Karl Schlecht Foundation (KSG)
Foundation Global Values Alliance
World Ethos Institute Beijing (WEIB), PKU
Institute for Advanced Humanistic Studies (IAHS) PKU

The Role of Business Ethicists

in a World of Cultural Pluralism
Prof. Dr. Dr. h.c. Klaus M. Leisinger

President, Foundation Global Values Alliance

CRIX o
B XA % AR P 645 A

oo e Me ¥ F 45 RAA £ Hax
IR, AHMEBRE LS

2014 Dialogue on Confucian Entrepreneurs
Peking University
Institute for Advanced Humanistic Studies (IAHS)
May 12, 2014






Karl Schlecht Foundation (KSG)
Foundation Global Values Alliance
World Ethos Institute Beijing (WEIB), PKU
Institute for Advanced Humanistic Studies (IAHS) PKU

The Role of Business Ethicists

in a World of Cultural Pluralism
Prof. Dr. Dr. h.c. Klaus M. Leisinger

President, Foundation Global Values Alliance

S BT eMe R F A% RAM & Ak
EF, ARMEREEES

2014 Dialogue on Confucian Entrepreneurs
Peking University
Institute for Advanced Humanistic Studies (IAHS)
May 12, 2014






Prof. Dr. Dr. h.c. Klaus M. Leisinger Foundation

President
Global Values
Alliance

SchonbeinstralRe 23

4056 Basel / Switzerland

Phone +41 612631312

Fax +41 612631313
klaus.leisinger@globalvaluesalliance.ch

The Role of Business Ethicists in a World of Cultural Pluralism
Peking, May 2014

Abstract

Different ethical theories and moral traditions provide different answers to normative
questions. Over the past 25 years, enlightened individuals and institutions worked hard
and were successful in finding a common moral ground: People all over the world —
regardless of their religious affiliations and cultural backgrounds —agree on a
substantial number of values. While the focus on normative commonalities is precious
and a welcome basis for a constructive dialogue among cultures, the application of the
moral norms and principles to specific contexts in diverse cultural settings necessitates
more than general agreement. Michael Walzer’s differentiation into ,thin“ and ,thick”
meanings of moral terms shows the direction in which the intercultural business ethics
discourse should go. Especially internationally active companies have to find a way to
be ,at home” in a specific host country and respect its traditional wisdom, but also
adhere to internationally accepted norms. The role of business ethicists should be to
help define a , corridor” of responsible practices that are embedded in a specific culture
and remain internationally acceptable. To change the business world for the better
business ethicists will have to leave the academic ivory tower and assist corporate
management to improve the moral quality of solutions for complex problems.
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Introduction

For the greatest part of my professional life I have been working in corporations in
positions with a high responsibility for employees, financial and other resources,
customers and the common good. At the same time, I was engaged for more than 30
years in research and teaching business ethics and corporate responsibility. In both
spheres of my professional engagement [ was frequently involved in debates on matters
of ethical importance with representatives of civil society organizations, churches and
academia, as well as with institutions of the United Nations system. Many of these
debates were highly controversial. There were not, in fact, morally superior people on
the one side and morally inferior people on the other. The controversy was a result of
different worldviews, value premises and different criteria for what would constitute
“good” and “fair” behavior in a certain situation and what would constitute malpractice.

Many of the issues that rank high on the agenda of business ethicists today are “old” in
substance: unfair labor standards, environmental sins, corruption or discrimination.
Those issues gathered new importance and momentum in the context of globalization.
The complex economic, social, ecological and political processes associated with
globalization have significant positive, but also a number of negative ramifications.
Globalization has opened up great economic opportunities and, as a result, progress in
poverty reduction has been made. Since many economic benefits of globalization are
unevenly distributed, however, major inequalities persist. “Modern” lifestyles, resource
use and consumption patterns are threatening to surpass the Earth’s carrying capacity.
Increased human activity and emissions strain the planetary absorption capacity -
climate change being one of the consequences. Persistent inequalities and struggles over
scarce resources are counted among the key causes of conflict, instability and violence,
which in turn are key obstacles to achieve sustainable human development. The United
Nations emphasized that the central challenge of the post-2015 development agenda is
to ensure that globalization becomes a positive force for all our peoples of present and
future generations.!

Some of the barriers to inclusive, people-centered, sustainable development have their
roots in a national as well as an international deficit of good governance and
accountability. Examples include the failure to create and implement an independent
and efficient judicial system entrusted with the enforcement of laws that ensure public
welfare, but also hidden protectionism as well as unfair trade and finance regimes. Other
obstacles include an unfavorable endowment with natural resources, adverse climatic
conditions, and high population pressure. Again others are rooted in a lack of good
corporate governance and an absence of corporate responsibility if not deliberate,
unscrupulous malpractice. It is in this second category where business ethicists are
expected to contribute to a better state of affairs.

1 UN System Task Team on the Post-2015 UN Development Agenda: Realizing the Future We Want for All. New York
June 2012.



New Challenges for Business Ethicists

Some basics and my personal axiomatic assumptions

Business ethics is the study of the moral quality of business activities and decisions by
applying scientific methods. It strives to find criteria to classify human and institutional
business behavior as beneficial not only in economic performance terms, but also, or
predominantly, in ethical performance terms. And it evaluates the means and processes
by which to achieve those performance goals. Thus, the purpose of business ethics is to
find material (“what?”) and procedural (“how?”) norms that a company voluntarily and
verifiably applies with the aim to gain and maintain their moral license to operate.
Ethical reflection also helps to find a balance between the profit motive and wider social
welfare considerations. It can help to manage upcoming dilemma and moral conflict
situations. As many sorts of morally questionable behavior conform to legality in some
countries or are not explicitly covered by law, business ethics aims higher than legal
compliance: Also (if not particularly) in business ethics the old Kantian differentiation in
morality (incited by a person’s normative conviction) and legality (advocated by
prudence) is of paramount importance.

Ethics and morals both address “right” and “wrong” conduct. Morals describe the
principles of conduct, customs, practices and written as well as unwritten rules that are
considered to be in line with what is judged to be “the right thing to do” by a group of
people at a given time in a specific societal and cultural context. As different cultures
have differing criteria according which human conduct ought to be judged as “good” we
find a great number of mores. Differences between them are a priori just “differences”
without the appropriation of moral inferiority or superiority.

Ethics is a branch of philosophy that involves systematizing, defending and
recommending concepts of right and wrong conduct, often addressing disputes of moral
diversity. The result is no longer what people in a given society or cultural setting feel to
be right, what national law or a specific religion prescribe. Ethical analysis reflects and
judges a given morality by referring to well-founded and consistent standard of right
and wrong. These standards form the basis for respective normative obligations. Ethics
prescribe what human beings ought to do in the light of absolute rights (e.g. the right to
life), human obligations (e.g. to treat human beings humanely and respect their
inalienable dignity) as well as global values (e.g. fairness) and esteemed virtues (e.g.
truthfulness, compassion).

The new landscape for ethical reflection and the role of the ethicist

The role of the business ethicist should to a significant extent be different from that of
his colleagues teaching general moral philosophy. It is true that by reading textbooks
and attending lecture series in moral philosophy, every intellectually gifted and
philosophically interested human being can find inspiration to reflect on his own moral
beliefs. Moral self-reflection can create awareness about one’s personal potential for
improvement. Moral reasoning also acts as a catalyst to address moral issues and
dilemma. As Albert Schweitzer once stated, ethical reflection always results in an
elevation and stimulation of one’s ethical disposition (ethos). But that alone may not be
sufficient to effectively change the ethical quality of business interactions. The critical
reflection of traditional philosophical schools of thought - and there are many - cannot
bridge the gap between ethical theory and business practice. An exclusively academic

3



moral philosophy of business practices does not help integer managers to improve the
ethical quality of their decisions, as it

* does not reach the level of concrete practical business problems;

* does help to bridge the gap between the theoretically ideal state of affair and the
concrete complexity of business in a competitive surrounding that is far from ideal;

* does not indicate ways and means to bridge the gap between good managerial moral
judgment and the possibilities of coherent acting;

* nurtures the illusions that there is always a positive outcome of virtuous behavior
and business success: by far not always is there a short- or medium-term “business
case” of ethical decision-making.

* And it does not consider the cultural and societal context within which the result of
ethical reflection should become effective.

Karl Marx’s 11t “thesis on Feuerbach” describes my desideratum for business ethics:
“Philosophers have hitherto only interpreted the world in various ways; the point is to
change it.“ With other words: Business Ethics must not only endeavor to identify
malpractice in the light of ethical norms, but also help to initiate and nurture changes in
managerial decision-making that result in solutions of a higher moral quality. It must
therefore start with the analysis of concrete practical problems, do research with the
objective to help develop solutions and give impulses on how to solve existing dilemma.
Applied ethics like business ethics considers three different dimensions of a process
striving to improve the ethical quality of human and corporate actions in the context of
business activities:

* The “ought to” dimension, i.e. teaching the normative obligations derived from the
different philosophical schools of thought and describing what human beings ought
to do in the light of these insights - observance of the “Golden Rule” is certainly the
most prominent in this category;

* The “want to” dimension, i.e. analyzing why most people sometimes fail to act
morally despite better knowledge?;

* The “can” dimension, i.e. examine external constraints that prevent decision makers
from following an ethical course despite their personal willingness.

Just as [ would not expect from legal advisors to tell me the limits of law and what is
therefore impossible, I would not expect from business ethicists to tell me what is
immoral. I work on the assumption that the moral Gaussian distribution is
approximately the same among all members of society. I refuse to accept stereotypes
such as the “greedy”, “dishonest” and “disrespectful”3 businessperson. I find them
irresponsible and unethical. [ assume that an unprejudiced analysis would come up with
a similar distribution of “saints” and “villains” on the Gauss curve of all other professions
and all other walks of life.

2 See Gellerman S.W.: Why ‘good'managers make bad ethical choices. In: Harvard Business Review July-August
1986, pp. 85 - 90;

3 See, e.g, Laufer Green [saac (2004): Hidden Agendas: Stereotypes and Cultural Barriers to Corporate-Community
Partnerships; and Linda Merieau: The Human Factor: Addressing United Nations Staff Perceptions of the Business
Community when forming Cross-Sector Partnerships. In: Journal of Corporate Citizenship Issue 31 (autumn 2008)
pp. 23 ft.
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In a reasonable division of labor and responsibilities, business managers have different
tasks, duties and rights than, e.g., academia, churches or political parties. The business of
business has not much changed since what Milton Friedman proclaimed more than 50
years ago: it must its resources and engage in activities to make profits so long as it stays
within the rules of the game, which is to say, engages in open and free competition
without deception or fraud.* The business of business still is business - but “the rules of
the game” have changed significantly since Friedman’s publication. Today’s minimal
corporate ethical standard is to create value in the context of the corporate core
competence while adhering to internationally accepted norms. Profits, as understood
today also by enlightened managers, are sustained proceeds from corporate activities
pursued in a responsible way.

Sustained earnings can only be realized when a company uses its resources in an
economically prudent, socially responsible, environmentally sustainable, and politically
acceptable way - in other words, in a manner that ensures the prospering of a company
along with the public good. Profits are not an isolated corporate objective, but
understood as the aggregate indicator that a company is successful in a comprehensive
sense and over time; profitability is embedded in the corporate human rights, social,
ecological, and anti-corruption performance. Successfully competing with integrity
means that businesses

* Create productive and fairly remunerated jobs;

* Develop, produce and offer products and services that meet customers” needs;

* Enhance technical progress to create new or more effective and efficient solutions to
unsolved problems;

* Pay taxes and contributions to pension funds and insurances;

* Do investments, triggering business and income in the supply chain, and

* Train employees to increase their qualification - and if they leave the company -
their employability, AND

* Assure a return on capital invested that is commensurate to remunerate investors
for the capital they make available, the risks they take and the future investments
they plan.

Agreed, economic activities are not ends in themselves; they must serve society and its
members - but one should not make the mistake to underappreciate the societal value
of normal and upright business and take it as “granted”.

Beyond the “hands of law” as custodians of the common good and in addition to the
normative considerations brought in by business ethicists, there is a third trustee of the
common weal, i.e. the entirety of stakeholders in a given society. The expectations of
business stakeholders in modern societies are getting more diverse and certainly more
sophisticated. And there is one additional factor that makes international business more
complex: Different cultures result in differences in the ,collective programming of the
mind, that distinguishes the members of one group or category of people from another

4 Friedman M. (2002): Capitalism and Freedom. (Fortieth Anniversary Edition) Chicago/London University of
Chicago Press, p. 133.
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... The ,mind“ stands for the head, heart, and hands - that is thinking, feeling, and acting,
with consequences for beliefs, attitudes, and skills (... as well as...) systems of values.“>

So, globalization comes with the baggage of a number of new challenges for responsible
business; business ethicists are expected to bring in their knowledge and skills to help
managers compete with integrity to develop an inter-culturally acceptable corporate
responsibility approach.

Cultural diversity adds complexity to business ethics and corporate responsibility
efforts

The full implementation of today’s state of the art corporate responsibility
commitments expected by the international community is quite a task. To work in full
compliance with, e.g., the principles of the UN Global Compact, significant training from
the Board level through to the line management is essential - and this on a corporate-
wide level. Competing with integrity does entail additional investments (e.g. in
ecological precautionary measures and social endeavors) and may imply the exclusion
of some low-cost suppliers due to human rights related concerns or insufficient social
and environmental standards. For enlightened corporate leaders, this will not pose an
insurmountable problem; they are likely to accept the extra cost to be paid in favor of
the legitimacy and sustainability of their business. However even then managers of
international corporations are confronted with additional complex issues:

» Different political, social and economic conditions. To cope with these, it might
be necessary to introduce differential pricing systems, build different kinds of
customer relations than at home and develop adjusted business models. Capable
mangers can handle this.

» Different law systems and legal requirements. There are differences between
Anglo-Saxon “common law*“ and Continental European codified law that may pose an
issue once in a while; but this is not the main issue at stake: What really matters here
are the sometimes substantial differences in law quality and substance between
some emerging countries and OECD countries. “Good” companies cannot hide behind
“bad” laws; wise managers will therefore apply the precautionary principle. They
will not exclusively rely on local legality, but strive for international legitimacy and
live up to the spirit of international norms, such as those the UN Global Compact
refers to.

By far the most challenging managerial task in today’s international business, however,
is the handling of

* Different normative imperatives due to cultural diversity. Judgment on the
‘good’ or ‘bad’ of certain aspects of corporate or individual conduct depends on the
respective school of moral thought and socio-cultural tradition observed in a given
context. Certain values and attitudes of one culture are not necessarily appreciated
in another.

Human beings tend to perceive the world around them through the lens of personal
upbringing, collective cultural socialization, formative experiences, peer’s judgments
and other factors. Together, these factors determine the way human beings construct

5 Hofstede G. (2001): Culture’s Consequences. 2nd edition (Sage Publication) London, p. 9 f.
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‘reality’. This reality is a personal perception rather than an objective representation
of external facts and issues; it is the subjective result of the assimilation,
accommodation and adaptation processes people go through in life.

Complex issues, so we know, deserve more than self-referential simplifications, and yet
we seldom apply this knowledge consistently in practice. When faced with issues that
are dealt with differently in the home than in the host country, managers from one
culture are likely to use their own culturally determined value systems as the standard
against which to measure the conduct of members of the other culture - or they adopt
the norms of the other culture.” For the transcultural interpretation of a corporate
responsibility concept there is no one and only correct solution: “unambiguous solutions
work for simple systems and simple problems only.”8 Systems of “organized
complexity”, however, “evade our attempts to generate simple and clear-cut answers.
These systems call for interdisciplinary approaches, for open inquiries that enable
investigators to escape the confinements of a specific discipline and to become aware of
aspects that are necessary to satisfyingly solve the problem.”®

Any social, political and economic science - and thus also business ethics - must be
driven by the search for truth and be as free as possible from personal values and the
vested interests of the researcher - and yet, it is practically impossible to rule bias out.
Unlike in natural science, where a result is determined to be ‘right’ or ‘wrong’ by
mathematical deduction or experimental verification, conclusions derived from social
science and political analysis depend to a large extent on culturally determined personal
values and worldviews.

When “corporate responsibility” is discussed in Switzerland, Germany, in the United
States, or in India or China, or elsewhere, discussants implicitly refer to an economic,
social, environmental and human rights-related state of affairs that is considered to be
desirable from their specific cultural perspective. Managers - like all other people -
usually act as a result of their cultural upbringing. Paul Streeten once pointed out that no
one could be objective, pragmatic and idealistic all at the same time.10 ‘Disinterested’
social and political sciences do not exist - neither does a disinterested business ethics or
corporate responsibility discourse. A view presupposes a viewpoint; the cognitive
interest is determined by the view of the world, by valuations and axiomatic
assumptions - and that view is culturally determined.

6 This, in a nutshell, is the crux of the plurality of constructivist philosophies and sciences. For a survey see Riegler
A.: “Editorial. The Constructivist Challenge.” In: Constructivist Foundation, Vol. 1, No. 1, Brussels 2005, pp. 1-8; for
details see Watzlawick P. (Ed.): The Invented Reality: How do we know what we believe we know? W.W. Norton,
New York 1984; von Glasersfeld E.: Radical Constructivism. A Way of Knowing and Learning. Falmer Press, London
1995; Maturana H. and F. Vaerla: Autopoiesis and Cognition. Reidel, Boston 1979; von Foerster H.: Understanding
understanding. Springer, New York 2003.

7 Resick C.j. et alia: What Ethical Leadership Means to me: Asian, American, and European Perspectives. In. Journal
of Business Ethics. Vol. 101 (2011) pp.452.

8 Riegler A.: “Editorial. The Constructivist Challenge.” In: Constructivist Foundation, Vol. 1, No. 1, Brussels 2005, pp.
1.

9 Ibid.

10 Streeten P.. “Vorwort.” In: Myrdal G.: Das Wertproblem in der Sozialwissenschaft. 2nd edition, Verlag Neue
Gesellschaft, Bonn 1975, p. 13.
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The cultural context determines what the analysts look for and see, how they define the
problem and, therefore, implicitly, what solution of a problem they come up with.
Participants from different cultures may use the same technical and normative terms,
but due to their different notion of these terms they come up with different judgments.
This, by the way, is by no means true for people living in different countries only -
similar differences of judgment exist within individual countries, e.g., between city
dwellers and rural people living, between young people in the modern sector and old
people in mountainous regions. Significant judgmental differences (e.g. on the scope and
content of corporate responsibility) exist even between students of business
administration, sociology or ethnology at one and the same university.!!

The cultural reputation challenge

For international business enterprises, cultural pluralism and its consequences create a
complex challenge: On the one hand, a company that wants to be successful in a
particular market has to understand the needs of its customers and their expectations in
order to serve them best and eventually gain their trust by competing with integrity.
International corporations must therefore become part of all the local cultures and
societies they are engaged in.

On the other hand, the success of an internationally active company is not only judged in
economic terms by financial analysts, and not only by authorities, media, and civil
society in the host country. International corporations must be part of many local
cultures - but have only one brand to defend and one reputation to loose in the global
‘court of public opinion’. This ‘court’ has a ‘jury’ that is composed of members with
different nationalities. Due to their diverse culturally determined mental programming
they bring in the pluralism of their own values, interests and perspectives. Many of the
resulting judgments are different from those taught at business schools and
management seminars. As a result, even the most ambitious corporate responsibility
program, developed with the advice of the most gifted business ethicists and
implemented by the most ambitious management will never achieve unanimous
approval.

Corporate responsibility leaders are aware that there are fundamental values that are
not to be violated, regardless of what local law in a specific country allows for. Corporate
leadership is respectful of cultural pluralism. They are therefore sensitive to differences
in values, attitudes, and behaviors. In the final analysis, all these characteristics shape
the expectations of their customers, the market and therefore determine success. But
contrary to philosophers, anthropologists and experts in culture who can concentrate on
the reflection of cultural differences, business managers will have to come to a decision
on how such differences ought to be dealt with in a given situation - and they will have
to live with the fact that not all stakeholders on a local and global scale can be pleased.

To be explicit: This discourse is not about elaborating whether or not a company should
abide by law - legality is a non-negotiable commandment. We are also not dedicating

11 Siehe hierzu die Arbeit des SCORE Teams am Institut fiir Soziologie der Universitit Basel:
http://soziologie.unibas.ch /fileadmin/soziologie /user_upload/redaktion/Dokumente/Corporate_Responsibilit
and_Sustainable_Development_2013_06_04.pdf




time to the discussion of exotic food preferences, culturally determined dress codes,
beliefs and superstitions, understanding of punctuality, use of the “left hand” or customs
and practices of a religious nature, nor anything else that falls into the private sphere of
expression. What we are concerned with here are potentially substantial differences
between local customs and international norms with ramifications for employees,
customers and representatives of authorities.

Examples of issues that ought to be dealt with bearing in mind the potential cultural
sensitivity include the exchange of favors and gifts, labor and remuneration standards as
well as any practices relevant to international human rights standards.

What exactly are fair salaries? Which standards of reference should the management
take as a benchmark for comparison? Of course, a company must pay a living wage -
but beyond that? Can today’s social and economic standards of, let us say
Switzerland or Germany, serve as an appropriate reference point? Probably not. But
then, what are relevant benchmarks? How much should a company pay in salary and
social benefits in order not to be labeled as “exploitative” and yet not price itself out
of the market?

How should a serious and considerate management decide about the legitimacy of a
gift given to a respectable person in a society that practices gift giving as an
expression of good manners and respect for the recipient?!? Most international
companies have subsidiaries also in the US and the UK and therefore are expected to
comply globally with the US Foreign Corrupt Practices Act or the British Bribery
Act, both of which have a restrictive interpretation of what a an acceptable gift
could be. Is the insistence on a US-American perspective on a business
interaction in China cultural or moral imperialism? Or, seen through the
opposite lens, is disregarding normative imperatives of an Anglo-Saxon origin
moral relativism?

After the official acceptance of the UN Guiding Principles on Business and
Human Rights!3, new issues gain importance: How should one define human
rights related corporate responsibilities with regard to the “economic, social
and cultural” dimensions of the human rights? When judging a pharmaceutical
company defending their intellectual property rights, how can you reconcile
Article 17 (according to which “everyone has the right to own property ... and
no one shall be arbitrarily deprived of his property”) with the spirit of Article
25 (according to which “everyone has the right to a standard of living adequate
for the health and well-being of himself and of his family, including, amongst
others, medical care”)?

Other highly sensitive issues can arise in the context of standards accepted in
modern societies but incompatible with a number of traditional standards. While
same-sex partnerships are seen as a human right and have legal support in many
western countries, they are not tolerated in a number of other countries. Should a

12

13

“Guanxi” e.g. represents a Confucian concept due to which a close relationship between people involves an
exchange of reciprocal mutually beneficial favors (incl. gifts, information, opening up of business relationships).
The cultivation of good business relations may necessitate gifts which in a Western cultural setting may be
perceived to be bribes. See Millington A. / Eberhardt M. / Wilkinson B.: Gift Giving, Guanxi and Illicit Payments in
Buyer-Supplier Relations in China: Analysing the Experience of UK Companies. In: Journal of Business Ethics Vol.
57 (2005), pp. 255 - 268;

http://www.ohchr.org/Documents/Publications/GuidingPrinciplesBusinessHR_EN.pdf
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company from a country, where same-sex couples enjoy the same insurance and
pension benefits as traditional marriages, apply this policy to every host country?
How should insurance and pension schemes be designed in communities where
polygamy is an accepted form of life?

The short answer to all these questions is: They cannot be answered by corporate
management alone; and they cannot be answered exclusively from a ‘Western’, or
‘Indian’, or ‘Chinese’ perspective. With the exception of some very basic universal
values, there is no single list of truths. The societal and cultural setting in which
we grow up, its specific contextual norms, attitudes and rites shape our normative
judgment. When it comes to moral imprint and value premises, we all carry our
particular socio-cultural rucksack. As a result, an international corporation cannot
‘transplant’ its headquarter codices and policies into its group in foreign countries,
nor can it “do in Rome as the Romans do” (AFEA, ru xiang sui su). The
‘transplantation’ will trigger a ‘rejection reaction’, while the uncritical adoption and
acceptance of attitudes and behaviors of a different culture might result in moral
relativism and lead to criticism elsewhere.

Intercultural stakeholder dialogues

Sustainable solutions of problems that arise due to cultural differences must be the
result of intercultural dialogue. Such dialogues must be respectful towards the
traditional wisdom of other cultures and fair to the stakeholders involved. Management
should be enabled and empowered to design a robust ‘corridor’ of corporate
responsibility policies and practices that are, on the one hand, embedded in a local
culture but, on the other, still compliant with the spirit of international norms. Business
ethicists can facilitate and enrich stakeholder dialogues and bring in their special
knowledge in the definition of such a corridor.

The first step of such a development and design process is the search for an intercultural
moral common ground, i.e., values and normative imperatives that are respected in all
cultures, recognized by all religions and at all times. Here one does not have to start
from scratch; there is a huge store of knowledge available. Endeavors to define binding
ethical norms for a enlightened self-interest driven way of living together in peace and
prosperity are available: Since the early 1990°s a number of studies, result of
commissions” work as well as the opus of eminent individuals such as Hans Kiing have
raised awareness about and drawn attention to the existence of universal norms, values
or principles:

* The “Declaration Toward a Global Ethic” and the body of thought of the
Global Ethic Foundation developed over more than two decades by Hans
Kiing!4, including the “Manifesto Global Economic Ethic”13,

e The “Common Framework for the Ethics of the 21st Century” developed by
UNESCO?e,

14 http://www.weltethos.org/index.php

15 Kiing H. / Leisinger K.M. / Wieland ].: Manifesto Global Economic Ethic. Consequences and Challenges for Global
Businesses. (dtv) Munich 2010;

16 http://unesdoc.unesco.org/images/0011/001176/117622e0.pdf
10



* The report of the World Commission on Culture and Development: “Our
Creative Diversity”1” and

e The report of the Commission on Global Governance: “Our Global
Neighborhood”.18

The common denominator of all of this work for a collaborative ethos is the desirability
that individual actors and institutions act according to the “Golden Rule” as well as
internalize and apply in their personal and professional life common values such as non-
violence, reverence for life, solidarity, fairness, justice (also in its inter-generational
meaning) truthfulness, tolerance, equality, sustainability, respect for human rights and
integrity.

Another important commonality of the work for global values is that human
development can no longer be perceived as ,... a single, uniform, linear path, for this
would inevitably eliminate cultural diversity and experimentation, and dangerously
limit humankind’s creative capacities in the face of a treasured past and an
unpredictable future.” 1° Last but not least there is a pronounced need for political and
corporate leadership, one ,,...made strong by vision, sustained by ethics, and revealed by
political courage that looks beyond the next elections” 20 - the corresponding equivalent
for business leaders would be "moral courage that looks beyond short term economic
results”.

While all of these documents conclude that there are shared values and common
normative imperatives, and while this is reason to celebrate - this consensus represents
only a first step. A general common ethical denominator like, e.g. “we treasure fairness”
is nice to read but does not represent by itself a human resource guideline of practical
relevance. Agreement to a general, abstract norm does not necessarily lead to agreement
when that norm is applied for the solution of a specific ethical issue in a specific
situation. Michael Walzer’s differentiation is most helpful in this respect:

,Moral terms have minimal and maximal meanings; we can standardly give
thin and thick account of them, and the two accounts are appropriate to
different contexts, serve different purposes.“?!

Reasonable people all over the world can easily agree that ,justice“, ,fairness®,
struthfulness®, or ,freedom” are all important values. But this agreement remains ,thin“
in the sense of abstract, general and out of context. Moral deliberations, so Michael
Walzer,

17 World Commission on Culture and Development: Our Creative Diversity. Paris, July 1996
(http://unesdoc.unesco.org/images/0010/001055/105586e.pdf)

18 Commission on Global Governance: Our Global Neighborhood (http://www.gdrc.org/u-gov/global-
neighbourhood/);

19 World Commission on Culture and Development: Our Creative Diversity. Paris, July 1996
(http://unesdoc.unesco.org/images/0010/001055/105586e.pdf) , p-7

20 World Commission on Culture and Development: Our Creative Diversity. Paris, July 1996
(http://unesdoc.unesco.org/images/0010/001055/105586e.pdf) , p-7

21 Walzer M.: Thick and Thin. Moral Argument at Home and Abroad. Notre Dame University Press 1994, p. 2;
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,ought to be done in a thick manner, accounting for the specificities of the
actual situation in which a decision has to be taken. The “thin” level of the
moral discourse propagates general terms and concepts like “justice”, “truth”
or “freedom” - the thick level necessitates a discourse about how to achieve a
desired good concretely, and this is much more difficult as people
acknowledge the concept but give “truth” or “justice” their own additional
meaning, derived from their own culture. The claim that we must all be
heading in the same direction since there is only one direction in which good-
hearted (or ideological correct) men and women can possibly march is an
example of philosophical high-mindedness. But it does not fit our moral
experience.”22

Individuals in a given cultural environment make their moral judgment on a specific
action in a specific situation on the background of their ,thick morality®. Their judgment
is embedded in their very specific individual experiences, values systems and socio-
cultural contexts - and this is perfectly fine. However, their judgments are subjectively
true and right, binding only to those who submit to them, not to everybody else. The
discourse to determine the corporate responsibility principles and standards for, e.g.,
fair labor or legitimate gifts and entertainment in a certain country, has to take into
consideration local values and norms and reflect those in the light of the respective
international norms. A moral concept that is accepted and internalized and therefore
becomes effective has to become ,thick®.

A serious and impartial analysis with the help of business ethicists will find three
categories of moral standards and behavioral patterns of interest in the context of
competing with integrity:

* Some are different but not morally inferior. Here a company is well advised to be
broadminded and tolerant of local traditions and perceptions. Respecting diversity is
a core ethical value. Examples can be found in the field of marketing and
advertisement but also with regard to gifts and entertainment customs about which
full transparency can be created.

* On the other side of the moral “Gauss-distribution” are moral standards and
behavioral patterns that are plainly unacceptable by international standards. In
this instance, a company must insist on zero-tolerance; examples are violation of
internationally proclaimed human rights as well as all forms of child work, forced or
compulsory work. Any respectable company can create a corporate culture in which
the dignity of human beings is respected - all it needs is the political will to do so and
managers who stand up for their values.

* Moral standards and behavioral patterns that are a related to the different stage of
socio-economic development. In this instance, an enlightened, precautionary
approach based on a case by case decision has to be taken; examples are in the
remuneration area and with regard to social benefit structures, and (to a limited
extent) with regard to the environmental protection beyond the locally requested
standard.

22 Walzer M.: Thick and Thin. Moral Argument at Home and Abroad. Notre Dame University Press 1994, p. 9;
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Of course, this sounds much easier than it is, because it involves transcultural judgment.
Moral questions are never easy to answer and culturally determined ethical problems
and moral ambiguity have no simple solutions. A prerequisite to deal with such issues in
an appropriate way are managers who respect culture and possess the ethical
‘musicality’ to find the middle path. Ideally, managers they should act under these
circumstances like situation ethicists: It is obvious that not every “good” end justifies all
means. Decision makers must focus on the consequences of their decisions in relation to
the goals aspired.

»What is to be done in any situation depends on the case, and the solution of
any moral issue is, therefore, quite relative. What is right is revealed in the
facts. But once the relative course is chosen, the obligation to pursue it is
absolute: The obligation is absolute, only the decision is relative, only the
how is relative not the why.” 23

The corporate values defined by Top Management in dialogue with relevant
stakeholders must be non-negotiable absolutes. The same is valid for the derived
corporate normative imperatives. The problem is that their implementation must be
adapted to a specific culture otherwise they are likely to be perceived as “imported and
imposed”. If that were so, standards will not be internalized and just complied with
superficially if and when controls are made.

Towards a two-dimensional approach to defining and implementing corporate
responsibility

In the context of globalization managers of home and host countries, ideally with the
advice of business ethicists and cultural experts must work together define a ,,corridor”
of responsible practices that are embedded in a specific culture andremain
internationally acceptable. The task is to formulate appropriate local ethical standards
in the light of the non-negotiable global values. To this end two separate steps will have
to be taken:

1. To align corporate values, codes of conducts as well as responsibility guidelines with
global core values and the normative imperatives derived from the moral common
ground developed by the “Declaration Toward a Global Ethic”, the “Manifesto Global
Economic Ethic”, the UNESCO report “Common Framework for the Ethics of the 21st
Century”, as well as the report “Our Creative Diversity”.

As the content of these reports are all “thin” moral concepts, companies will in a second
step have to

2. Contextualize them in the light of the specific cultural setting of a host country. While
the destination (metaphorically “Rome”) of the corporate responsibility journey, i.e.
the corporate core value and normative principles, are non-negotiable, the “road to
Rome” can be adapted to the specific context of different cultures.

Inter-culturally staffed teams should then evaluate what specific local culturally
determined customs and practices are most likely to collide with an international

23 Fletcher ].: Situation Ethics. The New Morality (Westminster John Knox Press) Louisville,S.143f
13



perception of responsible conduct - and look for solutions to both sides of the coin. The
constructive use of available managerial moral free-space?4in combination with moral
imagination?s is likely to allow for new dimensions of leadership.

Realistically this will be seen as an additional burden by a majority of managers. They
are already 100% engaged to satisfy their customers and deliver good business results.
But then, the importance of emerging countries like China, India, or others is likely to
grow not only in economic terms but also with regard to their normative shaping power.
The time when a few Western industrial countries were able to determine what is right
for the rest of the world has come to an end. A “clash of cultures” in the normative
sphere of doing business is not likely to result in a doomsday “clash of civilizations”26
scenario, but it can create frictions, challenge mutual trust and therefore make
international economic cooperation more difficult. That, however, would be a waste of
scarce resources that could be invested in a peaceful, mutually beneficial sustainable
global development.

Where do we go from here?

[ am aware that only a small minority of internationally engaged companies invests the
necessary resources to find transculturally sustainable solutions. I also suspect that not
too many business ethicists are eager to get involved with corporate policies, codes and
guidelines, out of fear that their peers in the philosophy department might presume
conflict of interest. But both attitudes are not helpful to realize a Future We Want for All.
To work by trial and error is associated with unnecessary frictions and cultural
misunderstandings - just about the opposite of what is needed if globalization is to
become more people-friendly and sustainable.

What was proposed in 1996 by Thomas Donaldson in his sagacious article “Values in
Tension: Ethics away from Home” in the Harvard Business Review is still valid today and
ought to be brought back to the attention of business managers and ethicists alike:2” To
be able to manage culturally determined conflicts and tensions, international
enterprises must first of all create a corporate culture that rewards ethical behavior.
This brings us to an insight that Edward Freeman formulated as follows:

* It makes no sense to talk about business without talking about ethics!

» It makes no sense to talk about ethics without talking about business!

» It makes no sense to talk about either business or ethics without talking
about human beings!?8

The old focus on leaders mind-set and personality gains new importance: All aspects of
values management (code of conduct, corporate responsibility guidelines, bonus
and promotion systems that integrate moral parameters, compliance management,

24 Donaldson Th. / Dunfee Th.W.: Ties that Bind: A Social Contracts Approach to Business Ethics. Harvard Business
School Press, 1999

25 Werhane P. H. / Moriarty B.: Moral Imagination and Management Decision Making. Business Roundtable Institute
for Corporate Ethics 2009 http://www.corporate-ethics.org/pdf/moral_imagination.pdf

26 Huntington S.: The Clash of Civilizations and the Remaking of World Order. (Simon & Schuster, New York 1996.
27 Donaldson Th.: Values in Tension: Ethics Away from Home. HBR September-October 1996, pp. 48 - 62;
28 Freeman R.E. et alia: Stakeholder Theory. The State of the Art. Cambridge University Press, Cambridge 2011, S.7.
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etc.) are important to make it plain what the expected standards of individual
conduct in the company are. But no company acts only as an abstract legal
institution. Corporate actions are brought out always through the many different
individual human beings working at different levels of the hierarchy. One cannot
separate irresponsible corporate conduct of executives from the persons
responsible for setting the framework in which those executives have to work.
Neither responsible corporate conduct nor corporate misconduct “falls from
heaven.” They are the result of individual decisions. The ultimate decision on a
specific action or omission is always an individual moral decision — and such
decisions are always a consequence of top management’s value mind-set and their
leadership styles.

As sensitivity and “ethical musicality” are so important to deal proactively with issues of
cultural diversity, the selection of personalities for top management positions must be
morally enriched and transcend conventional competencies. Corporate leadership
profiles will also in future contain a high cognitive intelligence (IQ) and appropriate
technical intelligence to master the particular challenges of particular businesses, to
understand issues of strategic importance, and to run a complex organization. On top of
this, corporate leaders are expected to be equipped with the emotional and social
intelligence to perceive, assess, and manage their own emotions and those of the people
they work with. They also should have social competence to get along with people
regardless of social class or hierarchical rank. Last but not least, ideal leaders are
blessed with cultural and moral intelligence - that is, the mental capacity to determine
how universal normative principles should be applied to their personal values, goals,
and actions - as well as moral competence to practice what they know are the right
things to do in different cultural settings.

In times of globalization more than ever before must management development
endeavors be enriched by teaching and learning contents that help managers to spot
intolerable practices regardless of cultural affiliation and to exercise good judgment
when ethical conflicts arise.
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