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Ethical Corporation Debate  

26 October 2004

Sir Geoffrey Chandler opposes the motion ‘National governments, not companies, should enforce human rights’.

The public limited company, operating in a competitive market economy, has proved the most effective mechanism so far known for creating financial wealth and providing the goods and services that people need and want.

Our food, clothes, medicines, transportation, and the dazzling array of technology through which we communicate are the outcome of its dynamism and inventiveness.

And yet the company is held in deep distrust and suspicion by the general public.  

In today’s globalised economy companies have never had greater influence.  And yet, they have never been less trusted.

This is bad for business and bad for society.  But it is an irrefutable fact.  Every opinion survey demonstrates this, the latest (September 2004) showing that only government ministers, estate agents and tabloid journalists rank lower in the scale of trust than the managers of large companies.   

Why should this apparent paradox exist?

Financial scandals and corporate greed clearly aggravate the situation.  But the distrust fundamentally arises from the prevailing belief that companies do not care about the labour conditions of their employees; do not care about conditions in their ever-expanding supply chains; do not care about their impact on the physical environment or on the communities in which they operate - so long as they are making money.  It is a belief which is sustained by almost daily examples of bad behaviour.  The good that companies contribute is demonstrably accompanied by collateral damage.

This distrust may be unfair to good companies which have principles and try to abide by them.   But it is not wholly unfair to them.  Although it is abundantly clear that bad behaviour taints the reputation of all and brings the reputation of business as a whole into disrepute, not a breath of criticism is raised from within the business community.  

When the American company Union Carbide economised on safety measures at Bhopal in India and as a result killed thousands of people whose families to this day remain inadequately compensated – perhaps the most heinous corporate crime of the 20th century - not a breath of criticism was heard from within the business world.   Not a murmur of disapprobation was heard from the United States Council for International Business (USCIB), which our distinguished proposer represents today, a body you might think would be concerned for the reputation of the activity it purports to represent. 

When the British company Cape plc abandoned South Africa and left its former employees suffering from asbestosis and refused compensation because it was no longer legally based there, not a word of criticism was heard from the International Chamber of Commerce (ICC) or the Confederation of British Industry or any corporate leader. 

In any other walk of life – medicine, the law, sport – bringing the activity into disrepute would bring condemnation.  Not so with companies.  Therefore good and bad bear equally the mistrust for their silent complicity with what goes on.   This is a self-inflicted wound, the responsibility lying squarely on the shoulders of the corporate world, and if it is to be remedied it is up to the corporate world to act.

But all this perhaps begs the question of what this debate is about, though it is relevant to it.  Fundamentally this debate is about three things: First, the legitimate responsibilities of companies.  Second, it is about the behaviour a civilised world is entitled to expect from its corporate citizens.  Third it is about how that behaviour should be encouraged or, if necessary, enforced.  

I say ‘legitimate’ responsibilities and what behaviour we are ‘entitled’ to expect.   The words are important.   We are not entitled to expect companies to solve world problems of poverty, disease, the environment, conflict and human rights violations.   But we are entitled to expect that they should not aggravate these problems through what they do. We are entitled to expect that the manner in which they operate should help to diminish problems rather than create or increase them.

What then are companies responsible for?  What is their legitimate sphere of influence?  Any competent manager knows the answer.  They are responsible for a return to their shareholders, for the labour conditions in their direct labour force and in their supply chains, they are responsible for the impact of their operations on the physical environment, they are responsible for their impact on the communities where they operate.   

Companies are responsible for the health and safety of their employees; they have a responsibility not to put their lives at risk.   As the supply chains of supermarkets and consumer goods industries spread into a poverty-stricken developing world they meet discrimination, exploitative child labour, forced labour, and sweatshops.  The extractive industries may destroy established agricultural practices and displace communities; in areas of violence they may rely on ill-disciplined state forces for their protection.  Without appropriate polices, without accepting their responsibility to avoid abuses, companies may well be involved in them. 

These things are today encapsulated under the generic heading of human rights.  And I believe no thinking person today would deny that companies have an inalienable responsibility for their impact on the human rights of their stakeholders.

And let’s be absolutely clear, these corporate responsibilities in no way diminish or derogate from the human rights responsibilities of governments: these responsibilities exist under democracies or dictatorships.    They exist as responsibilities whether or not legislation exists.

Moreover these responsibilities are today accepted in practice by an increasing number of major companies which explicitly acknowledge their human rights responsibilities. At the last count these numbered nearly 80, including some of the largest in the world, basing their policies on the Universal Declaration of Human Rights (UDHR) to which I will come in a moment.

These are the direct responsibilities of companies. But there is a further consideration.    

Companies today operate in situations of conflict and human rights violations – in Sudan, Nigeria, Colombia, Zimbabwe, China, Burma - the list is long.  Their activities give economic support to the government.  Their presence gives moral support.   An increasingly critical world questions the role of companies in such situations.   A company cannot and should not attempt to interfere with domestic politics, but if it is silent in the context of human rights violations which are in contravention of international standards which that country has signed up to, then it is understandable if the world deems that company complicit in the situation for the sake of profit.  The world passed judgement on Shell in Nigeria in 1995, shattering the reputation of one of the world’s great companies.  You have to make your own judgement.  Just as we in this country have to make up our minds whether an English cricket team going to Zimbabwe gives moral support to that regime and is therefore complicit in it.

What then is ‘good behaviour’?  What are appropriate standards?  

There is today a multiplicity of initiatives embodying standards of behaviour: the  OECD Guidelines, the UN Global Compact, the Sullivan Principles, all enjoining voluntary adherence to a set of standards concerning labour conditions, the physical environment and human rights.

All of these are based on an internationally agreed framework of standards setting out the expectations of society. This comprises the UDHR and its subsequent conventions, the Convention on the Rights of the Child and the core International Labour Organisation conventions.  It is these that provide the standards on which leading companies today base their own principles of behaviour. 

But these are complex documents and it would be helpful to companies to have them distilled into a single set of principles – a set of principles which companies can use as a basis for their own policies, principles which can be visible to investors and other stakeholders, and, most importantly, visible to the market which can then judge and use its influence on non-financial behaviour.  The recently developed United Nations human rights Norms for companies provide such a distillation. They are potentially of great value to the corporate world and to all of us.  Unfortunately the language of the Norms can in part be misinterpreted – perhaps wilfully by opponents - and clauses about monitoring and sanctions were belatedly added to the core principles.  It is sad that the USCIB and ICC should have seized upon these aspects and so much misjudged the interests of their members that they oppose the totality and are attempting to throw out the baby with the bathwater.  One can only hope that those who are now involved in determining the future of the Norms will approach the issue in more reasoned fashion.  There is no doubt that they point a way ahead. 

Let me reiterate.  Companies demonstrably have their own human rights responsibilities.  There are internationally agreed standards for their implementation.  How should such implementation be encouraged or enforced?

The motion before us suggests that only national governments have a role to play in the enforcement of human rights. And it is indeed highly desirable that all national governments should translate international human rights law into their domestic legislation, thus also embracing companies. But this is an unlikely scenario and would not solve the problem of a fast-moving and rapidly changing transnational activity which can shift its legal domicile and ownership at will.  For this an international regulatory framework will be required, but such an arrangement would depend on international treaties and unfortunately lies in the more distant future.

Can we then expect companies themselves to enforce their own human rights responsibilities?  This would clearly be preferable.  But we have to recognise that while a small, but growing, number do this, the great majority do not.  We have also to recognise that history shows that companies have never voluntarily improved the conditions of any stakeholder other than the shareholder.  It has been

reputational disaster and external pressure, not management initiative, which has stimulated a positive response to the protection of the workforce, of the environment or of human rights. We therefore need to make the market work, to help it measure good behaviour in non-financial issues, just as it measures financial issues.  For this it needs information, which means a need for companies to report on how they perform in these areas.  We cannot legislate for virtue, but we can legislate for disclosure.  We can also set out clear principles against which the behaviour of companies can be measured.   Disclosure of behaviour and an accepted set of principles are the minimum required for companies to begin to climb the mountain of distrust which faces them.  They are the minimum required for investors and us the public to be able to measure the rate of climb.

Before I end, let me make one further point.  There is a moral case for applying society’s values to company operations.  In other words a case for doing right not because the law enforces it, not because you can make money by it, but because it is right.  If the corporate world has no sense of moral responsibility or moral liability for its actions; if it responds only to the law or the stimulus of profit, I cannot see how business will win back public trust or attract the intellect and idealism of our brightest young people without which it will not flourish.   Capitalism to be sustainable needs a moral base. We need a new paradigm of business – a recognition of the company as the servant of society, providing goods and services profitably and responsibly, not as the generator of cash for shareholders which is the prevailing philosophy.  We need an ICC and USCIB as the guardians of a business Hippocratic Oath instead of representing the lowest common denominator of corporate attitudes as they do now and remaining silent in the face of all abuses

But these are for the present utopian dreams. 

How then in the meantime do we help the good and restrain the bad?  As I have already suggested, by a mixture of market forces and the law.  

We need both the law and companies to enforce human rights. 

We need to fight for a set of principles such as is incorporated in the Norms, which lack legal force, but give the market a visible measure of non-financial behaviour by which it can compare the performance of companies and which impose a normative pressure on corporate behaviour.

We need to fight for mandatory reporting of environmental and social impacts in the forthcoming reform of company law in this country.  If we believe in the market, we must give the market the data it needs to work. 

But for the immediate present we need to reject this motion.
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