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Corporate Ethics and Globalization 

-  Global Rules and Private Actors  -    

Horst Steinmann, University of Erlangen-Nürnberg

1.  Introduction
„The fundamental defect of global society today is not that the reach of corporations is too big, but that our ability to govern is too small. We face governance gaps and governance failures on a monumental scale. Our core challenge, therefore, is to stimulate social and political processes that will help bridge the gaps and reduce the failures. The dynamic interplay between business, civil society, and the public sector constitutes an essential platform from which to mount the campaign.“

It was John Ruggie from Harvard Law School, recently appointed by Kofi Annan as „Special Representative on the issue of human rights and transnational corporations“, who made this statement on the occasion of the Carl Bertelsmann Prize International Symposium in 2002 (Ruggie 2002, p. 2). As a professor of „International Affairs“ Ruggie supported the UN-Secretary in developing and introducing the „Global Compact“. As you know the Global Compact is an attempt to involve corporations and other institutions in a world-wide program to respect and support – within their sphere of influence – 10 fundamental principles, concerning human rights, social standards (labor and working conditions), the environment and freedom from corruption. 

It is this political context of global governance and the involvement of multinational corporations in processes of creating new political and social institutions which form the actual background of my paper.

What I would like to elaborate on a bit is the role which corporate ethics could and indeed should play in this context (see also Steinmann 2003). This is a highly controversial topic in the discipline of management theory because what is at stake here is nothing less than the rationale, the „raison d’être“, of the private corporation in capitalist market economies of the future. But the topic is also highly controversial in and between other academic disciplines, like economics, politics, and here especially the „Theory of International Relations“, moreover: sociology,  philosophy,  political philosophy, international law, and so forth.  

In view of this state of affairs and in line with central philosophical ideas of the German philosophical school of „Methodolocigal Constructivism“ (Lorenzen 1987, Janich 2001) I regard it to be an important task of management theory (as the first and immediate addressee of business practice) to take on, where necessary, an interactive role as a kind of mediator and translator between problems of business practice and other academic disciplines able to contribute to the solution of the problem at hand (Steinmann/Scherer 2002); and this with the objective to come, first of all, to a common understanding of the empirical situation within which to act and, secondly, working on adequate normative orientations for change. In order to fulfill this role management theory has to grasp and to conceptualize, on the level of language, the respective problems of business practice; and this in such a way that the basic notions required for tackling these problems can be picked up by other disciplines for further (interdisciplinary) research. 

It is from this methodological perspective that we have proposed, within the national context, a notion of corporate ethics (Steinmann/Löhr 1994). I shall present this notion very briefly (2). Its core idea is that managers of private corporations should be held responsible and accountable not only for making sufficient profits but for contributing, at the same time, directly to the public interest by peacefully solving those conflicts with its stakeholders which arise out of corporate strategy. The notion of  „strategy-centered peaceful conflict resolution“ is at the heart of my concept of corporate ethics, and this not merely as a laudable activity, as e.g. philanthropic corporate givings, but as a moral duty which not at the discreation of management.

I want to show that this concept is so general that it can be applied to the global political context mentioned by Ruggie (3). To do this I shall sketch what Kofie Annan in his millenium address (Annan 2000) has called „Global Public Policy Networks“ as a representative example of what is actually going on in practice. I maintain that what these networks offer could be understood as a manifestation of corporate ethics.  

What follows, then, are some remarks on a number of urgent questions for future research of different disciplines needed to develop a theory of the firm which can cope with the problems of corporate governance in a globalized world (4). What I am not going to do is to outline such a theory; its time is still to come. I shall, instead, mentiont at the end some basic ideas which may have the potential to improve the actual situtation (5).

2.  A Notion of Corporate Ethics

(1) Let me start with a quote from an article which appeared in the prestigious „Economist“, January 22, 2005 issue, entitled „The good company“ (Crook 2005). This article has aroused wide critical discussions and comments within the field of business ethics.

According to the author Clive Crook it is a pity that the movement of corporate social responsibility (CSR) has won the battle of ideas. Let me just remind you that this idea has gained great political support by the European Union, as an important basis for the sustainable economic development of Europe; „CSR-Europe“ is an organization which has got quite a lot of money from the EU to further clarify and develop the idea, but has had no great impact on the practical situation as yet. Crook rightly criticizes the muddled thinking on CSR which means a range of fairly different things to the union of concerned executives. He blames „good corporate citizens“ for virtually having surrendered to the belief that capitalism is wicked. He highlights that the contribution of profit to the public good is misunderstood by the protagonists of the idea. And he asks for an ethics of business which puts two, and only two, constraints on the proper business goal of maximizing owner value, namely (1) respect for property rights and (2) distributive justice in the sense of pay linked to performance and promotion on merits.

I share the view of the author that the actual discussion about corporate social responsibility, corporate citizenship, corporate ethics and similar labels is still quite confusing because clear notions are lacking (Matten/Crane 2005, Scherer/Baumann 2004). I do believe, however, that the rather conservative idea of „business ethics“ put forward by Crook fails to meet the relevant practical normative requirements of todays corporate management.

(2) My understanding of corporate ethics starts with the simple insight that, for a society of free and equal individuals, good governance, in order to successfully coordinate human actions as the focal point of the argument, requires to reconcile individual freedom with the unity of society. In our context of corporate governance this would demand that corporate ethics should directly link the raison d’être of the private corporation to the public interest as follows:

· Drawing on the work of Paul Lorenzen (1987, pp. 233) I propose to look at the end to make peace more stable in and between nations (or societies) as a reasonable general expression of what is usually called the „public interest“ or „common good“. Peaceful resolution of conflicts should be regarded as the central value and  normative basis of corporate ethics;  and, secondly,

· that corporations should contribute to the public interest directly by peacefully solving  those conflicts with corporate stakeholders which follow or might follow from their profit oriented corporate strategies. In other words: corporate ethics is about the means by which corporations try to make profits. Are these means acceptable from a moral point of view? Think of money laundering, corruption and violation of broadly accepted social or environmental standards as only three examples of moral scandals well known from reports in the media.

(3) These two ideas underlying my concept of corporate ethics may help to improve the factual legitimation of corporate governance. But before I elaborate a bit more on it let me just point out that corporate ethics might also contribute to corporate legitimacy on a more formal basis, namely by integrating it into (national) company law, as part of director’s duties and liabilities. To mention this point just here seems to me to be important in view of the legitimatory problems which originate within the global context and which, as we will see below,  suffer, quite opposite to the national case,  from the lack of a world-wide law giver to establish the necessary legitimacy link between the economic and the political system.

My vision is here that the licence to operate a private company and to make profits should not be understood as being granted by law unconditionally. Instead, entrepreneurial freedom should be understood – and this is in line with the so called concession theory (Parker 2002, pp. 3) – as being granted under the legal proviso or constraint that corporations take over, within the context of their strategic operations, a limited (stratgey-centered) responsibility for making societal peace more stable. Referring again to a proposal of Lorenzen (1989, p. 53) one could speak here of the „simple profit principle“ („einfaches Gewinnprinzip“) as the decisive characteristic of the corporation in a republic, as opposed to the purely economic principle of unlimited profit maximization valid under the doctrine of economic liberalism where state and society are considered to be strictly separated.  This vision looks at company law as the proper place where the formal link is established between private economic activities and the public interest and where legitimacy is transferred from the political to the economic system. I recognize that to make this vision concrete on the level of law might carry with it severe problems yet to be resolved; but it would, nevertheless, contribute heavily to strengthen the legitimatory basis of corporate governance.

(4) From this republican perspective corporate ethics is to be understood as a self-regulation device  which is intended to support the (national) law as the primary peacemaking institution in and between democratic societies, and this in three ways:

1. by complying with the law. An outstanding case is here the well-known „legality principle“ of the Bosch company; part of this principle is the important clause that complying to the rules of law must not be made an object of economic calculations by managers and employees; 

2. by complementing national law in cases where legal provisions for peaceful conflict resolution are not or not yet in existence as is often the case in globalized business. Corporate codes of conduct to fight sweatshop conditions in the sportswear industry worldwide by well-known companies, like Nike or PUMA, are good examples here;

3. by critizising (or even opposing) existing law in order to bring about and support initiatives for reform where necessary to link the public interest in a better way to the behaviour of corporations. Some companies in South Africa during the Apartheid regime can serve as an example here.

(5) Time does not permit a detailed elaboration of this concept of corporate ethics, its many presuppositions and consequences. I restrict myself to a few comments:

1. There is, of course, first of all the question of what it does mean to solve conflicts „peacefully“. The definition of „peace“ must be such that it links individual freedom with the unity of society in order to efficiently coordinate human actions (as the focal point of my analysis). Following Lorenzen again we can define handling of a conflict as „peaceful“ when the actors involved try to come to a general and at the same time free consensus via reasoning and argument. This points to corporate ethics as discourse ethics and marks the distinction between ethics and the use of power in its manyfold forms. The important philosophical problem arising here is, of course, how the word „peace“ is to be introduced.
 I have decided not to follow (any more) Apel‘s Trancendental Pragmatism (Apel 1973) here, but to start the argument before any distinction is made on the semantic level between „real“ and „ideal“ speech situations (see also Habermas 2005b, S. 347). This implies that in a society there must exist already, and this as the outcome of a long-standing, broadly accepted and deeply rooted experience to coordinate actions successfully,  a pragmatic understanding or „know how“ about what the words „reasonable“, “argumentation“ or „peaceful“ mean. Thus, it is on the pragmatic level and from the participator‘s perspective as the first-person normative point of view (as opposed to the semantic level and observer‘s perspective as the third-person descriptive point of view) that we should reconstruct and introduce the notion of peace. This is, at least, what Friedrich Kambartel (1989) proposed about how to introduce the word „reason“ (see Hanekamp 2001, pp. 58, for a critical review). Kersting (2002, p. 279) followed Kambartel when he introduced the term „pragmatic justification“ and analyzed its pragmatic and grammatical presuppositions. The grammatical presupposition (which is of special importance at this point) holds that for the process of justification nothing else is available to the parties besides the well-known grammar of their rationality, in which the patterns for their mutual understanding and unfolding of the world are integrated. This grammar is, according to Kersting, part of the culture in which we grew up: we are born into a world which is formed by a net of notions and procedures of justification. The important consequence is, of course, that embarking on this philosophical position makes the entire concept of corporate ethics culture-bound. And one can easily imagine that this approach has, in turn, severe consequences for multinational companies regarding their policy for handling intercultural conflicts. I shall come back to this important point at the end of my paper.

2. Corporate ethics does not replace the market. The opposite is true: corporate ethics is based on the market as an institution for the coordination of economic actions. In market economies plans and actions are not coordinated via the intentions of individual actors (by way of argumentation) but via the monetary consequences of their (profit-oriented) actions evaluated through the price-system. I think there is convincing historical evidence (as opposed to mere analytical model building as is the case e.g. in welfare economics) for the superior efficiency of market coordination (as compared to centrally planned economies) to assure productivity, welfare and progress. Market societies are, therefore, comparatively less prone to conflicts of interests and insofar better suited for making peace more stable. This argument refers to the (empirical) indirect link between economic rationality and the public interest meant by Crook above, as opposed to the direct link of corporate actions to the public interest which is set up by corporate ethics. In any case, I strongly hold that changing the economic system is not on the agenda as long as it is not convincingly demonstrated that there is a more efficient alternative to the market. Let me add that this does not imply the methodological principle that markets precede politics; quite the opposite. The market is to be regarded as being embedded in a system of rules set by politics and law; it cannot create its own normative basis.

3. It follows that the enterprise should remain, at its core, what it is constructed for, namely a private economic actor in a decentralized competitive market economy. Economic responsibility for the survival of the corporation is with entrepreneurs and management; it cannot be delegated to any other outside institution such as the state. This implies that private corporations are called upon to make sufficient profits, as a precondition for the survival of the enterprise in (more or less) competitive markets.

4. The critical point of our concept of corporate ethics is that this justification of the  profit principle is necessary but not sufficient. This is so because, on the level of the economy as a whole, the profit principle can only be justified in general, e.g. if one abstracts from the many specific side conditions under which concrete decisions have to be made on the corporate level, decisions about corporate strategy, the means for making profits and about probable side effects and resulting conflicts of interest. This general justification can, therefore, substantiate only the presupposition that the profit motive is right in principle („Richtigkeitsvermutung“). On top of that, what seems necessary for a complete justification is that entrepreneurial freedom granted by law is linked to a broader concept of corporate responsibility, a concept that transcends the pure economic dimension. This argument in favour of  corporate ethics seems to me to be compelling; this at least under the pragmatic assumption that we strive to make peace in and between societies more stable. Management must, then, be kept responsible for all those cases where the peaceful resolution of conflicts caused by corporate action is not successfully settled by law. It is in this sense that corporate ethics forms a direct link between the public interest and corporate strategy. Needless to say that this concept of corporate ethics depends on partners which share a culture of peaceful conflict resolution. Famous conflicts, like the Nestlé case in the seventieth (Steinmann/Löhr 1988), Shell’s engagement in Nigeria in the eighties or the situation in the sports apparel industry today (Hartmann/Arnold/Wokutch 2003) show that this cannot be taken for granted. A lengthy learning process for all partners is usually necessary to reach the stage of peaceful conflict resolution. For Nike such a learning process is now well documented in an article in the Harvard Business Review (Zadek 2004).

5. My argument so far, then, is somewhat predicated on what one may refer to as the situational embeddedness of corporate ethics. There are many historical constraints which must be taken into account in each specific strategic situation in order to substantiate a pragmatic judgement about whether or not management has lived up to its responsibilities, both economic and ethical. Situational analysis is, therefore, an important part not only for economic decisions but also for ethics management; one cannot exercise either of them in the abstract. The situational analysis must cover many aspects and requires, at the same time, sound judgements about which of the (relevant) aspects must be accepted as given and which could probably be influenced by the corporation, at what costs and within what time span. Only then one can hope to get an idea about the limits or the range (reach) of social responsibility of management is in a given situation. The important aspects of the situation include (Margolis/Walsh 2003, pp. 293): the resources of the company, its competitive advantages and disadvantages, the specific culture and norms governing the industry and the country the firm is operating in, the attitude of the critical public towards the industry or certain companies, and so forth. As a result of the analysis it may turn out that, instead of the corporation, the industry association, nationwide or even worldwide (Hemphill 2004), or the regulatory apparatus of the state is the proper locus for effectively handling the problem at hand. Let me remind you of the well-known „prisoners dilemma“ (as a characteristic of market economies) which may prevent individual companies from acting alone on a moral conflict, and this for the purely economic reason of „free riding“ of competitors. But even in cases where a conflict cannot be handled on corporate level managers are not totally relieved from their moral responsibility. Corporate ethics requires that corporations unfold in such cases political initiatives for what is called today „ethical displacement“, i.e. for shifting the problem on a higher political level where a proper solution may be possible. 

6. The situational embeddedness of corporate ethics gives reason to touch on an important methodological problem, namely the relationship between contextuality and universality. Hanekamp (2004) made the proposal to reverse the traditional methodology, which is to first argue for the universality of norms and then apply these norms in concrete historical situations. Instead of starting, as the first step, with decontextualized norms and asking only then how far these norms must be re-contextualized, Hanekamp reminds us of the alternative: How far must we go on in the process of de-contextualization of norms to solve those tasks which pose themselves in a given situation. The methodology of justification of norms should proceed „bottom up“ instead of „top down“. This comes close to what Kersting (2002, p. 279) has called the pragmatic presupposition mentioned above. Kersting insists that there is no need to justify actions, decisions or norms per se, so to speak as a philosophical exercise and as an end in itself. The need for justification, he insists, arises for any field of human action only within the context of a specific practical situation, in the light of new problems and from the point of view of individual persons. I think it is worthwile to think in more detail about Hanekamp‘s proposal. 

(6) There are, of course, many other problems which would need to be mentioned here. Among the most difficult one for management theory counts the design of a management system which allows to efficiently and effectively bring to bear ethical considerations on all five classical managerial functions, that is: on planning and control, on organization and personal and on leadership (Steinmann/Olbrich 1998, Steinmann/Scherer 2000, Leisinger 2003 for Novartis). It is only when this problem is solved properly that corporate ethics really assumes practical relevance.

3.  Corporate Ethics and Globalization

(1) Having outlined my notion of corporate ethics I now turn to some developments in the course of globalization which, in my view, could be understood as manifestations of corporate ethics, or, if you like, „international“ corporate ethics. New challenges for corporations here emerge on the international or global level (Haufler 2001, Scherer 2003). Quite a few companies have taken on these challenges in different forms and ways (KPMG 2005). Individual companies have developed corporate ethics programs on their own, as e.g. in the sports apparel industry, in response to long standing public criticism. In this industry some companies set up social and environmental standards for suppliers in developing countries to address sweatshop conditions. The federation of the apparel industry, national and international, is now trying to come to a collective agreement on these  topics to cope with the free rider problem, especially of no name products. There are, moreover, what one calls today „Public-Private-Partnerships“ as a kind of institutional arrangement between a nation state and private corporations. Such partnerships are manyfold, especially within the area of development aid. But what I would like to mention explicitly are the well-known US-Sentencing Guidelines from 1991 as an outstanding example of how private companies can help to support the public interest (Steinherr/Steinmann/Olbrich 1998). These guidelines of criminal law offer a substantial reduction in fines to private companies if they have made a number of specific organizational provisions to fight crime in their sphere of influence (Ethics Officer, Code of Ethics, Training, Sanctions etc.). Both, companies and the state, instead of being opposing parties in criminal court, sit here in the same boat to fight crime. And, finally, let me mention what Kofi Annan has called „Global Public Policy Networks“ as a type of public-private-partnership which I shall elaborate on a bit later on.

(2) Up to now there is no empirical evidence how many of these new „forms“ of management actually exist. I think it is fair to say that what we talk about here is „work in progress“, not even well understood in theoretical terms. The UN estimates that about 50 to 60 GPPNs exist. This in view of some sixty to seventy thausand transnational companies controlling approximately 800.000 affiliated organizations (UN Conference on Trade and Development 2001, p. 6; Leisinger 2004, FN 181). Nevertheless, management theory must, I think, engage in this important practical development as early as possible, if only for stimulating interdisciplinary research. It is for this reason that some members of the German Business Ethics Network cooperate now with PUMA company, and this in the third year, acting as moderators of discourses which the company has inititated with its stakeholders on a worldwide level, in order to anticipate, clarify and analyze conflicts arising out of corporate strategy with the aim to avoid or peacefully solve them (Löhr/Steinmann/Hengstmann 2005). As already mentioned, Nike is engaged in similar discourses; it has, in fact, taken the lead here after years of hard confrontation with NGOs (Zadek 2004).

I originally intended to talk about our experience with PUMA; but this would deliver as yet only rather anecdotal evidence. I thought it might give you a broader perspective if I summarize some information about Global Public Policy Networks, to show that what is going on here may well be understood as a manifestation of corporate ethics.

(3) Global Public Policy Networks, not to be confused with what Habermas (2005, p. 359) calls „Global Economic Multilaterals“ (mainly World Bank, World Trade Organization, World Monetary Fund) have gained the special attention of the UN as  important institutional arrangements for global governance. Kofi Annan referred to challenges of global political governance in his 1999-speech at the World Economic Forum in Davos and in his millenium address of 2000. In both documents he raises the more and more pressing question where in the world new loci of responsibility do emerge and what institutions could form part of a new global political order, institutions which are able and legitimized to solve the upcoming problems and conflicts in a globalized economy. Here is his answer (Reinicke/Deng 2000, p. XVIII):

„The United Nations once dealt with governments. By now we know that peace and prosperity cannot be achieved without partnerships involving governments, international organizations, the business community, and civil society.“

What Annan has in mind, inter alia, are networks of public-private partnerships which are able to better cope with the complexity of governance problems on a global scale, better than formal institutions. Let me quote again (Reinicke/Deng 2000, pp. XVIII):

„Formal institutional arrangements may often lack the scope, speed and informational capacity to keep up with the rapidly changing global agenda. Mobilizing the skills and other resources of diverse global actors, therefore, may increasingly involve forming loose and temporary global public policy networks that cut across national, institutional and disciplinary lines. The United Nations is well situated to nurture such informal „coalitions for change“ across our various areas of responsibility.“

Corporations as partners of „Global Public Policy Networks“ sharing responsibility with other global players for the peaceful resolution of worldwide problems and conflicts: it is my view that this vision of the UN to improve processes of global governance implies for corporations exactly that kind of responsibility which corporate ethics would require of management.  

A closer look at what Global Public Policy Networks do will underline this thesis. It will reveal that corporations present themselves here not in their capacity as strictly private actors which plan their economic calculations only, and only, towards the well-being of shareholders and management – without any real concern for the public interest. Instead, they participate in processes to promote the public interest in a direct way, thereby transcending the traditional „raison d’être“ of  the private corporation.

(4) I restrict myself to some basic remarks about these networks; more details are available in the report „Critical Choices, The United Nations, Networks, and the Future of Global Governance“ by Reinicke and Deng (2000) on which I  draw heavily in what follows.

The first thing I should mention is that GPPNs are not another attempt at top-down organization building. They are, instead, institutional innovations which emerge bottom-up to solve concrete issues or problems identified, and this usually on a temporary basis. Governments, international organizations, corporations and NGOs may be partners depending on the complementarity of resources needed to tackle the specific issue at hand. There are six  functions networks can perform, which Reinicke and Deng discuss in some detail. Let me shortly mention three of them (Reinicke/Deng 2000, pp. 27):

1. Networks contribute to establish a global policy agenda and offer mechanisms for developing a truly global public discourse in which to debate the agenda. Transparency International (TI) is an example. The problem was and still is here to crack the taboo around corruption, without alienating the very people on whom it would rely to make inroads into the problem. An important part of the strategy is to build „islands of integrity“ with corporations, public authorities of the country and TI as partners in cooperative anticorruption efforts. All relevant companies commit themselves in their code of conduct to refrain from bribery and to develop appropriate organizational structures for the implementation of the code. I think this is a fairly good manifestation of corporate ethics. The „islands of integrity“ are provisions to overcome the well-known prisoners‘ dilemma.

2. Networks facilitate processes for negotiating and setting global standards. Setting transnational rules and standards is becoming ever more important as political and economic liberalization and technological change create transnational social and economic spheres of activity whose governance demands a global framework. More and more national and international bureaucracies realize that negotiating and setting standards to address transnational problems differ from agenda-setting in their need  to involve all the stakeholders, both because these stakeholders provide timely and complex knowledge and because their involvement provides, according to Reinicke and Deng, legitimacy to the process through inclusion of those concerned. A good example is the „World Commission on Dams“ (www.dams.org) which deserves to be outlined in some detail. It was the growing complexity and politicization of large-dam construction and its social, economic, and environmental implications which made this, according to Reinicke/Deng, one of the most conflict-ridden issues in the development debate. In the late 1980s and early 1990s, a breakdown of dialogue among NGOs, dam builders, and international organizations such as the World Bank, which had financed many large dam projects worldwide, led to a stalemate. This stalemate imposed considerable costs on all stakeholders: builders saw their income from dam construction decline; NGOs had to spend considerable resources to sustain public campaigns against large dams; and the World Bank, facing fierce public pressure, could no longer support any loans in this area. Bringing representatives from all relevant groups and sectors together in an independent trisectoral network was imperative to break the stalemate and to start to build a consensus on standards for large-dam construction. The World Commission on Dams did just this. The report published in 2000 gives evidence on the impressive results as a fair normative basis for future economic activities in this field. It was Göran Lindahl, then president of the multinational engineering firm ABB, who supported the whole project; he realized very early that a trisectoral effort could lead to greater stability and predictability in the industry’s business environment. But the list of supporters of the initiative contains even more names of important companies all over the world. I think participating in this network is a clear manifestation of corporate ethics. Of course, it is one thing to develop a code of conduct and another to implement it. Here lies a severe deficit of the World Commission on Dams. What is necessary is that corporate ethics becomes an integral part of every-day management; only then will companies commit themselves to actually implement this normative framework on a permanent basis and not to just confining to a mere exercise of  window-dressing. And what we observe, moreover, in the sports apparel industry is that NGOs are more and more calling for independent auditors to check results.

3. Rather than bringing about a concrete result, as in these two examples, a third function of networks turns out to be the result of the cooperative process itself, in the sense of an important by-product, namely that GPPNs may help closing the global participatory gap. Reinicke/Deng rightly point out that there is no global public space in which substantive discussion of transnational challenges can effectively take place and be acted upon in an open and participatory fashion. They note that economic, cultural, and social integration requires more than simply efficient technocratic management. All emerging problems, be it the regulation of the Internet, solutions to preserve the ozone layer, the control of international money laundering,  have also a political dimension. It requires inclusive and legitimate political processes which – according to the UN – Global Public Policy Networks can hopefully promote, because of their rather inclusive and discursive character.  A case in point is again the World Commission on Dams network which got willy-nilly engaged in processes of determining what is or is not in the broader public interest. Within this process networks raise the profile of an issue to the point where addressing it is considered to be in the global public interest. So it is the process itself, not the final product, by which public issues are raised and treated in rational discourses. This suggests that participating in Global Public Policy Networks allows for a learning process in  exercising  corporate ethics. But the question reamains, of course, whether this process has any legitimatory potential at all,  as presupposed by some of its protagonists.

(5) Unfortunately, there is no time to go into more details about Gobal Public Policy Networks2 (see also Benner/Reinicke/Witte 2002).  I realize that what I have said so far is still rather selective and far away from a convincing picture of business reality to really support my thesis that these emerging phänomena are manifestations of corporate ethics. In order to draw such a picture we would need, in fact, more empirical research about – generally speaking – existing global business regulation and the role private corporations and other institutions played and still play in developing and implementing such rules (a ground breaking work is Braithwaite/Drahos 2000). Only on such an empirical basis can we hope to fully understand the role of private actors in setting global rules and to make proposals for improvement. To indicate the difficulties arising here let me pick up in the last part of my paper a few of the research questions which my discipline, in asking for help, poses to other academic fields.

4.  Open Problems and Research Questions

(1) There are, first of all, quite a few unsettled philosophical questions. The most difficult one is the problem of what could count as a sound argumentative basis for (international) corporate ethics and ethics in general. There are, as you know, quite a few philosophical schools which seem „incommensurable“ from an outside point of view. I mentioned already that our concept of corporate ethics tries to apply fundamental concepts of Methodological Constructivism, developed in the tradition of the former „Erlangen School“, thereby following the linguistic and pragmatic turn in philosophy, as opposed e.g. to Apel’s Transcendental Pragmatism. Our concept is thus culture-bound as mentioned earlier already. And this raises the question often discussed today under the heading of „relativism“:  How can one come to universal values in view of the plurality of cultures? This question is obviously of great importance for international management: it depends e.g. on the answer to this question how managers of international companies should interact with foreign cultures. Personally, I do not consider myself qualified to delve into the abyss of this philosophical problem (Wohlrapp 1998, 2000). It was Carl Friedrich Gethmann who made a valuable contribution here at the conference of the European Business Ethics Network in 1996. In his paper „Reason and Cultures, Life-world as the Common Ground of Ethics“ (Gethmann 1998) he holds, first, „that the philosophy of Reason overlooks that it is actually and in any case only a plausible programme with regard to certain factual structures of the life-world“ (p. 214); and he demonstrated, secondly, that „the contextualists overlook that it can be an immanent desideratum of particular identity to rise above the limits of the particular. „Under certain conditions“, he holds, „Reason itself – at least as a desideratum – is a cultural fact. But this fact would perish if the culture perished.“ (p. 214). Thus, according to Gethmann, „a common basis in the life-world is necessary for universal moral convictions to be founded. .... A uniform, universal form of life is by no means the maxim which results from the project of Reason.“ (p. 214). Without going into details I think that this provides a useful orientation for further research, e.g. in International Human Resources Management. One consequence would be that expatriates should be trained not to preach western values as universal truths a priori but to try to initiate, if necessary, on the pragmatic level a learning process with members of other cultures, in an attempt to unfold, step by step and based on the successful outcome of common actions, a mutual understanding of what it means to solve conflicts peacefully (Steinmann 2004).

(2) A second unsettled problem relates to the character and legitimacy of rules developed by corporations – be it alone, on industry level, or in global networks, together with other private and non-private institutional actors. Legal scholars speak here of „soft law“ (Shelton 2000) and have lengthy discussions about this grey zone between legal norms and social norms, between the societal articulation of interests and their transformation in formal legal rights and norms.

Klaus Günther (2001, S. 541) has raised crucial questions about this development in a paper about globalization as a problem of the theory of law. He points out, inter alia,  that the plurality of law generating regimes which developed worldwide as a consequence of globalization threatens an important – and so far generally accepted – principle of any democratic state, namely the unity of the legal system. Günther raises disturbing questions: What about justice, about the principle of equal treatment of equal cases, thus far accepted, at least in principle, as a precondition in a coherent system of national law? What about the autonomy of nation citizens which alone can produce legitimacy within the democratic state? How is legitimate law possible if private actors authorize themselves to self-regulate disparate arenas of social life?

Acceptable answers to these questions must obviously transcend the traditional notion of legitimacy (and accountability). Traditionally, legitimacy arises within the political system of the nation state from the „institutionalization of those discursive processes of opinion- and will-formation in which the sovereignty of the people assumes a binding character.“ (Habermas 1996, p. 104). But on the global level there is, as yet, no law giver, no state apparatus and no sovereign people. Thus, formal legitimacy cannot be transferred, as I indicated above for the national case, from the political to the economic system by integrating corporate ethics into company law. Instead, we have „spontaniously emerging civil society associations and movements that map, filter, amplify, bundle and transmit private problems, needs and values“ (Habermas 1996, p. 367), acting within the the economic system, not the political system. Can one apply the Habermasian „theory of deliberative democracy“ (1996), which was developed for the political system, directly to the economic system to qualify such processes and their output as not only factually but also formally legitimate? This is what Scherer and Palazzo (2005) seem to propose in a recent paper. But in the absence of a global sovereign and proper institutions for democratic political action on a worldwide scale there is no source from which private rules can derive a binding legitimatory character. What seems to be necessary, then, is a broader notion of legitimacy which is no longer bound to the nation state. Its centerpiece would be the public use of reason, and this not only as a basis of the political system but also of the economic system 

(3) Closely related to this second point is a third one, resulting from the interactive and discursive character of corporate ethics. If NGOs become more and more partners of  discourses with corporations, both as providers of technical knowledge and by participating in political processes intended for establishing a legitimate basis for corporate action, then NGOs must understand and practice the new role required by corporate ethics (Löhr 2004).

NGOs get in a role-conflict. Thus far they act as a kind of countervailing power campaigning from the outside in the public arena in order to force management to change its strategy in such a way that it becomes more in line with the (perceived) interests of stakeholder groups, interests which, by the way, are often more or less regarded as legitimate per se. Now NGOs get involved in a strategic corporate-ethics process,  based on argumentation, from which to derive good reasons for and to commit to action programmes which regard human rights, social standards, environmental norms and so forth as an integral part of corporate strategy. Our experience with the PUMA company shows that it is obviously quite difficult for representatives of different stakeholder groups to handle this role-conflict adequately, i.e. not to fall back during discourses on a strategy of campaigning instead of scrutinizing arguments. 

Needless to say that there are other questions arising out of this factual discursive practice with NGOs which relate directly to the fundamental legitimacy problem mentioned above (Bendell 2005). Who selects the respresentatives of NGOs? What groups are authorized to take part in corporate strategy discourses? Who cares for the public interest? To whom are representatives of stakeholders accountable? What about the responsibility of management towards shareholders as laid down in many modern company laws, especially in anglo-american company law? How must rules look like to coherently integrate corporate ethics processes in legitimate corporate decision processes? Where do such rules come from to be legitimate? Is it enough that they just emerge out of factual social processes? These are all disturbing questions pertaining to problem of legitimacy and yet to be answered. 

(4) Finally I would like to mention that corporate ethics is a challenge also for the „Theory of International Relations“ (Reinicke 1998, Hellmann/Klaus/Zürn 2003, Wolf 2005). Let me remind you that  traditional theory does hold here that international relations are relations between nation states which have established already clear-cut national interests and which contract with one another to create an international order to overcome anarchy. 

This theory presupposes that nation states are sovereign in a double sense. External sovereignty presupposes that nation states are independent of other states in formulating and implementing national interests concerning customs, tariffs and so forth. Internal sovereignty presupposes that the acts of giving and implementing national law should be independent of particularistic goals of societal actors and interest groups in order to find what is in the public interest in a given situation. As we know from everyday experience globalization is a threat to both the external and the internal sovereignty. When corporations, financial and non-financial, split up their value chain and distribute it to different nation states they get more and more independent from the political power and the law of their specific home country; they get even the power to influcence national law, both at home and in host countries. Moreover, when corporations get involved in global public policy networks and when they help, in line with corporate ethics, to develop and implement global rules for economic action they may also undermine the sovereignty of nation states. So, it comes as no surprise that theorists of international relations are trying now to describe and to better understand these phenomena emerging in the process of economic globalization.

5.  Final Remarks

(1) Thus,  there are many academic fields for which the globalization process is a challenge, in general and with regard to the public role which private actors  begin to take on here. What seems to be necessary is more interdisciplinary research aiming at an empirical theory which allows to better understand the actual economic and ethical role of the corporation as a global player; and to allow for necessary reforms to make peace within and between societies more stable. 

(2) It was Neil Fligstein from Berkeley who outlined such an empirical theory in his recent book „The Architecture of Markets, An Economic Sociology of Twenty-First-Century Capitalist Societies.“ Let me quote at the end of my paper a central passage from this book which highlights the role of the private corporation as an active player in the market, as opposed to the orthodox consensus in general economic equilibrium theory which conceptualises the corporation as a passive actor reacting merely to market forces (p. 23):

„A sociological approach to market institutions makes us understand that there is not a single set of social and political institutions that produces the most efficient allocation of resources. The real issue for making markets is to create political and social conditions that produce enough stability so as to allow investments. Once these institutions are created, there are a great many ways to organize firms and markets that are compatible with making profits. Since the whole society is enmeshed in market making, it is logical to argue that many possible interventions to produce a just and equitable society are in fact compatible with profit making. Indeed, one outcome of these interventions is to strengthen the legitimacy of market institutions.“

(3) In view of such a general theory of twenty-first-century capitalism it may, perhaps, turn out that corporate ethics in the rather narrow sense defined here is only part of a broader concept of corporate citizenship (Scherer/Palazzo 2005, Moon/Crane/Matten 2005) discussed so enthusiastically today in many countries.

It was Philipp Selznick in his book „Law, Society, and Industrial Justice“ who touched as early as 1969 on this problem when he talked about the disentaglement of citizenship from private law in modern times. The consequence was, according to him, that „citizenship“ is conceived today as a status and set of responsibilites that applies only to individuals but not to corporations (quoted from Parker 2002, p. 28).

But if we begin to reverse this process by intentionally bringing back corporations or – more general – private companies  in the political arena we must be careful not to broaden the notion of corporate responsibility too much. If we treat not only the individual but also  companies as „citizens“ in the full political sense of the word, then we may loose the advantages in economic welfare which industrial societies have gained over the last centuries through what we call today systems differentiation, with each system having its own code of rationality. I hold, that the big corporation, as one of the most important and powerful agents of the capitalist system, should remain what it is primarily constructed for, namely a private economic actor rather than a political actor. Of course, corporate ethics broadens this narrow economic concept of the corporation towards political responsibilites. But this should be done – and this seems to me to be important – not in an unspecified and rather unlimited way but should be restricted to the task of peacefully handling conflicts in and between societies, conflicts which are caused by corporate strategy. Restricting political responsibility of corporations to peacefully handling conflicting consequences caused by corporate strategy should be seen as the focal point of corporate ethics (Dubbink 2004, pp. 27, Drucker 1974, pp. 341).

Even in this restricted capacity corporate ethics can, in my view, help substantially in developing and upholding a culture of reason and peace worldwide. In doing so, corporate ethics would contribute to re-producing the only and central resource which is at the basis of any democratic and free society, a resource on which the good functioning of markets depends but which the market itself cannot create. This resource is the motivation of individuals to transcend mere cost-benefit calculations for enhancing private welfare and to participate, instead, in ethico-political processes to foster the public interest (Habermas 2005a, p. II). Big and powerful multinational corporations acting solely in the name of profit and of shareholder-value will, in the long run, contribute substantially to destroy this motivational resource and, thereby, cut the ground from under their own feet; this process is what Habermas coined the „colonialization of the life-world“ through the economic system. Thus, corporate ethics seems to me to be, in the long run, in the best interest of private corporations and should be regarded as part of good management in a globalizing world.
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� Following the strict methodological  view of Janich (2001, p. 152) it would be, as the first step,  necessary to  introduce the adjective „peaceful“ by predicating the specific ation and then move on to the noun „peace“ as a reflexive term.


2 There is e.g. a serious critical discussion about the negative effects on depment countries  (Zammit  2003).





