. 6.19, intercultural).

Religions influence trade

So far, IFM has hardly even been an issue in business ethics, but in view of the
normative impact of religions on trade and its development (— ch.1.6), more
attention should be paid to it. The great international “trading tribes” — Anglo-
Saxon, Chinese, Jewish, Indian, Japanese — have been most profoundly infl-
uenced by the fundamental values of their respective religions (KoTxIn 1996).

Religions as merchandise?

Religions have always also been marketed. On a market over-saturated with
goods, a further wave of this expansion appears to be emerging in the 21st century
(— ch. 4.4, cult marketing). Importing and marketing foreign holidays (which are
usually religious in origin) is logically consistent with globalization. Within only
a few years, the American holiday of Halloween on 31 October has found its
place in Switzerland, and the daily Tages-Anzeiger newspaper of 30 October
2000 reported on how Halloween made cash registers ring. The import of the
Chinese New Year has been forecast. The merchandise itself becomes a cult. This
results in the threat of religious and cultural values shrinking into one single
value: economic growth/increase in turnover. Fundamental values, however,
can only serve as true foundations if they are deeply anchored in religion and
culture, and religious and cultural holidays make an important contribution to-
wards this. Their import and export must therefore be very carefully checked for
ethical implications. This is probably most fruitfully done in a dialogue between
trade and the churches/religious communities concerned. The World Bank
made a good start with its World Faiths Development Dialogue.
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6.21 Trade and peace

States experiencing at least one armed conflict 1990-1999
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5.7 Trade and peace

Trade may encourage or endanger peace

The fundamental value of peace (— ch. 3.5) is strongly supported, but also endan-
gered, by trade, particularly by cross-border trade. The most important contribu-
tion of trade towards peace is likely to be the provision to people of vital goods and
services, for need creates tension. However, such trade will promote peace only if
it is combined with fair, equalizing distribution, for “peace and justice are bedfel-
lows”, as the biblical Psalmist knew (Ps.85:11). Below, a few factors of trade that
encourage or endanger peace in brief:

Trade that endangers peace Trade that promotes peace

m Economic growth that increases m Economic growth combined with
gap between rich and poor the fight against poverty

m Unemployment through job m Creation of jobs through trade
relocations (— ch.6.15)

m Financial markets prone to crises m Capital trading in the service
owing to speculative capital trading of productive investments
(— ch.6.15) (— ch.6.15)

m Fight for raw materials, m Raw materials agreements,
particularly mineral resources protection of indigenous peoples
(— ch.6.12) (— ch.6.12)

Cultural violence (— ch. 6.19)
Arms trade (— table)

“War” with computer viruses
Black-market trade (— ch.6.9)
Corruption in trade (— ch. 6.10)

Cultural diversity (— ch.6.19)
Trade in civilian goods
Information technologies
Transparent trade

Fair, transparent prices (— ch.6.1)

Suggestion: peace compatibility test

Ethical trade that takes its bearings from the fundamental value of peace could
introduce a peace compatibility test within the framework of a corporate strat-
egy or national or multinational trade policy. Similar to environment compatibil-
ity tests and to the instruments of labels, codes of conduct, company ratings or
peace clauses in trade agreements (— chs 4.5, 4.6, 4.11, 4.15), peace-promoting
trade may be honoured and rewarded.
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6.22 Ethical trade:

Symbol and market power

Intensive and extensive effects of ethical instruments

Extensive effect

Intensive effect

Instruments Intensive effect Extensive effect
Product label Strong for the Weak to medium:
producers involved depending on the market

share of the product

Corporate code Strong for the Weak to medium:
company'’s scope depending on the
of influence company'’s size
Company boycott Strong: Weak:
trigger instrument only one company,
with public impact only triggers measures
Stock-exchange Weak to medium: Strong:
only companies quoted global signalling effect
on the stock-exchange for many investors
National law Medium to strong: Medium:
depending on substance  binding on all agents
and scope in one nation
International Weak to medium: Strong:
convention smallest common binding worldwide
denominator in signatory countries

© Stlckelberger: Global Trade Ethics
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Intensive and extensive effect

Segments 1—5 in the diagram on the left represent different instruments and agents
of ethical business (— chs 4 and 5). They have different intensive and extensive
effects. Extensive denotes the extent of the company, products, countries, or market
concerned. Intensive denotes the strictness of the ethical criteria, the intensity of
the effect on individual producers, the environment, etc. Extensive and intensive
effects should not be played off against each other but should both be recognized
as necessary. Their difference, however, must be clearly reflected and transparently
communicated to consumers and the general public.

Symbol or market power?

The first alternative jute-instead-of-plastic carrier bags of the early 1970s had a
very strong symbolic content and triggered off lasting changes in thinking, yet had
a very weak influence on the shopping bag market. Conversely, the new Dow Jones
Sustainability Index is known only among investors but has a lasting influence
on investment markets. Ethical business needs symbolical instruments by way of
signposts, but also instruments which influence the markets — not only niches, but
the actual mainstream. Ethical investment funds are very important as signposts
but have so far accounted for less than 1% of worldwide capital investments. The
remaining 99% are not unethical, per se, but must be equally justified in ethical
terms.

Voluntary and legal measures
Voluntary and legal measures must also complement each other! Voluntary codes
of conduct and labels can be implemented more quickly and often with stricter
criteria than legal measures agreed by democratic decisions. They can and should
supplement national and international regulations but cannot replace them since
these can be made generally binding and practicable only through partnership,
particularly with the South (UTTING 2000).

Thus, ethical business needs diverse, multiple strategies and instruments which
complement each other.
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6.23 Morals provide capital

Why ethics pay off

m Higher stability/lower corporate risks (security gain);

m lower interaction and friction costs; e.g., through strikes, crime, monitoring
costs (productivity gain);

m higher productivity through the identification of personnel with the com-

pany and through lower fluctuation (motivation gain);

strategy with a long-term basis (sustainability gain);

higher consumption of ethically produced goods (turnover gain);

advantages on the capital market with ratings (capital gain);

wider acceptance among social stakeholder groups (image gain);

in the long term, lower external costs (economic gain).

Long-term or also short-term?

Ethical business often pays off only in the long term. The aim of short-term
profit maximization tends to lead people to disregard fundamental values.
Even so, ethical business may also pay off in the short term if we think of secu-
rity and motivation gains. The question as to whether ethics is profitable must
also be supplemented by the question as to for whom ethics is profitable. For
the company? For society? For future generations?

Fictitious ethics, instrumentalized ethics, value ethics

Corporate ethics turns into fictitious ethics if it does not go beyond verbal adapta-
tion to an ethical glossary without inspiring any corresponding holistic changes in
conduct. Equally great is the danger of instrumentalized ethics, where ethics are
merely a means to the end of increasing profit and power; i. e. the fundamental val-
ues are instrumentalized to serve the aim of increasing one’s power. The approach
to business ethics advocated by this book is based on fundamental values and
regards the compliance with and promotion of these fundamental values as the
purpose of business. Economic action is therefore not an end in itself but has a

function of service.
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6.24 Conclusion:

From market ethics to an ethics market

Ethical business in general and ethically acceptable trade in particular are continu-
ing to gain ground and will probably do so for some time to come. There are three
reasons for this:

1. the liberalization and globalization of markets, and the corresponding growth
of trade that crosses borders, cultures and value systems;

2. the rapid worldwide dissemination of information about production and liv-
ing conditions from all parts of the world by means of today’s communication
technologies; and

3. the increase in the significance of religions all over the world (in Europe, this
process has been the slowest so far). The great number of approaches, agents
and instruments of ethical business outlined in this book are evidence of this
megatrend.

It is inherent in the system that these trends of setting the market ethical limits to
provide it with guidance and protect it from crashes are accompanied by another
trend whereby ethics itself turns into a market which is influenced by market forces.
Market ethics thus turns into an ethics market. On the positive side, this results in
a competition concerning ethical business which continues to launch new “prod-
ucts” of ethical business on the market. The diversity of labels, codes of conduct
and ethical consultation services is expressive of this. On the negative side, it in-
creases the danger of fictitious and instrumentalized ethics (— ch.6.23), cost in-
creases through privatized certification systems and a proliferation of self-styled
business ethicists.

And yet: let us use the opportunities presented by an ethically acceptable market
and the ethics market. Let us hone our ability to distinguish between fictitious and
sound ethics. Let us use market ethics as a supplement to, not as a replacement
for, existing regulatory instruments, since those provide guiding limits (e.g., in-
struments of national legislation and of the equalization of the interests of social
partnership). Let us seek cooperation and alliances with all those who are travelling
along this route. This is the contribution that Global Trade Ethics seeks to make.
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Abbreviations

CE
HCE
HWE
LBE
LWE

A New Dictionary of Christian Ethics, London 1993 (4th ed.)
Handbuch der Christlichen Ethik, 3 Bde, Freiburg/Giitersloh, 1978
Handbuch der Wirtschaftsethik, 4 Bde, Giitersloh, 1999

Lexikon der Bioethik, 3 Bde, Giitersloh, 1998

Lexikon der Wirtschaftsethik, Freiburg/Basel/Vienna, 1993

Intergovernmental organizations

(numerous further abbreviations of organizations are listed with the Internet addresses)

ADB
AfDB
APEC
ASEAN
ECOWAS
EU

GATS
GATT
IDB

IMF

ILO
NAFTA
OECD
UNCTAD
UNEP
UNDP
WB
WTO

Asian Development Bank

African Development Bank

Asia-Pacific Economic Cooperation

Association of Southeast Asian Nations

Economic Community of West African States
European Union

General Agreement on Trade in Services

General Agreement on Tariffs and Trade
Inter-American Development Bank

International Monetary Fund

International Labour Organization

North American Free Trade Agreement

Organization for Economic Cooperation and Development
United Nations Conference on Trade and Development
United Nations Environmental Programme

United Nations Development Programme

World Bank

World Trade Organization
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