


The Global Economic Ethic Manifesto:

Implementing a Moral Values Foundation

in the Multinational Enterprise
Thomas A. Hemphill

Waheeda Lillevik

ABSTRACT. The Global Economic Ethic Manifesto

(‘‘Manifesto’’) is a moral framework/code of conduct

which is both interactive and interdependent with the

economic function of the main institutions of the eco-

nomic system: markets, governments, civil society, and

supranational organizations, which lays out a common

fundamental vision of what is legitimate, just, and fair in

economic activities. The Manifesto includes five uni-

versally accepted principles and values: the principle of

humanity; the basic values of non-violence and respect

for life; the basic values of justice and humanity; the

basic values of honesty and tolerance; and the basic

values of mutual esteem and partnership. We posit that

the Manifesto provides an ethical foundation for

explicitly assisting multinational enterprise’s (‘‘MNE’’)

executive management and boards of directors to meet

the moral failures criticisms associated with the expan-

sion of global capitalism, and similarly how the U.N.

Global Compact (‘‘Compact’’) is focused on addressing

complimentary market and institutional failures. In this

article, we argue how the Compact and the Manifesto

complement each other, explaining how the policies and

guidelines of the Compact can now be implemented at

the organizational/individual level through a compre-

hensive human resource management (HRM) plan

supporting the ethical framework of the Manifesto.

Finally, we have described how the Manifesto completes

a comprehensive managerial framework (consisting of

both the Compact and the Manifesto) for what we term

an ‘‘MNE Moral Values-Based Corporate Governance

Model.’’ Ultimately, further research is needed in

understanding how much impact external and internal

influences make on creating a sustainable ethical culture

in MNEs.
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On October 6, 2009, a new Manifesto for a ‘‘Global

Economic Ethic – Consequences for Global Busi-

nesses’’ was unveiled during a business ethics sym-

posium held at United Nations headquarters in New

York City. The Global Economic Ethic Manifesto

(hereafter ‘‘Manifesto’’) is a self-regulatory moral

framework/code of conduct1 ‘‘which is both inter-

active and interdependent with the economic

function of the main institutions of the economic

system: markets, governments, civil society, and

supranational organizations’’ (Kung, 2009a). Kung

(2009a) lays out a ‘‘common fundamental vision of

what is legitimate, just and fair in economic activities

(United Nations Headquarters, 2009).’’ Composed

by a working committee of the Swiss-based Global

Ethic Foundation, the Manifesto had as its initial

signatories: Michael Camdessus, Gouverneur hon-

oraire de la Banque de France; Hans Kung, Presi-

dent, Global Ethic Foundation; Mary Robinson,

former President of Ireland and U.N. Human Rights

Commissioner, and President, Realizing Rights:

The Ethical Globalization Initiative; Jeffery Sachs,

Director, the Earth Institute, Columbia University;

and Desmond Tutu, Archbishop emeritus and Nobel

Peace Prize Laureate. The Manifesto is open to

individual signatories globally who commit to ‘‘being

led by its letter and its spirit in their day-to-day eco-

nomic decisions, actions and general behavior’’

(United Nations Headquarters, 2009).

The call for an ethical framework for the global

financial markets and global economics has loudly

been heard from many sides worldwide since the

beginning of the current crisis, said Professor Kung.

This new Declaration on a Global Economic Ethic

reminds all stakeholders in global businesses of

their individual responsibilities for humanizing the
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functioning of the global economy: globalization needs

a Global Ethic. (United Nations Global Compact

Office, 2009)

The Manifesto is built upon the Declaration

Toward a Global Ethic (hereafter ‘‘Declaration’’), an

earlier manifesto developed in 1993 by the Council

of the Parliament of the World’s Religions at their

world meeting in Chicago, IL, that establishes

‘‘a minimal fundamental consensus concerning

binding values, irrevocable standards, and funda-

mental moral attitudes’’ (Parliament of the World’s

Religions, 1993).2 Based on the Declaration’s ante-

cedents, the Manifesto includes five universally

accepted principles and values: the principle of

humanity; the basic values of non-violence and

respect for life; the basic values of justice and

humanity; the basic values of honesty and tolerance;

and the basic values of mutual esteem and partnership

(UnitedNationsHeadquarters, 2009). ProfessorKlaus

Leisinger, Chief Executive Officer of the Novartis

Foundation, an organization that co-sponsors the

Manifesto, in the following statement recognizes the

limits of the organizational form and the crucial

importance of the moral individual (and managerial

decision-maker) in the social systems encompassing

firms and their environments:

No company acts only as an abstract legal institution,

but always through the many different people working

at different levels of the hierarchy. This is the reason

why social systems such as companies per se can only

be moral or immoral to a limited extent; morality – or

lack of morality – is introduced to a social system by

the people, their values and level of integrity. (United

Nations Headquarters, 2009)3

The late Dunning (2001, pp. 18–19), a renowned

international business scholar, utilized a systemic

approach to ‘‘the organization and governance of

international economic activity’’ that includes ‘‘four

key institutions of capitalism’’: markets, intermediate

associations, i.e., non-profit organizations (NPOs)

and non-government organizations (NGOs), gov-

ernments, and supra-national entities, i.e., a formally

constituted regional body, such as the European

Union (EU), or an advisory institution, such as the

United Nations Conference on Trade and Devel-

opment (UNCTAD). Moreover, Dunning (2001,

p. 19) recognizes the critical importance of the social

and moral order to the sustainability of global capi-

talism, and by extension the multinational enterprise

(MNE), characterizing it as an overarching ‘‘moral

framework’’ that seriously affects the conduct and

performance of these four key institutions. Dunning

(2001, p. 17) further identified both economic, so-

cial, cultural, and behavioral benefits, as well as

economic and non-economic costs, disseminated

through the expansion of global capitalism. Ger-

man–Swiss theologian Kung (2003, 2009a) simplifies

Dunning’s systemic view of the global institutions of

capitalism and overarching moral framework, and

focuses his analysis on the cross-border and institu-

tional economic and non-economic costs, i.e.,

‘‘failures’’ and threats to long-term sustainability

currently found in the global capitalist system:

• Market Failure: This includes moral hazard,

inappropriate macroeconomic policies, exces-

sive speculation (property and stock market),

an inappropriately valued currency, manipu-

lated exchange rates, cross-border and intra-

firm transfer prices, bad timing of short-term

debts, presence of a strong ‘‘black market’’ of

goods and services, and the abuse of monop-

oly power.

• Institutional Failure: This includes inefficient

functioning of the regulatory and supervisory

systems, an inadequate legal and financial

infrastructure, weak protection of ownership

rights, lack of accountability and/or transpar-

ency, and inadequate standards in financial

reporting.

• Moral Virtues Failure: This lies at the core of

the failure of the markets and institutional

failure, and includes casino capitalism, bribery

and corruption, lack of truthfulness, trust, and

social responsibility, and excessive investor or

institutional greed, falsified balance sheets,

and illegal manipulation of the markets.

These market, institutional, and moral failures

have been duly noted by many observers of the

current global economic crisis. According to Kung

(2009a):

The call for an ethical framework for the global

financial markets and global economics has loudly

been heard from many sides worldwide since the
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beginning of the current crisis. This new Declaration

on a Global Economic Ethic reminds all stakeholders

in global businesses of their individual responsibilities

for humanizing the functioning of the global econ-

omy: globalization needs a Global Ethic.

Because globalization has resulted in the pro-

gressive erosion of national borders, geographic

distance losing some appreciable political and eco-

nomic significance, and the regulatory power of

nation-states and cultural traditions fading (Scholte,

2003), MNEs find themselves operating in a com-

plex, uncertain environment with regulatory gaps

and murky rules of business conduct a result. The

Manifesto is a partial response to this perceived

transnational regulatory void. The Manifesto, says

Kung (2009a), is intended ‘‘to support the [United

Nations] Global Compact from the angle of ethics.’’4

The United Nations (U.N.) Global Compact,

(hereafter ‘‘Compact’’) launched in July 2000, is ‘‘a

policy platform and a practical framework for

companies that are committed to sustainability and

responsible business practice’’ (United Nations

Global Compact Office, 2008). Both the Manifesto

and the Compact are examples of ‘‘civil regulations’’

that employ ‘‘private, non-state, or market-based

regulatory frameworks to govern multinational

firms,’’ whose ‘‘legitimacy, governance, and imple-

mentation is not rooted in public authority,’’ and

‘‘who face social or market penalties rather than legal

sanctions’’ for violations (Vogel, 2010, p. 69).5

In this article, the authors will explore this global

responsibility relationship further, by arguing how

the Manifesto provides a foundation for explicitly

helping meet the moral failures criticisms associated

with the expansion of global capitalism, and similarly

how the U.N. Global Compact is focused on

addressing complimentary market and institutional

failures. Furthermore, a corporate governance model

adopting and implementing the Manifesto principles

and values and the Compact principles and policies

will be designed, and recommendations for effective

managerial performance criteria will be developed

for adoption by boards of directors instituting a

values-based management system (as an organiza-

tional foundation for the formulation and imple-

mentation of the firm’s nonmarket strategy). In the

next section of this article, we explore the Manifesto

in greater detail, analyzing its’ philosophical frame-

work through the theoretical lens of integrated social

contracts.

The Global Economic Ethic Manifesto

and social contracts

According to Kung (2009b), the Manifesto ‘‘does

not simply formulate abstract formal moral claims or

principles, like ‘responsibility’ or the ‘common

good’, it articulates substantially defined values and

ethical standards.’’ These moral values and principles

‘‘have the authority of the great religious traditions’’

and, because they are not regionally or nationally

conscribed, are time-tested and universal ‘‘stem[-

ming] from humanity’s wealth of ethical experi-

ence’’ and ‘‘diverse cultures over the course of the

centuries’’ (Kung, 2009b). While not law and

sanctions-based, the Global Economic Ethic ‘‘is an

appeal to self-commitment, which all the more is

subject to the sanctions of the conscience’’ of not

only multinational executives, but all other stake-

holders (and national and international political

organizations and institutions) ‘‘which together bear

an essential responsibility for the formation and

application of such a global economic ethic’’ (United

Nations Global Compact Office, 2009a). The

Manifesto consists of five principles and values –

with sub-headings addressing 13 articles – as follows

(Kung, 2009b):

I. The principle of humanity

The fundamental principle of a desirable global

economic ethic is humanity: Being human must be

the ethical yardstick for all economic action.

Article 1

The ethical goal of sustainable economic action, as

well as its social prerequisite, is the creation of a

fundamental framework for sustainably fulfilling

human beings’ basic needs so they can live in

dignity.

Article 2

Never may human beings be treated badly, either

through individual ways of conduct or through

dishonorable trading or working conditions. The
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exploitation and the abuse of situations of depen-

dence as well as the arbitrary discrimination of per-

sons are irreconcilable with the principle of

humanity.

Article 3

It is legitimate to pursue one’s own interests, but the

deliberate pursuit of personal advantage to the det-

riment to one’s partners – that is, with unethical

means – is irreconcilable with sustainable economic

activity to mutual advantage.

Article 4

The Golden Rule of Reciprocity, ‘‘what you do not

wish done to yourself, do not do to others,’’ which

for thousands of years has been acknowledged in all

religious and humanist traditions, promotes mutual

responsibility, solidarity, fairness, tolerance, and

respect for all persons involved.

II. The basic values of non-violence and respect for life

Every people, every race, every religion must show

tolerance and respect – indeed high appreciation –

for every other. Minorities – be they racial, ethnic,

or religious – require protection and support by the

majority.

Article 5

All human beings have the duty to respect the right

to life and its development. Thus every form of

violence or force in pursuit of economic goals is to

be rejected, including slave labor, compulsory labor,

child labor, corporal punishment, and other viola-

tions of recognized international norms of labor law

must be suppressed and abolished. The impairment

of people’s health through adverse working condi-

tions must be stopped. Occupational safety and

product safety according to state-of-the-art tech-

nology are basic rights in a culture of non-violence

and respect for life.

Article 6

Sustainable treatment of the natural environment on

the part of all participants in economic life is an

uppermost value-norm for economic activity. The

waste of natural resources and the pollution of the

environment must be minimized by resource-con-

serving procedures and by environmentally friendly

technologies. Access to sustainable clean energy

(with renewable energy sources as far as possible),

clean water, and clean air are elementary conditions

for life.

III. Basic values of justice and solidarity

To be an authentic human being means – in the

spirit of the great religious and ethical traditions –

not misusing economic and political power in a

ruthless struggle for domination, but instead using

power in the service of all human beings. Therefore,

mutual respect, reasonable coordination of interests,

and the will to conciliate and to show consideration

must prevail.

Article 7

All those engaged in economic activity are obliged

to comply with the prevailing rules of national

and international law. Where deficits exist in the

quality of the enforcement of legal norms in a

particular country, these should be over-ruled by

self-commitment and self-control; under no cir-

cumstances, may one take advantage of them for the

sake of profit.

Article 8

Corruption inhibits the public welfare, damaging the

economy and the people because it systematically

leads to false allocation and waste of resources. The

suppression and abolition of corrupt and dishonest

practices, such as bribery, collusion agreements,

patent piracy, and industrial espionage, demands

preventive engagement, which is a duty incumbent

on all those active in the economy.

Article 9

A major goal of every social and economic system

that aims at equal opportunity, distributive justice,

and solidarity is to overcome hunger, ignorance,

poverty, and inequality throughout the world. Self-

help and outside help, subsidiarity and solidarity,

private and public engagement – all these are two

sides of the same coin: they become concrete in

private and public economic investments, but also in

private and public initiatives to create institutions

that serve to educate all segments of the population
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and to erect a comprehensive system of social

security.

IV. Basic values of honesty and tolerance

To be authentically human in the spirit of our great

religious and ethical traditions means that we must

not confuse freedom with arbitrariness or pluralism

with indifference to truth. We must cultivate

integrity and truthfulness in all our relationships in-

stead of dishonesty, dissembling, and opportunism.

Article 10

Truthfulness, honesty, and reliability are essential

values for sustainable economic relationships that

promote general human well-being. They are pre-

requisites for creating trust between human beings

and for promoting fair economic competition. On

the other hand, it is also imperative to protect the

basic human rights of privacy and of personal and

professional confidentiality.

Article 11

Discrimination of human beings because of their sex,

their race, their nationality, or their beliefs cannot be

reconciled with the principles of a global economic

ethic. Actions that do not respect or that violate the

rights of other human beings are not to be tolerated.

V. Basic values of mutual esteem and partnership

To be authentically human in the spirit of our great

religious and ethical traditions means the following:

We need mutual respect, partnership, and under-

standing, instead of patriarchal domination and

degradation, which are expressions of violence and

engender counter-violence. Every individual has

intrinsic dignity and inalienable rights, and each has

an inescapable responsibility for what she or he does

and does not do.

Article 12

Mutual esteem and partnership between all those

involved – in particular, between men and women –

is at once the prerequisites and the result of eco-

nomic cooperation. Such esteem and partnership rest

on respect, fairness, and sincerity toward one’s

partners, be they the executives of a firm or their

employees, their customers, or other stakeholders.

Article 13

Partnership likewise finds its expression in the ability

to participate in economic life, in economic decisions,

and in economic gains. How such participation may

be realized depends on the diverse cultural factors and

regulatory structures prevailing in different economic

areas. However, the right to join forces to responsibly

pursue personal and group interests through collec-

tive action represents a minimal standard that must

everywhere be recognized.

The Manifesto consists of ‘‘substantive hypernorms’’

(hereafter ‘‘hypernorms’’) that are universal in nature

and therefore impose certain minimal requirements (or

behavioral constraints) on all global business activities

(Donaldson and Dunfee, 1994, 1995a). These hyper-

norms, an application of long-term, rule utilitarianism

yielding the greatest net utility to society, offer the basic

moral structure of human existence based upon the

world’s religions, cultural beliefs, and political and

philosophical thought, and therefore provide the basis

for evaluating all other lower-order norms. Moreover,

these hypernorms operate as the foundation for the

development of social contracts, in this instance, be-

tween MNEs and the global social system they operate

within (Donaldson andDunfee, 1994, 1995a).6A social

contract is an informal agreement concerning behav-

ioral norms developed from shared goals, beliefs, and

attitudes of groups of people or communities, and can

be thought of as ametaphor to describe corporations as a

series of contract-like agreements about social rules

(Dunfee, 1991; Keeley, 1988). Based in a contractualist

approach to global business ethics (Donaldson and

Dunfee, 1995b), business ethicist Thomas Donaldson

(1982, 1989) argues that MNEs acquire needed legiti-

macy through a social contract with society.

Donaldson, along with fellow business ethicist

Thomas Dunfee, developed a social contract theory

called Integrative Social Contract Theory (ISCT)

(Donaldson and Dunfee, 1999).7 It is ‘‘integrative’’ in

nature because it is based on a hypothetical social

contract integrated with real or extant social contracts

representing binding ethical obligations of actual

norms culled from relevant social and economic

communities (Donaldson and Dunfee, 1994, 1995a).

This hypothetical social contract is developed from

an imagined framework by humanity to design a
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global agreement (addressing business ethics) that can

be used for managerial and business decision-making

(Donaldson and Dunfee, 1994, 1995a). Under ISCT,

such globally based, macro social contract values and

principles are embodied in the Manifesto: the prin-

ciple of humanity; non-violence, and respect for life;

justice and solidarity; honesty and tolerance; and

mutual esteem and partnership. However, under

ISCT, there are ‘‘moral free spaces’’ (Donaldson and

Dunfee, 2000), filled by a myriad of micro social

contracts that provide ‘‘authentic norms’’ that best

serve local communities, which refer to specific

moral areas that are not prescribed in the moral

contract, i.e., the Manifesto, or ruled out by other

hypernorms, such as those found in the Global

Compact (Donaldson and Dunfee, 1994, 1995a).8 As

it pertains to the implementation of the Manifesto in

the operations of the MNE, occupying the ‘‘moral

free spaces’’ associated with local business environ-

ments will require a value-based creativity in micro

social contract development on the part of firm

management and the board of directors to the

shareholders and other stakeholders whom they are

accountable for performance.

As mentioned earlier in this article, theManifesto is

designed to address the moral virtues failure associated

with the current local economic crises. However, in

the longer-term view, it is the ethical and moral

support that the Manifesto provides for the market

and institutional policies embodied in the Compact

that has the most significant impact on MNEs. The

U.N. Global Compact, a complimentarymacro social

framework for MNE corporate governance, is dis-

cussed in the following section of this article.

The U.N. Global Compact

and its institutional environment

The mission of the Compact is to ‘‘realize a more

sustainable and inclusive global economy through

responsible business practices’’ (United Nations

Global Compact Office, 2007). The Compact,

characterized as a global code of business conduct

(Cavanagh, 2004) and formulated by the former

U.N. Secretary-General Kofi Annan and a group of

internationally recognized business leaders, is based

on shared values useful in providing a stable envi-

ronment for a global marketplace. There are three

major arguments given to support the existence of

the U.N. Global Compact: (1) participants do well

by doing good, as the Compact bolsters the case for

enlightened, socially responsible self-interest; (2)

formal global legal standards and enforcement

mechanisms are inadequate or nonexistent, so it fills

an institutional void; and (3) it can be part of a

broader and mutually reinforcing solution, ranging

from efforts at volunteerism to developing enforce-

able international law (Nason, 2008).

The Compact’s principles are drawn from inter-

national commitments made at the U.N., including

the Universal Declaration of Human Rights (1948);

the Rio Declaration on Environment and Devel-

opment (1992); the International Labor Organiza-

tion’s Fundamental Principles and Rights at Work

(1998); and the U.N. Convention against Corrup-

tion (2003) (Williams, 2004). The ten principles of

the Compact9 are a set of core values voluntarily

embraced by MNEs addressing human rights, labor

standards, the environment, and anti-corruption

(United Nations Global Compact Office, 2008):

Human Rights

Principle 1: Businesses should support and respect the

protection of internationally proclaimed

human rights;

Principle 2: Businesses should make sure that they are

not complicit in human rights abuses.

Labor

Principle 3: Businesses should uphold the freedom of

association and the effective recognition of

the right to collective bargaining;

Principle 4: Businesses should eliminate all forms of

forced and compulsory labor;

Principle 5: Businesses should implement effective

abolition of child labor;

Principle 6: Businesses should eliminate discrimination

in respect of employment and occupation.

Environment

Principle 7: Businesses are asked to support a precau-

tionary approach to environmental chal-

lenges;

Principle 8: Businesses should undertake initiatives to

promote greater environmental responsi-

bility;
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Principle 9: Businesses should encourage the develop-

ment and diffusion of environmentally

friendly technologies.

Anti-Corruption

Principle 10: Businesses should work against corruption

in all its forms, including extortion and

bribery.

The Compact, specifically because of its ‘‘human

rights’’ and ‘‘labor’’ hypernorm components, is a

macro social contract that addresses MNEs basic

responsibilities for supporting and respecting human

resources. The Compact itself, however, is not a

regulatory instrument whose authority is based in

law, but a voluntary leadership initiative built on

public accountability, transparency, and disclosure to

complement national and international laws and

regulations to which it refers (United Nations Global

Compact Office, 2008). The Compact requires a

company’s chief executive officer (CEO) to sign a

commitment, and, where applicable, include a for-

mal endorsement by a corporation’s board of

directors. Furthermore, participating companies are

asked to make an annual financial contribution

(based on a graduated scale of company annual sales/

revenue) to the U.N. Global Compact Foundation

to help support the work of the Compact (United

Nations Global Compact Office, 2008). This formal

commitment to the Compact requires executive

management and directors to (United Nations

Global Compact Office, 2008):

• make the Compact and its principles integral

to business strategy, daily operations, and the

organization’s culture;

• incorporate the Compact and its principles

in the decision-making processes of the

board of directors;

• engage in partnerships to advance broader

development objectives, such as poverty reduc-

tion, improvements in the quality of health

care and education, and community develop-

ment;

• integrate into its annual financial or sustainabil-

ity report a description of the ways in which

the organization implements the Compact

principles and supports broader development

objectives (which addresses the mandatory

annual reporting requirement to the U.N.

Global Compact Office, the Communication

on Progress); and

• advance the Compact and the case for

responsible business practices through advo-

cacy and active outreach to peers, partners,

clients, consumers, and the public at large.

As of October 2009, there are over 7,000 orga-

nizations (in more than 135 countries) that are active

participants in the Compact, with participation in

the Compact growing at roughly 100 new partici-

pants per month (United Nations Global Compact

Office, 2009b). The Communications on Progress

(COP), an annual reporting document introduced

by the U.N. Global Compact Office in 2005, was

established to ‘‘ensure transparency and public

accountability of the business commitment, drive

continuous performance improvement, safeguard

the integrity of the Compact as a whole and con-

tribute to the development of a repository of cor-

porate practices’’ (United Nations Global Compact

Office, 2009b).10 Corporations are required to

report annually on the progress the company has

made in implementing the initiative’s ten principles,

and a company is required to submit a COP to the

U.N. Global Compact Office within one year of

joining the initiative (United Nations Global

Compact Office, 2009b). Consecutive year failures

to submit a COP leads to removal, or ‘‘de-listing,’’

of the company from the Compact register, and

revokes the right of the company to use the Com-

pact logo to promote its goals (United Nations

Global Compact Office, 2009b). As of October

2009, the number of companies de-listed by the

U.N. Global Compact Office since 2008 has

exceeded 1000 (United Nations Global Compact

Office, 2009b).

According to George Kell (2005, p. 70), the

executive head of the U.N. Global Compact office

since its inception, ‘‘from an institutional viewpoint

the Compact’s greatest significance may be its cata-

lytic impact on the Organization [United Nations],

fostering a new era of cooperation with the business

community and overcoming a recent past of mutual

suspicion.’’ Furthermore, said Kell (2005, p. 72), the

Compact ‘‘was, from its inception, an experiment in

cooperation based on market mechanisms that

would allow the catalytic effects of critical masses,
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collective action, transparency and front-runner

behavior to set examples and ultimately create

behavioral norms.’’ Organizational sociologists

focusing on the cultural-cognitive aspects of the

organization, and who study the relationships be-

tween organizations and their institutional environ-

ments, stress the strong interrelationship between

processes occurring at the national (and transnational)

level and the structure and operation, i.e., business

practices, of individual organizations (Scott, 2008,

p. 150). Meyer and Rowan (1977, p. 352) note that

‘‘organizations which exist in highly elaborated

institutional environments and succeed in becoming

isomorphic11 with these environments gain the

legitimacy and resources needed to survive.’’ Fur-

thermore, according to Dobbin (1994, p. 118),

‘‘rationalized organizational practices are essentially

cultural precisely becausemodern culture is organized

around instrumental rationality.’’

DiMaggio and Powell (1983), drawing on network

theory, conceptualized the relational systems linking

organizations into larger networks with direct and

indirect links between organizations or similarity

of position in a network structure. For Fligstein

(1990), the relevant relations for major corporations

(including MNEs) are those involving other, similar

organizations, and those with national governments,

which have the ability to ratify regulatory and nor-

mative governance systems over MNEs (see generally

Djelic and Sahlin-Andersson, 2006). From a cultural-

cognitive systems approach,12 DiMaggio and Powell

(1983, p. 148) recognized ‘‘the development of a

mutual awareness among participants in a set of

organizations that they are involved in a common

enterprise.’’ Friedland and Alford (1991, p. 248)

extend the cultural-cognitive approach by stressing

the importance of institutional logic, which they

define as ‘‘a set of material practices and symbolic

constructions which constitutes its organizing prin-

ciples and which is available to organizations and

individuals to elaborate.’’

While much of the research in institutional theory

development has focused on relations between the

nation-state and corporations, by extension the

Compact represents a relational systems approach

approved by the world’s nations, thus moving it up

hierarchically in the global system to the transna-

tional level. While not directly regulative in nature

(since it does not have the force of law behind it),

the Compact does provide legitimacy to MNEs that

voluntarily embrace (in an isomorphic fashion) its

guiding principles, and again, by extension, the

above mentioned international commitments signed

onto by member states. From a cultural-cognitive

systems approach, the Compact provides MNEs

with a precise example of institutional logic,

emphasizing a ten principle/policy framework of

global hypernorms to help guide business practices of

the organization within its institutional environ-

ments. Lastly, the Compact encourages the sharing

of best practices and emerging practices among its

network of participating MNEs to advance practical

solutions and strategies to issues, as well as linking

business units and subsidiaries across the value chain

with its ‘‘Local Networks’’ in both the developed

and developing countries (United Nations Global

Compact Office, 2008). In the next section, we turn

to designing a corporate governance model synthe-

sizing the Manifesto principles and values with the

Compact principles and policies, and translating

them to the organizational level for implementation

by their employees.

An MNE moral values-based corporate

governance model

While formal definitions of ‘‘corporate governance’’

vary depending on one’s perceptions of the term

(Gunay, 2008), for the purposes of this article, the

MNE model of corporate governance is aligned with

the stakeholder approach defined ‘‘as the relationship

between actors who are in the process of decision-

making and exercising control over firm resources’’

and value creation (Huse, 2007, p. 21).13 In its

broadest sense, a stakeholder is any group or indi-

vidual, both internal and external to the firm, which

can affect or is affected by the organization’s objec-

tives (Freeman, 1984). Furthermore, the definition of

what is a stakeholder must be understood in its

broadest sense so as to be relevant for effective

corporate strategy (Freeman and Reed, 1983). This

stakeholder approach emphasizes that corporate

governance is embedded in its institutional environ-

ment and is a result of the interactions among various

actors (and their interests) who are influencing cor-

porate decision-making, with social relations the

fundamental unit of analysis (Aguilera and Jackson,
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2003). This stakeholder approach further emphasizes

how the board of directors embraces both an external

perspective of value distribution and protection, as

well as a relational, long-term balancing perspective

of what is best for the stakeholders of the firm (Huse,

2007, p. 23).

The Compact, as an integral part of a proposed

MNE corporate governance model, can be evalu-

ated through the analytic lens of ‘‘cosmopolitan

citizenship,’’ an analytic approach applied in the

context of globalization and developed by Delanty

(2000). The concept of ‘‘cosmopolitanism’’ is con-

sidered as an understanding of the relevant political

community for citizenship being global in context,

rather than simply the traditional political boundary

of the nation-state (Delanty, 2007; Linklater, 2002).

A cosmopolitan citizenship framework, based on the

study of Delanty (2000, pp. 49–67), has been

developed by Crane et al. (2008, pp. 170–177). This

cosmopolitan citizenship framework includes four

different perspectives – legal cosmopolitanism,

political cosmopolitanism, transnational communi-

ties, and post-nationalism – which:

… rather than offering mutually exclusive ways of

understanding the phenomenon of citizenship in the

global age, provide different angles on the transfor-

mation of citizenship through globalization which, in

turn, helps to locate and understand the place of the

corporation in this dynamic context. (Crane et al.,

2008, p. 171)

From the perspective of integrating the Compact

into an MNE corporate governance model, the legal

cosmopolitanism view is relevant to its concep-

tual development.14 Based in eighteenth century

enlightenment thinking (especially that of Immanuel

Kant’s writings on international relations) (Delanty,

2000), legal cosmopolitanism views the individual as

a part of humanity and a global citizen whose status

is not tied to an individual state or government (this

national citizenship status is considered a given)

(Crane et al., 2008, pp. 173–174). Moreover, this

global citizen is tied to a set of universally applicable

moral values and norms (considered to be the lowest

common denominator, regardless of race, culture,

religion, language, ethnicity, or other discriminating

factors) that form the basis of an international legal

order of transnational governance (to which these

national governments will comply) (Crane et al.,

2008, pp. 173–174). Thus,, according to this view,

governments should depend on the consent of a civil

society in which the individual exerts his/her own

free will (Crane et al., 2008, p. 174). Crane et al.

(2008, p. 173) acknowledge recent academic re-

search on ‘‘global business citizenship’’ (Logsdon and

Wood, 2002; Wood et al., 2006) that ‘‘is confined to

a rather limited version of ‘universal ethical princi-

ples,’’’ or hypernorms, but is also ‘‘vaguely linked to

… legal cosmopolitanism.’’

The macro social contract provides the global hy-

pernorms of the ISCT; in this case the Compact, and

its human rights and labor/work principles/policies.

Moreover, the Global Compact is an example of an

institutional approach, i.e., legal cosmopolitan citi-

zenship in action. For example, the Compact’s ten

principles are based in policy declarations codified in

U.N. sponsored international treaties and agreements,

including the Universal Declaration of Human

Rights (1948); the Rio Declaration on Environment

and Development (1992); the International Labor

Organization’s Fundamental Principles and Rights at

Work (1998); and the U.N. Convention against

Corruption (2003). While not directly having the

force of law behind it, the Compact nevertheless

provides legitimacy (in the form of enhanced cor-

porate reputation) to MNEs that voluntarily embrace

its guiding principles, and by extension, the above

mentioned international commitments. Furthermore,

the Compact’s principles specifically address the

interests and concerns of the following stakeholders of

the MNE: community (Corruption, Environment,

and Human Rights); employees (Labor and Human

Rights); and government (Corruption, Environment,

Labor, and Human Rights).

While the Manifesto offers guidelines which

define an attempt at universalizing global ethical

hypernorms, it is still incumbent upon each orga-

nization to operationalize these macro social con-

tracts in their respective workplaces. The main

challenge with ensuring that the ethos of the Man-

ifesto are adhered to is by filtering its’ principles and

values (as well as the Compact’s policy guidelines)

throughout the organization by integrating human

resources management mechanisms; namely, job

analysis, recruitment, selection, development, per-

formance management, and compensation policies

and procedures, while allowing the organization’s

management to occupy moral free spaces with
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creative authentic norms, i.e., micro social contract

development, based in the corporate culture.15

Subsequently, we will describe the importance of a

high performance work system and its application in

developing a corporate culture of global ethics.

Angus-Leppan et al. (2010) outline a model of

corporate social responsibility (CSR)16 that incor-

porates four levels of ‘‘institutional drivers’’ that can

lead to sustained ethical behavior in organizations:

national business systems; the organizational field;

the organization; and the individual within the

organization (see the bottom four elements of

Figure 1).

As summarized by Angus-Leppan et al. (2010),

institutional drivers for CSR are thought to emanate

from the general national business system (including

political, financial, education, labor, and cultural

systems) (Matten and Moon, 2008), the organiza-

tional level encompasses cultural norms which affect

attitudes toward CSR (Linnenluecke et al., 2007),

and the individual level consists of individual traits

and intelligence that affect CSR (or ‘‘internal CSR’’)

(Basu and Palazzo, 2008). Based on this existing

model which excludes global forces, we expand on

this four-step model of institutional drivers of CSR

by adding a fifth step: the ‘‘transcultural value sys-

tem’’ (again refer to Figure 1). In this case, the

Manifesto provides the transcultural value system

institutional driver in the form of a sociopolitical,

cultural and [inter]national document that is meant

to guide corporations toward a somewhat uniform

and universally accepted standard of ethical behavior,

what Josef Wieland (2009)17 calls ‘‘transcultural

values,’’ defined as those values that have been

shared among a variety of cultures throughout his-

tory or are crucial for daily functioning. Wieland

(2009) states that the Manifesto is a process of

competitive exchange and cooperation; however,

he concurs with Angus-Leppan et al. (2010) that

this cooperation ‘‘require[s] personal, institutional

and organizational foundations, without which

there would be neither stability nor sustainable

development.’’ Matten and Moon (2008) distinguish

between ‘‘explicit’’ and ‘‘implicit’’ CSR; the Man-

ifesto, however, provides the ‘‘explicit’’ institutional

driver at the global, national, and organizational

levels in the form of written documents to be fol-

lowed (as described earlier in this article and below

in the form corporate policies); what is outlined in

the remainder of this section is a strategic and

operational form of compliance that would ideally

transform explicit CSR into implicit CSR (where

CSR is internalized within the individuals in the

organizational culture). After all, the Manifesto is an

ethical credo that ideally moves beyond mere

organizational compliance; it is described as a ‘‘values

driven business model’’ which focuses on developing

a corporate culture that encourages organizations to

‘‘lead, manage and monitor’’ themselves so that they

can appropriately make ‘‘morally sensitive business’’

decisions (Wieland, 2009).

Encouraging behaviors that demonstrate CSR is

the fundamental underlying principle of the Mani-

festo. Within this, Wieland (2009) identifies some

elements of what needs to be done to implement the

key values of the Manifesto into organizations so that

firms can deem themselves as acting in accordance

with the Manifesto’s mandate. Figure 2 demon-

strates how Wieland (2009) conceptualizes how

organizational values need to be disseminated

throughout an organization via a ‘‘Values Manage-

ment System’’ (VMS) to ensure ethical compliance

at all organizational levels.

As shown in Figure 2, there are four major steps

in the VMS. The initial, foundational level provides

the basis for the company to foster a particular

Figure 1. Five-step model of institutional drivers of

CSR. Source: Adapted from Angus-Leppan et al. (2010)

by Hemphill and Lillevik.
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culture (in this case, one based on ethical behavior)

through the use of codification: values, mission and

vision, and a code of ethics. The second step

incorporates organization-wide policies and proce-

dures; the third step is to take these policies and

procedures and incorporate them into comprehen-

sive programs that deal with compliance and audit;

and the fourth and final step institutionalizes these

concepts by creating sanctioned offices and teams to

ensure that the ethical values of the organization are

operationalized and enforced systemically through-

out the entire firm (Wieland, 2009).

For the Manifesto to be properly implemented, a

strategic human resource management plan must

thus be created and followed within the organization

so that the essence of the Manifesto (i.e., behaviors

that demonstrate ethics and corporate social

responsibility) is disseminated throughout the firm.

This strategic plan is largely developed during

Wieland’s ‘‘implement’’ stage of the Values Man-

agement System outlined in Figure 2. It appears that

many firms who try to incorporate ethical principles

into their culture fail to utilize human resource

practices to assist with this (Weaver and Trevino,

2001). Not only do the principles of the Global

Economic Ethic Manifesto need to be articulated in

firms, but the people within the organization must

recognize the importance of this ethical mandate and

be encouraged to demonstrate behaviors which are

congruent with the organizational ethical values.

The creation of organizational policies are not en-

ough to ensure that sustained ethical activity will

consistently be demonstrated, but these policies and

procedures provide the foundation and codified

elements of the organization that all stakeholders can

refer to in order to keep the organization focused on

directing itself toward meeting the standards of the

Manifesto.

A coherent strategic human resource management

system must then be put in place so that a firm can

meet the global ethics norms of the Manifesto in a

uniform and consistent way. This is a suggestion for

a universal framework for an overall, comprehensive

human resource management (HRM) plan that any

organization can implement. In turn, this interactive

social systems framework, where actions in society,

organizations and by individuals affect each other,

includes an organizational/individual global ethics

component (Manifesto) of HRM that conceptually

completes a comprehensive MNE Moral Values-

Based Corporate Governance Model (see Table I)

complementing the societal/organizational policy

Figure 2. The four steps of the value management system. Source: Wieland (2009).
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component (Compact). This HRM plan, when

optimized and fully integrated into the corporate

culture of the organization, is what Huselid (1995)

calls a ‘‘high performance work system’’ (HPWS),

where recruitment, selection, employee develop-

ment, performance management, and compensation

procedures are aligned strategically for the organi-

zation to achieve its goals through the encourage-

ment of employee involvement and motivation

(Batt, 2002; Boxall and Purcell, 2002; Huselid,

1995).

The following discussion breaks down the specific

areas of the human resource management function

that should be assessed for organizations attempting

to encourage ethical behavior in their firms, partic-

ularly for those striving for compliance with the

Manifesto. At the strategic level, the organization’s

mission, vision, and values need to be assessed and

aligned with the main philosophy and ideas behind

the Manifesto. In addition, policies pertaining to

ethical conduct should be revisited and aligned with

the Manifesto as well. This is something that needs

to be discussed among senior executives, as well as

senior human resource managers, so that the HR

team can understand how its members can translate

the elements of these documents into the HR

mechanisms discussed below. In addition, corpora-

tions can create wider, more comprehensive ethics

programs by hiring corporate ethics officers, creating

ethics offices, implementing ethics committees, and

offering ethics communications systems (which can

include telephone reporting hotlines) (Weaver et al.,

1999). However, such corporate ethics programs

resemble systems that are created for compliance,

which can be used as a control system (Weaver et al.,

1999). This provides the basis for explicit CSR;

to truly develop a culture of morality: ethical

behavior must be entrenched in the systems of the

organization.

What seems to be largely missing from Wieland’s

model is the first step that needs to be conducted

once the mission, vision, and values have been

developed or rewritten to incorporate the ethical

duty of the organization; this first step is undertaking

a comprehensive analysis of all jobs within the firm.

Corporate managers (and directors) must take a long

and hard look at how ethics and CSR behaviors can

be included in all jobs in the organization, and to

what degree the principles of the Manifesto should

be incorporated into each job. While this activity

can be resource intensive, it ideally ensures that the

Manifesto is appropriately integrated into each level

(and individual) within the firm, and thus it is

thought of in a strategic and foundational manner.

The job analysis should result in comprehensive job

descriptions with key elements of the Manifesto

TABLE I

The MNE moral values-based corporate governance model

The Global Compact: An Institutional/Legal Cosmopolitan Citizenship View of the Firm (Formulating Macro Social

Contract Hypernorms)

• Universal Declaration of Human Rights

• Rio Declaration on Environment and Development

• ILO’s Fundamental Principles and Rights at Work

• UN Convention Against Corruption

The Stakeholder Approach to Corporate Governance

• Community (Corruption, Environment, and Human Rights)

• Employees (Labor and Human Rights)

• Government (Corruption, Environment, Labor, and Human Rights)

The Global Economic Ethics Manifesto: Organizational Mechanisms to Encourage CSR Behaviors (Implementing Macro

Social Contract Hypernorms)

• Human Resource Functions (Job Analysis, Recruitment, Selection, Training, Development, Performance Management,

and Compensation)

• Corporate Policies (Code of Ethics, Compliance Procedures, etc.)

• The Development of Positions/Departments/Task Forces that can Consistently and Fairly Enforce Policies

and Procedures
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within them. The natural next step in the process

is recruitment; recruitment advertisements for all

positions should identify that new hires must dem-

onstrate certain aspects of the Manifesto, particularly

based on the previously revamped/created job

descriptions from the job analysis. Specific wording

around the various parts of the Manifesto should be

included in the recruitment advertisements, and these

should be reinforced in the selection process. This

sends a message to the general public and to recruiting

firms that these are the key desired traits and behaviors

for the organization as a whole, as well as for the

individual positions being filled. The higher-up

the organizational hierarchy the position is located,

themore emphasis should be placed on various aspects

of the Manifesto (i.e., they should be placed as higher

priority and/or comprising a larger portion of the job

tasks, job responsibilities, and the knowledge, skills,

and abilities (KSAs) required for successful perfor-

mance in these positions) on the position specifica-

tions. One of the primarymeans to ensuring that there

is a culture of ethics and CSR in the organization is to

make sure that this behavior is prominently exercised

by top managers; therefore, it is critical that top

management positions in particular contain specific

elements of CSR in the position descriptions.

Following this process, the human resource

function must ensure that the proper selection

techniques are followed. This includes standardized

interview questions that deal with ethical decision-

making in previous or hypothetical situations (i.e.,

behavioral or situational interviews), and incorpo-

rating elements into other selection techniques as

necessary, such as psychometric tests and assessment

centers. All of these activities need to be validated to

ensure that they do in fact consistently measure the

ethical values as emphasized by the organization as

well as by the Manifesto. Those individuals who are

involved in assessing candidates should be trained in

the methodology on how to identify and rate suc-

cessful behaviors that align with the ethical values of

the firm. This is an important step as this is where

potential employees get their first real impression of

the values of the organization and how they may fit

into this organizational culture (Weaver and Trevi-

no, 2001); thus, the individuals with whom job

candidates come into contact must be consistent and

forthright about their firms’ ethical culture through

their behaviors and discussions with job applicants.

Once in the organization, training, and develop-

ment functions will play key roles in ensuring that this

ethics culture is presented to all employees of the

organization. For new hires, orientation programs

again provide the initial presentation of corporate

information, which alongside the organization’s

policies and procedures, should include the firm’s

code of ethics, and the firm’s mission, vision, and

values, all of which should incorporate the key aspects

of the Manifesto that the firm is trying to achieve. For

current employees, regular (at least, annually) training

that incorporates both revisiting the items in the

orientation program as well as providing updates

around new ethical dilemmas and developments that

can constantly arise should be done through experi-

ential training. Henle (2006) suggests that organiza-

tional leaders have the key responsibilities for building

value-based cultures within firms; thus, top manage-

ment support, in the form of the presence in these

training sessions as well as being role models for such

behavior on a regular basis, will encourage the dem-

onstration of ethical conduct.

Performance management and compensation are

the final areas where ethical behavior can be

encouraged and reinforced. Performance appraisal

systems should include assessments of ethical

behavior for all individuals in the organization.

Again, these assessments should be based on the job

descriptions outlined for all individuals. Develop-

mental performance appraisals should include inter-

im discussions between managers and employees

around meeting performance expectations (and

particularly discussing any concerns that arise around

specific ethical situations that the employee and/or

manager encountered) that align with elements of

the Manifesto. Annual performance appraisals that

are linked to compensation should be taken very

seriously; there should be specific benchmarks

around successful ethical behaviors that employees

must meet, and subsequently compensation pro-

grams should be designed such that employees are

rewarded (whether in the form of base pay increases,

bonuses, or other type of merit-pay schemes) for

demonstrating consistent ethical behaviors.

The overall procedures described above describes a

general thought-process and a set of procedural

guidelines that encourages more implicit CSR to be

demonstrated in organizations who seek to adhere to

the Manifesto. In many ways, corporate policies and
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procedures set the minimum standards by which

employees must conduct themselves so that they do

not incur any violations; this is a reactionary ap-

proach, and does not require the individual to take

ownership of his/her behavior. Encouraging ethical

behavior through a comprehensive high performance

work system (HPWS) model ensures that desirable

behaviors are encouraged and consistently reinforced

so that such behaviors are ingrained within each

individual, at each level in the organization, regardless

of the position that he/she holds, so that collectively

all employees are engaging in a culture of integrity and

CSR. In addition, top management support (i.e.,

‘‘tone from the top’’ (Wieland, 2009)) further rein-

forces and inspires individuals by demonstrating the

importance of this ethical credo at the strategic

decision-making levels of the firm. In fact, Cameron

(2006) explains that business leaders must demonstrate

positive organizational scholarship (POS) behaviors

to inspire employees; demonstrating ‘‘good’’ ethical

practices should be encouraged, not just removal or

punishment of ‘‘poor’’ ethical choices, as they are two

separate mechanisms for encouraging ethical behav-

ior. Virtuousness, which extends beyond compliance

to ethical policies, but is defined as ‘‘what individuals

aspire to be when they are at their very best,’’ or

simply, ‘‘excellence’’ (Cameron, 2006), should be

what organizations are encouraging their employees

to engage in (particularly when dealing with morally

ambiguous situations). Cameron (2006) asserts that

this occurs because there are two major effects that

virtuousness has on an organization’s culture: it has an

amplifying effect because it is self-perpetuating

(therefore individuals can ‘‘take ownership’’ of their

behavior); and it has a ‘‘buffering’’ effect that reduces

psychological distress (and thus, dysfunctional

behavior) (Cameron, 2006). Once that culture of

‘‘virtuousness’’ has been created, communicated, and

sustained, organizational norms will encourage aspi-

ration toward and beyond the principles of the

Manifesto, rather than simply following explicit

organizational policies and procedures and using

them as control mechanisms.

Conclusions and further research

Without a doubt, there is more to consider as

organizations consider adopting both the UN Global

Compact and the Global Economic Ethic Manifesto,

and understand how they can incorporate and enforce

the latter credo into the firm’s everyday operations.

Again, as these policy and moral frameworks are vol-

untary and not mandatory for corporations to accept

and implement, the decision to embrace them must

come from executive management and boards of

directors, in conjunction with public pressures from

influential stakeholders, including national govern-

ments, local communities, and labor movement/hu-

man rights groups. Other inducements can include an

array of external mechanisms, including economic

incentives, regulations, and strategic concern for cor-

porate reputation. Since the ultimate goal of this

Manifesto is to foster a culture of ethics (and virtu-

ousness, as identified above), it is expected that it will

take a considerable amount of time, along with the

simultaneous use of multiple internal and external

influences, to reinforce these CSR values within firms.

In this article, we have argued how the U.N.

Global Compact and the Global Economic Ethic

Manifesto complement each other. Furthermore, we

have explained how the policies and guidelines of

the Compact can now be implemented at the or-

ganizational/individual level through the ethical

framework of the Manifesto. Finally, we have de-

scribed how the Manifesto completes a compre-

hensive managerial framework for what we term an

‘‘MNE Moral Values-Based Corporate Governance

Model.’’ Ultimately, further research is needed in

understanding how much impact these external and

internal influences make on creating a sustainable

ethical culture in MNEs. The interactions of internal

human resource policies and various pressures by the

UN, governments, and interest groups need to be

analyzed as MNEs attempt to comply with the

Manifesto. As more organizations head in this

direction, best practices can be discovered and shared

among the professional and academic communities.

Notes

1 For a seminal article focused on global self-regula-

tory codes of conduct, see Wotruba (1997).
2 The four ‘‘irrevocable directives’’ in this Declaration

include (1) commitment to a culture of non-violence

and respect for life; (2) commitment to a culture of

solidarity and a just economic order; (3) commitment to

a culture of tolerance and a life of truthfulness; and (4)
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commitment to a culture of equal rights and partnership

between men and women.
3 Dunning (2001, pp. 12–13) argues that the follow-

ing conditions will move ‘‘actual’’ global capitalism clo-

ser to ‘‘ideal’’ global capitalism:

First, it should be concerned with the creation of both

tangible and intangiblewealth;with both the quantity and

the quality of assets, goods and services; and with the

output of both private and collective (i.e., public) goods

and services. Second, global capitalism needs to incor-

porate a set of appropriate ethical mores, which will

fashion the behavior of the participants in the market-

place. Third, it is important that these mores should

acknowledge, and, where appropriate, influence, the

unique characteristics of both global capitalism and its

constituent national institutions. Fourth, sustainable glo-

bal capitalismmust rest on the acceptance and promotion

of such transcendentmoral virtues as social justice, human

dignity, respect for basic rights, and the absence of racial

and religious discrimination. Its scope and content must

also be embedded in democratic regimes.

4 Kung (2009a) notes that the Organisation for

Economic Co-operation and Development (OECD),

consisting of 30 member nations, in 1976 adopted

the OECD Guidelines for Multinational Enterprises

(‘‘OECD Guidelines’’) that covers policies related to all

major areas of business ethics and standards of conduct

including human rights, employment, environmental

protection, health and safety, and disclosure, among oth-

ers. These OECD Guidelines are recommendations ad-

dressed by member governments (plus 11 non-member

countries) to MNEs operating in or from adhering coun-

tries to abide by these voluntary principles and standards

for responsible business conduct (Organisation for Eco-

nomic Co-operation and Development, 2010). Kung

(2009a, p. 3) also argues that these OECD Guidelines

‘‘require cross-cultural ethical values and standards’’ as

provided in the Global Economic Ethics Manifesto.
5 According to Vogel (2010, p. 70):

Civil regulations are distinctive from traditional forms

of industry self-regulation in three primary respects.

First, in contrast to many technical standards whose

primary purpose is to lower the transactions costs of

market transactions, civil regulations require firms to

make expenditures and undertake commitments asso-

ciated with changing and broadening public expecta-

tions of corporate conduct associated with corporate

social responsibility (CSR). Second, compared to tra-

ditional forms of business self-regulation, civil regula-

tions are more likely to be politicized: They have

typically emerged in response to political and social

pressures on business, often spearheaded by national

and transnational activists who have embarrassed global

firms by publicizing the shortcomings of their social

and environmental practices. Third, the governance of

civil regulations is more likely to be transparent,

contested, and to either formally or informally involve

stakeholders outside the firm – in contrast to tradi-

tional business self-regulation that is typically exclu-

sively governed and controlled by firms. This is

notably true for those civil regulations whose standards

are independently certified by third parties.

6 Donaldson and Dunfee (1994, p. 267) define generally

accepted substantive hypernorms as: core human rights,

including those to personal freedom, physical security and

well-being, political participation, informed consent, and

ownership of property, the right to subsistence; and the

obligation to respect the dignity of each human person.
7 In some instances, Donaldson and Dunfee (1999)

have characterized ISCT as a form of – or completion

of – normative ethical stakeholder theory, while in

other instances it appears as more of a rival of norma-

tive ethical stakeholder theory. Also see Donaldson and

Dunfee (1994, 1995a). Criticisms, of ISCT revolve

around questions about (1) the nature, values, and even

the existence of hypernorms; (2) the practicality of the

theory for decision-making by managers; (3) the robust-

ness of the theory; and (4) the sufficiency of its justifica-

tions for creating ethical obligations for managers

(Dunfee, 2006). A recent scholarly effort (Soule, et al.,

2009) to address the alleged flaws in the concept of

substantive hypernorms eliminates them altogether from

ISCT and substitutes five Principles of Managerial

Responsibility addressing non-coercion, unlimited risks,

arbitrary barriers, trust, and rescue in ISCT.
8 According to Donaldson and Dunfee (1994), a mac-

ro social contract contains the following terms:

1. Local economic communities are to be allowed moral

free space to generate obligatory ethical norms for

their members through micro social contracts.

2. Norm-generating micro social contracts must be

grounded in informed consent, buttressed by an

absolute right to exist and to exercise speech within

their local communities.

3. In order to be obligatory for members of the com-

munity, a micro social contract norm must be com-

patible with hypernorms.

4. Priority rules compatible with terms 1–3 must be

employed to resolve conflicts among competing,

mutually exclusive micro social contract norms.
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9 Originally there were nine principles formulated for

the Global Compact, but in June 2004 a tenth principle

addressing corruption was added.
10 To some extent, the adoption of the COP (and sub-

sequent de-listing of over 1000 companies since 2008 by

the U.N. Global Compact Office (2009b)) has muted

‘‘bluewashing,’’ i.e., enhancing the image and legitimacy

of MNCs, rather than enforcing the 10 principles (Arevalo

and Fallon, 2008), charges from civil society organizations

that the Global Compact does not having adequate exter-

nal monitoring and regulatory enforcement (Kell, 2005).
11 By ‘‘isomorphic’’ is meant to acquire a similar form

of organization regarded as legitimate in a given institu-

tional environment (Hannan and Freeman, 1989).
12 Scott (2008, p. 57) describes the cultural-cognitive

elements of institutions as ‘‘the shared conceptions that

constitute the nature of social reality and the frames

through which meaning is made.’’
13 Ideologically, there have are four different ap-

proaches to defining corporate governance: (1) the

managerial definition; (2) the shareholder supremacy

definition; (3) the stakeholder definition; and (4) the

firm definition (see Huse, 2007, pp. 18–23).
14 Legal cosmopolitanism focuses on a moral, princi-

ple-based understanding of global humanity. In contrast,

political cosmopolitanism focuses on ‘‘an analysis of the

political shifts induced by globalization’’ (Crane et al.,

2008, p. 174); transnational communities is ‘‘reconfig-

ured along the lines of ethnicity resulting from mem-

bership in a globally migrant community of individuals’’

(Crane, et al., 2008, p. 176); and post-nationalism,

which is ‘‘based on residence [in a specific territorial

community] as a key pattern of cosmopolitan citizen-

ship’’ (Crane et al., 2008, pp. 176–177).
15 By corporate culture, we mean ‘‘the complex set of

ideologies, symbols, and core values shared throughout

the firm and that influence the way it conducts busi-

ness’’ (Kelly and Booth, 2004, p. 34).
16 For CSR, Angus-Leppan et al. (2010, p. 190) refer

to the Cramer et al. (2006) definition: the responsibility

of the corporation to stakeholders, representing the tri-

partite concerns of ‘‘people, planet, profit.’’
17 Wieland (2009) further explains the concept of the

Transcultural Management System:

Unlike inter- and multicultural management it

[Transcultural Management System] does not begin

with the ethical difference(s) between nations and/or

cultural regions, rather with the declaration that all

human cultures have common collective ethical values

and experiences. The recognition of differences and

tolerance as a form of behavior toward others are

necessarily the elementary objectives of inter- or

multicultural diversity management. The transcultural

approach of the Manifesto accepts and supports these

goals, but also and moreover strives to develop a

management culture which embodies jointly devel-

oped transcultural virtues, and these transcultural vir-

tues form a common bond through all cultural difference.

In my view, the Manifesto is not about exporting or

creating a uniform global economic culture and

overcoming diversity. On the contrary, it is aimed at

linking national cultures, professional cultures, entre-

preneurial cultures, and individual cultures into a net-

work of diversity, which is governed by a tie of common

and shared principles and values.
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