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I. 
A FRAMEWORK FOR DISCUSSION:

For two and half days in June, 2002, a group of thirty-one people gathered at Glendon College (York University) in a workshop/retreat setting to discuss the question:  Are “for profit” corporations capable of ethical self regulation?  The participants were drawn proportionately from business, government and the non-governmental and academic sectors.  Each participant brought extensive practical or research based knowledge of the field and an interest in sharing insights in an extended, round table, structured conversation.  Discussion focused on corporate social responsibility and sustainability including human and labour rights, environmental protection, community impact, zones of conflict, bribery and corruption, finance, investment and financial institutions.  

Discussion was framed by a two dimensional matrix of questions with one axis focused on practical questions and the other focused on ethical questions.  The matrix was graphically represented in the form of a “ Discussion Framework Cube”. (*see Appendix)  The themes were closely related and were interwoven throughout the conversation. 

Project deliverables:
The workshop/retreat was designed to serve a number of purposes.  First, while the theory and practice of ethical self regulation has been extensively debated, there have been few opportunities for those occupying leadership roles in that debate to share their experience and insights in a collaborative non adversarial environment.  What lessons have been learned to date in Canada about the efficacy of ethical self regulation?  What steps remain to be taken?  Are we in a position to determine where and under what conditions self regulation is likely to succeed in ensuring sound standards of business conduct?  Or is the promise of self regulation largely illusory?

Participants received a “Compendium” of international codes, a product of a SSHRC funded study of the efficacy of ethics codes in the regulation of international business standards.  The workshop/retreat provided an opportunity to share that collection with a wider audience and to evaluate its usefulness. The workshop also provided the York University Ethics Codes Research Project with an opportunity to evaluate their own conclusions against the collective experience of workshop participants. The workshop/retreat was funded by the SSHRC research project. Papers emanating from the York University Ethics Codes research project were also circulated.

Proceedings:
The Retreat began with a Dinner Reception and Table Group Introductions. Participants were welcomed and encouraged to plot their experiences on a Timeline chart related to corporate codes and voluntary initiatives on parallel lines of national, international, corporate and personal. This interesting visual map was very revealing of individual connections to the subject and a summary is appended to this report. 

The group was then addressed by Avie Bennett, Co-Chair of the Canadian Democracy and Corporate Accountability Commission, and Chancellor of York University. He gave an overview of the issues brought to the Commission as it travelled across the country, and insights into the conclusions it reached. Copies of its report, “The New Balance Sheet: Corporate Profits and Responsibility in the 21st Century” had been previously circulated. A lively discussion followed which lead into an outline of the agenda for the following two days. 

Dialogue over the next two days took place around a round table (the Glendon Senate Chamber) at which everyone was seated.  Discussion was governed by Chatham House rules, specifically that there would be no attribution of comments or positions taken by participants over the course of the retreat. Notes of discussion themes and commentary were taken by graduate students.  The group elected to stay together in plenary in the round table discussion format.  The dialogue was facilitated by a chair who was guided by a speakers’ list and “hot pursuit” interventions. The two and a half day commitment on the part of participants ensured ample time for all views to be expressed around the table and during generous breaks designed to encourage informal conversation at meals, breaks, walks under perfect weather conditions and a very pleasant campus environment.

The full report of the proceedings follows this initial summary of the last half day of discussion, the purpose of which was to identify those themes and subjects on which the views of participants converged.

Ethical Voluntary Self Regulation and Governance in the 21st Century:
II. 
CONSENSUS AND DISSENSUS:

In the last three hours of the two and a half day dialogue, discussion focussed on what if anything had emerged by way of common perceptions or perspectives on ethical voluntary self regulation.  Although the group had to struggle to find an adequate form of expression, there was consensus that there was a space for corporate voluntary self regulation.  It was agreed that the space was contested and that business but also civil society and government had significant roles to play in establishing the boundaries for self regulation, the laws needed to frame that space and standards and processes that would fill that space.

The consensus was prefaced with a statement of strong concern that global trade and investment policies have made it possible for corporations to operate with minimal and insufficient regulation in most parts of the world; and with a statement of encouragement for governments to work together to bring about effective multilateral regulation of corporations.

There was strong support for the view that self regulation is not an effective substitute and should not be used as a substitute for effective government regulation.  There was also agreement that where government regulation is difficult, government incentives and disincentives should be used to support effective corporate "self regulation".  There was strong support for the view that government is not capable of doing all the regulatory work on its own. On the other hand, there was agreement that self regulation governed by the private sector alone is also not a viable option.  Environmental, social, and economic dimensions of ethical self regulation is not a matter that can be effectively undertaken by the private sector alone.  It was also agreed that standard setting should not be left to the market alone.  For self regulation to be effective and credible, business firms need to engage in structured, meaningful dialogues on sustainable business practices seen from the environmental, social and economic perspectives of all those on whom their activities are likely to have an impact

There was consensus that there is a place for ethically guided voluntary self regulation but that because not all companies could be assumed to be ethical companies any system of self regulation would have to be supported by market (consumer and investor) and government incentives and disincentives.  Hence, effective self regulation requires the development of new roles for government, civil society organizations, business and the public at large.

There was also agreement on the characteristics of the space to be occupied by voluntary self regulation.  Creating space for self regulation would require collaboration and dialogue. Operating in this space, it was agreed, would require: full and meaningful disclosure of standards of conduct and management systems designed to ensure adherence to those standards, effective and inclusive stakeholder participation in the setting of those standards; and high standards of accountability.

The search for consensus was facilitated by a picture that formed gradually in the course of on-going discussion. The following diagram is an attempt to capture that picture.
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The space for self regulation is dynamic and interactive.  Business, government and civil society all have roles in defining the dimensions and characteristics of that space.  These roles require that each interact effectively with the others, a dynamic that is illustrated by arrows around the circumference of the circle.  The players each have a role in defining the boundary or scope or dimension of the space for voluntary self regulation.  Each will at one time or another seek to expand that space and to contract it.  And each has a legitimate role to play in defining the appropriate interpretation of the three key values for the variety of situations in which the legitimacy of ethically guided self regulation is under discussion.  The three values define legitimacy within the space.   But each requires interpretation and detailed case by case agreement on what is to count as adequate or effective disclosure, participation and accountability.  Failure to successfully activate any of these three values undermines the legitimacy of the self regulation under consideration.

In some respects, the workshop/retreat itself was an illustration of the kind of dynamic participatory dialogue and debate that one might expect to encounter in constructing a case and a space for ethically guided voluntary self regulation on a case by case basis.  It might also be regarded as a demonstration of the practicality and feasibility of discussions and dialogue of the kind envisaged, although there was no attempt to project the consensus arrived at into a wider social context.

(Summary prepared by Wesley Cragg and Joy Kennedy with the assistance of Kevin McKague, Elizabeth LaRegina and Ran Goel.)

III. 
MEETING NOTES: FIRST DAY
A) Considering Codes: Practically speaking, if Codes are to be used for voluntary self regulation –

What should count as success? Specifically:

i) what are the criteria for success?

ii) are they sector specific?
iii) are they culturally relative?
iv) are they relative to a stage of economic development?
1. Synopsis

Guided by the cube diagram, and by responses to a previously circulated questionnaire to participants soliciting areas of interest, the discussion began from a very practical perspective, with participants contributing from their experiences of using various voluntary initiatives and corporate codes, naming their merits and weaknesses. 

(*A list of some of those mentioned is appended.) Although comments did not necessarily follow the prescribed format systematically, nevertheless they did address the underlying issues in a more oblique way. 

They touched on: outcomes, measures, codes of practice, accountability, disclosure, verification, monitoring, and professional auditing.  That prompted discussion of law, custom, autonomy, licence to operate, contracts, norms, constraints, penalties and consequences.  Issues of cost, capture, free riders, data collection, market fairness, and transparency were raised.

Exploration of behaviour, motives, drivers, values, commitment to change, implementation, compliance, mandatory reporting and policing, led to further discussion of standards, policy objectives and instruments, regulation, deregulation, and voluntary negotiated agreements. Participants began to explore the role of governments, jurisdiction, technology, role of communities, and corporations.

The desire to address a systems approach led to discussion of models for ranking criteria, for benchmarks, and disclosure frameworks, and finally multi-stakeholder processes. Sustainable development and sustainability indicators were mentioned and a need to address the overarching goal(s) of sustainability raised for discussion the notion of the continuum of doing harm/doing no harm/doing good. Measures of satisfaction and accountability for all sectors were mentioned. Perspective versus perception, definition, diversity, capacity, creativity, learning, and process versus outcomes started to become themes. 

It was generally held that the starting point of discussion should be the outcomes of using codes.

2. Discussion:
Here, unattributed by agreement, but in their own words, is some of what was said:

Outcomes, Measures
It is important to begin by considering the outcomes of implementing codes; outputs as opposed to products, and processes. 

It is essential to control the measurement of both and use standard measures.

Law and Custom

Social licence equals social contract. Voluntary programs must be explicit and concrete. If not implemented with ethical custom and statutory law, indeed, if only totally voluntary, they can be manipulated.

There is a political dimension regarding what is to be achieved, and how, through self regulation. 

In the example of the contract model, jointly funded by government and a company, the licence to operate includes penalties for not achieving goals.

Verification, Professional Monitoring

The missing element is often verification – professional external monitoring and reporting to the public.

Some mining community verification processes have recently been shown to be effective. 

Verification teams for reviewing specific codes of practice in the chemical producers sector include a retired technical expert, national advisory panel, local community representative (chosen through a community process to identify them), as a prerequisite to be accountable and to report back

Accountability, Disclosure, Audits, Reports

Who verifies?  For NGOs disclosure is essential.

Ranking: one group ranks corporations as

“green”  = Corporate Social Responsibility (CSR) leader – self regulating; all the time;

“brown” = ask for help with CSR when they have media problems, are in trouble, or trying to co-opt government 

     processes;

“grey”    = in between; in a competitive environment, they want to be best of sector and will play along with codes of 

     conduct and existing established standards.

One auditor’s understanding of “voluntary” means “commitment to change behaviour.” 

Step one is to realize the need to change; i.e. the company sets out to change its behaviour; it monitors and self-assesses. The kind of audit report it produces indicates whether it is “looking to be seen to honour its commitment.” Each corporation gives one kind of report with different validity and uses; “Not one size fits all.”

There is the question of  “What is valuable?”

Autonomy versus The Law

What is voluntary? Who is self? What is regulation / rules? 

In the discourse there is Kant: heteronomy, autonomy - versus - Rousseau: social contract.

But the collective process produces laws made for the group. There is “professional autonomy”; eg. for the Chemical Producers; the concept of “voluntary” means government sets the target, and the company goes beyond compliance. 

However, with deregulation in the ‘90s, monitoring and enforcement capability for the environmental area was hard hit (Environment Canada was cut 40%; Environment Ministries in many provinces also.)

There are reasons to follow norms, for example, in criminal law. There are external and internal constraints. 

Assumption: if self regulation is to prevent government regulating, a momentum will build to crystalize certain norms.

Voluntary Negotiated Agreements

Voluntary initiatives should be negotiated agreements where all parties enter in and subscribe to the norms. 

Collectivities of corporations are about process; communities are about outcomes. 

Voluntary agreements offer the freedom of creativity in the process to set codes. 

The disclosure of information and the capacity to process and use it are the real issues.

Compliance is never purely voluntary. Take a systems perspective (see chart). There is a range from non-compliers - to short term voluntary compliers - to long-term voluntary compliers.
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Commitment, Compliance

There are a series of different constituencies. 

The purpose of monitoring is to police, to learn, to foster commitment; eg. the Tar Sands project – to learn from difficulties and mistakes. 

There is a difference between perspective and perception.

Every federal department must annually report on its sustainable development progress to show its implementation of policy compliance. Sustainable Development Indicators for Canada are reviewed by the Auditor General.

Motives, Consequences

Industry groups and associations influence the inevitable government regulation, but not for creativities and best practices. The bottom line in contrast to the leaders’ market is motivated by self-concern.

Government regulation doesn’t have to stifle creativity; eg. the Chemical Weapons Treaty was creative. 

Technology is the driver.

There are a variety of consequences; eg. government imposed/ market consensus/ shareholders expectations/ law.

Standards, Mandatory Reporting

There is a need to agree on standards; a corporation can’t set them alone. How then? 

If regulations are written prescriptively by government, lawyers try to close the loopholes. But if they create “flexible standards” it is often better in the implementation.

There are good examples of both voluntary and regulatory regimes. The G8 look at the role of government in corporate sustainability. They use typologies and a range of policy instruments in eight sectors.  Environment ministers and governments have the capacity to link in systems, and combinations. eg. France makes mandatory corporate sustainability reporting. 

A corporate habit is to define “cost” related to levels of implementation. But what is valued by different communities? There is diversity within communities regarding perspective versus perception. 

It is a question of “What is required?” to produce desired outcomes. The end result should meet policy objectives.

We need regulations for 100% database coverage.

Compliance

We should admit that with Voluntary Codes there will always be a percentage of non-compliers. There is a degree of “perfect capture” versus “imperfect capture” of public goods. Minimize the “free riders”. 

Is today’s self regulation tomorrow’s non-voluntary norm? What are the drivers? – money, profits, public values?

Financial disclosure requires a wider framework of regulation, accountability and compliance.

This provides a ratcheting up of the standard.

Accountability

We need accountability for all sectors, for industry, charities and NGOs as well re: economic and social performance.

But we need to promote market fairness.

Who is “we”? “What do we want?” What is the goal? Are corporations only like David Korten’s “cloud watchers?” or part of the community too? 

There are auditors; who audits the auditors?

Multi-Stakeholder Processes (MSPs)

One way to reflect diversity and ensure inclusiveness in accountability is to consider macro- mezo- and micro-levels of multi-stakeholder processes and mandates.  

One example of a MSP is the Special Exploratory Project of the Canadian Biotechnology Advisory Commission (CBAC), which is trying to create an “Acceptability Spectrum” through a very multi-stakeholder dialogue process at national level, which may have implications at other levels; eg. to advise on creation of policy instruments. 

Overarching Goal

We need a glossary of definitions. They can trap us. What are we talking about? What is the prior question? 

The purpose or goal is to move all corporations to green status.

Value “sustainability”.

Sustainability is a process and outcomes; eg. distributive justice. 

Green, grey, brown is not sustainable.

Do good / do no harm – there is a wide degree of difference.

Criteria

Jurisdiction is important; international agreements / national or state standards are required as a preliminary to compliance. Voluntary initiatives should be included to achieve a higher international standard.

Can ethics be a driver? a criteria? Can a corporation be a community?

Regarding criteria for success, the issue is “are relevant stakeholders reasonably satisfied?” understanding 100% satisfaction is not attainable.

Focus on outcomes and track people directly affected by the direct impact on the ground.

B] Considering Ethics: Given that ethical self regulation is characteristically described as voluntary:

i) what do voluntary approaches offer that legislated standards do not?
ii) what is voluntary about voluntary self regulation?
1. Synopsis

The discussion then shifted to the second side of the cube, to focus on ethics. It began with a comment on satisfaction and moved to transparency, “rightness”, and who were the stakeholders, including shareholders, and whether there is a hierarchy of relevance. 

There was an examination of benchmarking, indicators, criteria, metrics. Capacity of communities, corporations and governments were mentioned, along with trade-offs, consequences, public confidence, and communications. Concerns about accountability in global partnerships, North/South impacts, disconnects among constituencies, and the multiple layers of involvement were named. 

A good deal of time then was spent on talk of motives, cooptation, autonomy, differentiation, licence and making the business case. This line of pursuit included ethical underpinning, accountability, transparency, consultation and participation, collectivity, public involvement, reputation and profits.

The focus moved to sustainability and so-called triple bottom line accounting, which requires societal change, short-term, long-term perspectives, metrics, costing, quantitative and qualitative indices. Consideration of goals, targets and impacts was required. Compliance, voluntary or otherwise, was related to environmental protection, labour rights and standards, capacity building, evaluation, multi-stakeholder groups.

Defining ethics, leadership, development, culture, inclusivity, sustainable communities and values were the next topics. Forecasting, benefits/risks, verification, and models for success led to further discussion of motivation, the business case, self-interest, defining economics, bottom lines, rights and stewardship. A triangle model of success was described.

Measuring results required targets, monitoring, policing, ranking, performance testing, priorities and trade-offs, all in the contexts of time and space, generational equity, sectoral success, geography, and availability of resources in a systemic world. All agreed commitment was key, and sustainability was the paradigm. 

2. Discussion:
Transparency 

Ethics is not about keeping all stakeholders happy. We have to be careful if this is the criteria. We have to be transparent about how we decided who should be happy – some may not be happy. It isn’t always the corporation at the head, or some other group.

We don’t want a framework that says that all stakeholders should be satisfied, but that declares “what is right?” It is more important to be transparent as to the reasons decisions are made. 

Stakeholders, Shareholders

Stakeholder paramouncy is a dilemma. Shareholders may be dissatisfied. Who is most important? We need a process to define ethical/ political reasons for the choices made.

There is a hierarchy of stakeholders and degree of relevance; eg. in British Columbia indigenous versus non indigenous rights and concerns have different weights. The important thing is trying to find an equilibrium, to satisfy each in proportion to their interests.

Benchmarks, Indicators

The issue of benchmarking with respect to success includes; quantity and quality benchmarks; local and national interests. Social impacts may have significant subjective indicators. We need the capacity to know what is best. 

Capacity

There is the problem of the stasis of governments, who don’t act.

The capacity to understand the trade-offs is important to the community.

The capacity to understand is time driven. It comes at a cost: for NGOs dealing directly with companies the cost may be delegitimizing government – which may ultimately undermine governmental process and public confidence as society moves to a greater non-expectation of government.

Criteria, Metrics

As criteria from the perspective of those in advocacy, keep regulatory frameworks as part of any negotiations. 

The only way you can tell if you are satisfied with performance is if you compare it to criteria or you have metrics or a baseline; including  two subsets: transparency and metrics.

Impacts

It is essential to look at the global context; unless there is an intentional partnership there can be a disservice. When North and South interests and communities are involved, Northern NGOs, even in their well-intentioned advocacy, are sometimes seen by those affected as having closed the door on the South. 

The global dimension is very important. Build communication and accountability globally; assess impacts of all stakeholders on others.

In the Canadian context, when the big boys move in with campaign funding, local community becomes irrelevant.

It is not just corporations that are green, gray and brown; there are disconnects in constituencies that can have a huge impact on a larger group. Check who is consulted. There is often a disconnect between ENGOs/Churches and grassroots activists, who may sometimes claim a “cloak of moral rectitude”.

Consider the variety of players involved – levels of governments: local- provincial- national- global.

Remember that with European and often American insistence in negotiations on labour and environmental standards the motivation is often protectionist. Just because they co-opt NGOs doesn’t make it a good process.

Ethical Criteria

Few corporations just do things by themselves (for altruism or sustainability). Criteria for voluntary codes are needed:

eg. 
1) Ethical underpinning.

2) Differentiation – if they are not going to be treated differently from others, why do it? eg. different treatment from government. Bottom line impact is important as it is the health of the bottom line that makes it sustainable over the longer term.

3) Public involvement – there has to be consultation and participation to get credibility from the public. This is needed for sustainability. 

4) Transparency and accountability with timelines gives the right to operate.

We need to be clear what we mean by ethics. From the faith communities/ NGO side, there needs to be a commitment from the corporation to discern the ethical question. The problem is discerning what the question is.  In the voluntary approach, Ethics is important for the participants. It has an understanding of leadership, moral agency.  It needs a commitment from the corporation to reach out and ask partners into dialogue and a willingness to change.  From experience, where there has been past dialogue, there is more chance of success.  

One of the first criteria is to clearly define the question and that there is a willingness to change.  

Culture, Community

Regarding culturally sensitive things and the issue of the notions of “progress” and “development” (as in, “do we want to be like you?”), the goals may not be shared. The problem is that the corporation doesn’t understand cultural reality. It needs to understand the different dynamics.

Community (see Neil Postman) means people who are willing to sit down and negotiate their values; that is, sustainable community of which business, NGOs are a part.  Be careful about the term “community.” Seek “the ethical moment.” 

Is there a difference in corporate community from other community?  There is a sharing of values. Criteria for success is the extent to which the employees feel that they share values with the corporation. I would include integrity and authenticity.

Differentiation, the Business Case

Our company values sustainable development and sought to enhance its reputation through a sustainability policy,  believing there was value in differentiation, that would: give greater access to markets; expedite permit processes; create greater confidence of government; give competitive advantage in new products. But did we actually realize anything?  Did we get an advantage?  Lack of success of differentiation causes a problem for the company, hence the movement toward collective approaches.  It’s a good concept, but hard to demonstrate

It would be great if businesses were motivated by ethics.  More important is the business case for doing the right thing. This is related to investors, treatment from government, etc. in a systemic context.  Public involvement is a way to reinforce legitimacy. 

The concept of triple bottom line needs to be raised.  Businesses need to make money, but also social and environmental bottom lines.

There is a strong business case for corporate ethical standards. Self-interested behaviour can be a driving force that has done good.

Sustainability, Triple Bottom Line

As we move to a more sustainable world, the triple bottom line will make the difference. The problem is measuring.  How do you prove triple bottom line is important? especially at the cocoon and chrysalis stages?  There is uncertainty and confusion around metrics and triple bottom line.

Triple bottom line is confusing – how do you integrate all that information? How to get the metrics?

My student has applied triple bottom line to other measures.  The way we are going to move into a sustainable society is through societal cultural change.  

Even for a trained economist triple bottom line is confusing. The problem of the financial bottom line is short term, and elements of longer term are not currently taken into account.  Without best practices and reputation you will not survive.  Corporate profit statements should be robust enough to include other factors.

What is the first bottom line? Economics is more than use of natural capital, competition and shareholder maximization. There is a difference between competitive advantage and quarterly return.  If a firm’s orientation is towards human capital, etc, that is a different approach than just a focus on the bottom line. You just don’t take for granted a single vision of the bottom line.  It will make a difference in how the company views stewardship.

Costing is a problem. How do we factor in the whole economic framework (oikonomia) into financials alone? We need to factor in social and environmental cost; we don’t have the costing right.

Quantitative & Qualitative Indices

Use the Human Development Index (HDI – also see Prescott-Allen). We must use quantitative and qualitative (including narrative) measures as indices of success.

Also, work being done on the GPI (Genuine Progress Indicator), and the Environment Index being developed by the National Round Table on Environment and Economy (NRTEE) are promising. The United Nations has a well-advanced model of Indicators for Sustainability.

Labour Rights and Standards

Criteria for success is in North/South terms from the perspective of advocacy groups. One of the key goals in the labour standards area is to create a way that people can organize to protect their own rights. Example: after a struggle, and a Fair Wear campaign, an agreement between The Bay and a garment factory in Lesotho; the company’s response was not protectionist, but was to stay there and work together with the community. Now the government comes in to enforce labour standards. It looks like unions may be formed; the company will abide by local labour standards. 

We don’t want companies pulling out, we want them to work together with unions, labour. We can see codes as a way to build specific local response - institutional capacity building, creating space for labour to organize.

Voluntary Initiatives

Sharing an experience: in response to the climate change and greenhouse gas problem one participant was involved in setting up the National Voluntary Challenge Registry. (VCR). It required participating corporations and governments to report plans and emissions annually.  Now the issue is how can we demonstrate the impact of the program. Can we measure value added of the VCR? Can we compare results achieved to “business as usual”?  Was there an improvement? The very concept of “business as usual” is now hard to change.  With VCR we were unable to adequately tackle it.  But with a multi-stakeholder group you work to achieve consensus.

Re Kyoto – The VCR is not a success yet. Canada is not on track. The question is what’s the goal? What’s the target?  What’s the program impact? (or What are you trying to achieve and against what?  Are you trying to show the success of a program as opposed to what might have otherwise happened?)

Benefits/ Risks, Criteria for Success

Can we reach success?  What are the ways in which we can fail is the real question. You are actually choosing a new set of problems. There are different ways things can succeed or fail. There can be unanticipated externalities.  An open participation process can be costly. Benefits versus downsides is a better way of looking at it, rather than how we can be right. Anticipate how things can go wrong – make choices.

Success is a continuum, not an end point.  Situations can change.  Success indicators can change over time. Make forecasts and verify assumptions.

Paradigms that are inclusive are possible; if criteria are static, they become impossible. We are working on hierarchy of criteria with some corporations – eg. triple bottom line, externalization/internalization of costs, stakeholder satisfaction. 

Model: A  triangle with the apex at the top – (success includes both process and outcome).  

Lower band is to minimize harm – with self set measures of success, criteria to survive – this is the corporate level.  

Middle band is area of doing no harm.  Move beyond compliance and minimizing harm to actually doing no harm – this is the sector best practices level. 

Apex is to do good – this is the international, sustainable level or realm. 

The criteria is to meet all three bands.  The idea is to move up the hierarchy of decision-making in a mature society.

Go beyond the company to the sector association. Experiment with environmental and social bottom lines, see the weaknesses, improve.

Measuring Success

First measure results, then measure success.  Results are a multi-scale approach; eg. in time and space; output and outcome level and impact. You may be successful on one scale not on another. You can use those results to see if they constitute success from a multi-stakeholder perspective.  Note the importance of monitoring, policing, purpose.

Time is also important as a generational equity issue.

Is success sector specific?  If we agree there are a certain number of stakeholders - shareholders, employees, customers - after that, the environment is a key factor for the resource sector.  Clearly we need to consider success on a sector by sector basis.  (eg. retail / sweatshops; financial institutions; insurance.) Also on a geographic and a world-wide scale. Success needs targets. No success at large depends on success in specific defined sectors.

There are some sectors to which environment is more important – but we don’t want to segment.  All are important (economic/social/environmental). We are in a systemic world.

Ranking is also important.

We have to recognize that “rights cost”.  Trade-offs are involved – sometimes with government resources.

Commitment to Sustainable Development

It’s not just about “economic development”.  The experience of an inter-governmental activity – CAMMA (Spanish acronym re: Mining Council of the Americas) - showed the impressive commitment to sustainable development in Latin America.  The definitions, criteria, priorities, evaluations and means are different in Canada but they are committed to performance testing, comparison with companies, labour involvement in minerals and metals industry.  (see IMME – International Mining and Metals and the Environment, MMSD - (Mining and Minerals for Sustainable Development.)). The point is it is definitely a cultural challenge.

Considering Codes: C]  Are the usefulness and efficacy of self regulation limited?  If they are:

i) 
what are the boundaries?

ii) 
what are the components or elements of effective self regulation?

iii) 
are those boundaries and components likely to vary with economic or socio-cultural environments?



iv) 
what motivating factors are required for success?

1. Synopsis

Points covered in this part of the conversation ranged from capacity, research and social responsibility, to partnerships, good governance, criteria, value added, and self regulation. There was a considerable probing of equality, inequality, poverty reduction as a goal, level playing fields. 

Contrasting leadership with free riders, green performance with lowest common denominators, positive and negative   impacts, short term, long term and continuous improvement, led to discussion of enabling environment, climate of certainty, incentives, consistency, and choice. Also described were multi-stakeholder relationships and socio-political impacts.

2. Discussion:
Capacity

It seems the assumption is that corporations have the capacity to do a lot of this. This should be explored.  There is a research component that has not been explored also. Given the use of consultants there is a disconnect with the various structures. Two questions: Do they have the tools, technology and capacity? and What is the social responsibility of research?  Who has the responsibility to do research as a component of sustainable development?

Partnerships

What is the potential for partnerships between government, the private sector and academia?

a) re the issue of poverty reduction; and b) re sustainable development?

Consider ODA (Official Development Assistance): there is a need to build good governance for FDI (Foreign Direct Investment), and it should be invested locally so that people look after themselves as contrasted to the gift approach. Take a business approach to poverty reduction.

There are different standards for measuring success. Is poverty reduction a criteria for success? What is value added? eg. company costs: do they support local suppliers?

Equality, Inequality

Is self regulation capable of creating a level playing field? Can voluntary regulation alone do it? What about “free riders”?

The playing field must be tilted where you want to go.

We need to watch language: use caution with the term “partnerships.”  In two studies on strategic alliances, 50-70% of cross-sectoral partnerships failed. “Level playing field” among unequal partners becomes the lowest common denominator. But there are some cases where free riders are not necessarily a bad thing.  Sometimes it is better to have free riders for a while as leadership develops.

The question is “How do you get there with only voluntary self regulation?” eg. with the Federal Investment Protection Agreement (FIPA,) the US Government was disadvantaged (“or not – its a matter of perception”). With lowest common denominator mining regulations everybody suffers. Green companies will force others to the higher levels.

Research shows that American business has not been badly impacted by the Anti-Corruption Act.

Enabling Environment

How can governments support companies doing CSR, by creating an environment enabling change?

Bilateral treaties create somewhat a “climate of certainty.” With the FIPA, civil society, corporations and governments have a relationship and civil society members participate, as Canadian NGOs did in China.

But we need to see continuous improvement.

Socio-Political Impacts

Let me cite the case of the OECD experience of creating the MAI (Multi-lateral Agreement on Investment), which would have had perverse impacts on victims in the least developing world. The key issue is foreign direct investment (FDI) policy initiatives – and money not necessarily going where it is most needed.

Another example is NAFTA – to which civil society had an overall negative reaction. The consequences of public policy initiatives can translate into wider opportunities, and provide more choice in society. Over time this impacts the broader socio-political levels, eg. the demise of the PRE in Mexico.  

But why do we allow TNCs to continue extorting local communities by demanding incentives such as removal of taxes or other benefits? eg. mining companies in South Africa, demanding these incentives, but who are at the same time supporting the recommendations of the MMSD.  

Considering Ethics: D] Given the ethical focus of self regulation:

i) what role does ethics play in voluntary self regulation?

ii) what role should ethics play in voluntary self regulation?

iii) are the ethical standards of self regulation culturally relative?

iv) are corporations capable of ethical behaviour?

1. Synopsis

The deepening conversation now turned to attempts to define ethics, ethical underpinnings, ethical conduct, personal and corporate responsibility. Action, minimum performance to excellence, autonomy, enforcement, involvement, and commitment, were named for consideration. 

Governance issues included outcomes, goals, processes, values, perspectives, thoughts/actions, capability, rules, and restrictions. A long discussion of values for sustainability, greed, net present value/ versus future value, justice, human rights, and social ethics systems, resulted in more discussion of standards, transparency, stakeholder engagement, education, moral formation, law, multi-sectoral dialogue, and future legacy.

Suggestions for independent corporate ethics committees responsible for corporate ethics, and development of internal value systems, were balanced by the context of social norms, changing forces, diverse values, systems interaction. Applied ethics were related to sustainable communities, balance, options, justice, equity, solidarity. 

Why, it was asked, is this discussion happening now? Because of social need, limits to current models, protests, seeking new answers. Further distinctions were made re ethics/values/morals/laws. Discussed were ethical criteria, ethical behaviour, moral education, accountability, exclusion, and power. The triangle model of ethical hierarchies was described in more detail. Finally the business case for ethics, including competition policy and environmental standards pointed to the need for change through dialogue.

2. Discussion:
Ethical Underpinning

What is an ethical underpinning?

One of the workbooks used for new members of the Responsible Care Program sets up a chart (see resources) 

· Old ethics: 1970’s – do the minimum, defensive approach to regulation, assumption of product innocence, limiting product obligations, keep a low profile.

· New ethics approach: exceed requirements, lead public policy, implement precautionary principle, life cycle stewardship, do right and be seen to do right.

· Responsible Care code: all CEO members must sign off on it and attend meetings regularly.

What do we mean by ethical conduct?  Can we define it? 

Albert Schweitzer: “concern not only for one’s own well-being, but the well-being of others and society as a whole, and acting on it.” 

World Economic Forum produced a CEO statement - Action Plan for Corporate Responsibility. (Point of information: Arthur D. Little’s “Business Case for Corporate Citizenship”.)

Definitional point: It is not enough just to be concerned, but to act on beliefs.  There is a sense that all ethics involves self regulation or else it is sociopathic. Autonomy requires character, and self-control. It is the core.

Unsavoury characters do get involved without commitment. If genuine concern is not present, nothing will happen.

Definitions of Ethics, Personal - Corporate

Post Enron in the business press ethics has become honesty, integrity, declaring conflict of interest.  Honesty begins at a personal level, starting with individuals, CEOs, and then builds to governance systems of CSR (corporate social responsibility).  The question is how do you describe ethical behaviour?  

Ethics is something we are involved in together.  Not just a code, but a point of conversation, and discussion.

Ethics has to be framed in terms of the eradication of poverty, and creation of wealth, which is not meeting that goal. 

There is a dynamic quality to ethics – the idea of the ethical moment – when you have to wrestle with ambiguity. There is the need for social dialogue to resolve paradoxes. It is important to keep the distinction between not just personal, but social ethics as well, especially related to systems.  We need to encourage education and action, if we are going to do ethics in a way that it is useful. We should foster community-based encounters and provide places for moral formation – centres for moral deliberation and action – which is the spice to be articulate.

One of the components of ethics is transparency and the acceptance of standards.

Values for Sustainability

In  presentations to high school students on sustainability one participant stresses: The foundational values – like caring for each other, the Earth, the future – is one perspective, but is not enough. It requires a different way of thinking. We need to learn to think smart, but ultimately we need to put those rules into action.  There needs to be a connection between thoughts and actions. There is an ingenuity gap (to quote Thomas Homer-Dixon). We need simple rules for a small planet. But I don’t think we have grasped what we mean by ethics especially in terms of corporate conduct.

Recently in a side event at a WSSD PrepCom, the OECD Vice-Chair declared that his understanding of good corporate policies are, and should be based on greed. That is the underlying value of their Multi-lateral Guidelines on Business Enterprises. The participant challenged him as to other values such as solidarity, equity, environmental protection, sustainability and justice. He was adamant that greed was the predominant value and it was a very frustrating conversation. It is important to identify which values are articulated in any agreement on ethics codes.

(Ethics are a footnote on the 10 Commandments – particularly “Do not covet.”)  Are corporations capable of ethical behaviour? – Yes. But the formal corporate processes don’t allow for ethical behaviour or ethical decision-making. They are not autonomous entities. The question is whether they can care about the future.  There is a disconnect between net present value and future value.  Future really presents a problem.  Longer term future consequences are an intrinsic part of ethical decision making.

Justice

If we consider that justice is distributive and commutative, and consider the whole set of issues around rights and obligations, common good, environmental stewardship, individual and collective virtue, these will be drivers for stakeholder engagement. To make ethical decisions would include these concepts. But the processes don’t allow for it. I don’t think corporations have processes to take in these elements.  They need to bring these values to the table and make them part of it.

Human Rights

All of the questions being posed have a generic ethical underpinning. And have a part “no” answer!  To get us out of the conundrum the human rights set of answers are relevant here.  Although people now speak of the concept of privatized human rights, there is a core set of criteria, some that are universally applied, others that are specific to the context.  This might get us away from the “no” answer.

Let us accept there are existing universal human rights. (See Tom Donaldson – social contract theory.)

Stakeholder Engagement

Consider public input, and stakeholder engagement. Is corporate dialogue manipulative?  Are corporations capable of community dialogue?

The Ten Commandments versus Kant’s “categorical imperative.” That is, obedience to the law versus commitment to standards or conditions you set for yourself.  There must be a process prescribed to it as opposed to merely content. The paradigm of sustainability requires a process of dialogue among all sectors – economic, social, environmental, etc. There is the question of legacy - what do we want to pass on to our children and grandchildren?  We need to invoke the future and break down the barriers.  This is difficult to square with how we make decisions currently.  

Ideally corporation boards of directors should be required to have an Ethics Committee, with independent directors, that mandates the annual review and discussion.  This suggestion would create a forum for discussion of issues.

Ethics, Social Norms

Back to the question of can a corporation be ethical?  The answer is Yes, when it is in its own long term self interest.  What happens when there is a conflict? or the business case for ethics isn’t made?  If it is in its own self interest, is it really ethics?  

Like rules of the road, social norms change over time. For example, for such as the setting of the interest rate,  how does it affect capital, competitiveness?

A comment on the systems approach: there are other values shown around the world and people bring with them predilections.  Corporations can be extremely deaf.

The forces are really important; there are practical realities, and things change over time.

Just to clarify: there need to be values and norms. History informs values; where we want to go informs the future. Goals might include sustainable community, environmental protection, even mending creation. It is in the application that we encounter ambiguity

We shouldn’t be “ideological”. It puts the discussion in a small box. Look at the larger systems and how corporations interact with those systems.

Values

One value to consider is “equity”. What do we want to sustain? - options, choices, livelihood options - at optimal balance.  Equity becomes the way of creating options for one group without closing options for others.  If corporations behaved in that way, they could open opportunities for themselves without foreclosing sustainable livelihood options.

The World Council of Churches tries to articulate values as a basis for sustaining Earth Community. Values such as justice and equity. The value of solidarity is important – with others on the planet, etc.  This is very much a part of discussion about equity.  For example, one has to make sure that s/he is not contributing more than her/his fair share of greenhouse gas emissions.  If we don’t value solidarity, we’ll never get to equity.  

There is agreement on the element of solidarity in the definition of ethics.

Need for Ethics

Why is this discussion happening now in the world – what has happened that has resulted in this type of discussion? It is that people have a pressing social need and decided we have to?  There are limitations of conventional moulds of the 20th century and traditional approaches.  We were compressed into legislative mode.  Outside of the legislature, people are creating conversations. There is an organic recognition of limitations of models. They are overflowing into the streets. 

We are all trying to cope in our own ways with a world we can’t understand.  For example: where is moral education taught today? That is, the creation of ethical answers to moral dilemmas. Instead, values clarification is what is taught today. What we are taught to do is respect others values – not make an ethical decision. Make a distinction between ethics/ values/ morality/ the law. Ethics is process and product. Morality is what you learn at your mother’s knee. Mores are culturally determined, generational;  you can have a different right and wrong.  Ethics are not culturally determined. They are cross-cultural and cross-time. They can be set as criteria for appropriate practice. There is a difference between ethics and mores. Are corporations to be held accountable to ethics?

Does a corporation respect truth, honesty, life, the democratic process?  To refer back to an earlier concept:

Model: of 3 levels of a triangle, where corporations can move up a hierarchy of ethical behaviour.

1st level - self-interest;  

2nd level - the corporation is willing to look at itself at a higher level;

3rd level - accountability to a broader set of standards.

We are all seeking answers in world that is topsy turvy.

Internal Value Systems

Organizations need strong internal values system. Can any corporation survive without a value system?  Government is preoccupied with this.

If the business case for ethics is made right, there is room for voluntary regulation. But you can’t count on it – without constraints.

This has relevance for competition policy, environmental standards, in a wider scope.

Power and Exclusion

Activists organizing around the G8 meeting demonstrate there are other views. If we are going to have change it will be through dialogue. They are taking it to the streets. In the context of power dialogue it is crucial how dissent gets expressed. Example: the Canadian government refusing accreditation of journalists with alternative perspectives to the Kananaskis site.  People are angry about exclusion, and not having a voice.  There is an urgency. There is a power element.  Where you are on the bottom rung of the ladder is important.

 (Resumed discussion after break)

3. Synopsis

Moving back to the practical side of the cube, the group delved into the questions of boundaries, including disclosure, peer pressure, mutual aid, minimum requirements, compulsory participation. It took up mechanisms, drivers and motivators, in civil society, media, and government. Behavioural change and survival were mentioned, as were monitoring, rigour, ratcheting up, policing, trust, and reporting. Incentives and the role of media and consumer pressure for disclosure led to comments on databases, prerequisites, and global protocols. 

Boundaries needed to be negotiated, even amid uncertainty, with accountability, ownership, and effectiveness in mind. Defining success meant interim measures, steps, standards and process standards, including substantive dialogue, outcome monitoring, within multi-stakeholder processes. These processes required terms of engagement, inclusivity of a diverse range of stakeholders, dialogue processes, consultation and capacity. Examples were given of benchmarking performance, matrices, metrics, and standards. 

Specifically mentioned were creating a sustainability culture, addressing North/South inequality, and making the business case for accountability, transparency and inclusiveness. These required ethical standards for corporate ethics, reflecting social benefits and risks, the cost of responsibility and/or failure, corporate liability. 

It was mentioned there are also positive incentives and negative disincentives to move in the direction of transparency, information disclosure, participation, evaluation, and verification. 

An example of applied CSR (Corporate Social Responsibility) highlighted the commitment, conduct and transparency of some corporations, and the difficulties with data limitation, independence of verification and community versus technical criteria, as well as how to define ethical standards. 

Finally the role of business, its purchasing power and who risks / who benefits were mentioned.

4. Discussion

Boundaries

What boundaries apply?  What are the motivating factors for success? What is the environment that has to be in place? There were earlier suggestions of drawing boundaries of internal value systems, competition policy and environmental standards. 

Last night’s guest speaker said: Self regulation can work if there is peer pressure for standards for disclosure.  Example: TSE changes in 1995 for guidelines on corporate governance (14 questions).  There is pressure year after year – at least that disclosure pressure is there – creating a minimum requirement.

Peer pressure is crucial.  In our program there are weekly leadership group meetings, looking at overall performance and mutual aid. There is compulsory attendance of participating CEOs.

Why is there a sudden lack of boundaries? What are the boundaries to stakeholders?  How far do they have to go? What are the new boundaries? In a period of uncertainty, corporations are looking to negotiate boundaries. In the 3rd stage of the triangle, what does it mean to do good and what are the boundaries to that?  Should companies take on all the demands of the world?  Traditionally creating wealth is a good thing…now increasingly they are being held accountable for that wealth and its application once it has been created. 

If the corporation is basically a closed system, What does it mean for corporations to do good?  eg. with the ICMM (International Council on Mining and Minerals) and international agreements, what are the Global Protocols? There is all kinds of work to be done.

There is recent work on boundaries. Real life is uncertain. We will have to live with uncertainty rather than try to get rid of it. Boundaries are not permanent and will change as we understand them better (“Rethinking the Fifth Discipline” by Arie Flood). Employees, customers and clients all have ownerships, – expanding ESOPs (Employee Share Ownership Plans) of the old days (“The Ownership Solution” by Jeff Gates). Also many have Pension Funds.

Mechanisms, Drivers, Motivators

Peer pressure is crucial but not sufficient. It takes an adequately resourced civil society; the media to keep the dialogue going; and government involvement.

Great metaphors! We need a variety of mechanisms to cajole companies to do the right thing.  Whether ethical or self-interested, their behaviour can be tilted through numerous drivers. We are hearing about government framework conditions, mandates from customers, demands of the citizenry, investment community, employees. What we are really talking about is a society where the direction of change is such that corporations will naturally do the right thing, otherwise they won’t survive.

Noting the success of the Sullivan Principles in anti-apartheid campaign in South Africa, we should be: ratcheting up the rigour over time of what is required; creating an organization that will monitor businesses; and move up standards.  Begin at a level that is feasible and then move up.

There must be motivators to ensure commitment. Move from a government regulatory regime to see self regulation as a cheaper way to police business. There also needs to be some degree of trust for self regulation to work.  If the reporting regime becomes so burdensome, there will be a disincentive to “rat yourself out” and move to the upside of self regulation.

There can be positive and negative incentives. Example: Fair Trade label coffee – The Coffee Association of Canada agreed to pay more, in order to prove a niche; and pay a licence fee with an advertising benefit.  Activists developed a “Buycott” not a boycott.  One company refused to deal with them, and demanded the licence fees be waived and they would join the coalition in Canada. So student groups used negative pressure. In the US Starbucks gave in to negative pressures – two weeks before Seattle.

Disclosure, Role of Media

We should also include the role of, and incentives for the media. Canadian Business Magazine had an article on “Good and Bad Boards in Canada”.  Also the top 50 companies in Canada.  All of this highlights the accomplishments of good companies and gives positive publicity.

In Canada there is not the same degree of investigation journalism as elsewhere.

There are degrees of disclosure and responsible care. The willingness to disclose factory locations by Nike came from pressure from UofT students concerned about sweatshops who made disclosure their requirement, using the Sullivan Principles.  Universities said if you want to do business with us, then you have to have a code to disclose factory locations.  The call for disclosure is key in this area.  The Ethical Trading Initiative in Britain publishes general reports. In Canada, with the Commission’s support, and using the Canadian Manufacturer’s Association database, the UofT students got the suppliers to disclose. So if the information is out, then there can be pressure.  It is a prerequisite.

Defining Success, Effectiveness

What do we define as successful and effective?  It isn’t a success to simply get companies to sign on to codes. O’Rourke shows this in his critique of monitors of sweatshops. These are interim steps, not ends to themselves.

Regarding the concern about “the good being the enemy of the best”, there are examples of when NGOs support certain indices, and what was originally developed by industry is incrementally turned into something effective. Taking the first step is a trust issue.  Sometimes standards set by NGO’s are unrealistically high.  They don’t embark on baby steps when they could become fully fledged adults over time. The new ISO standards for CSR (corporate social responsibility) are entirely process, not substantive outcome-based obligations, and so NGOs shoot them down. The new ISO CSR for Multi-Stakeholder Dialogues is a way of having a substantive conversation that could lead to substantive obligations.

We might want to track the difference between process and outcome monitoring.

In industry we need and want metrics, for accountability and transparency. Defining it as part of the business case is part of reducing uncertainty and risk, at the end of the day. The process must be based on inclusiveness of the whole, to better capture the common good, and to have the ability to manage through cycles. The definition of success of the implementation has to come from all parties at the table. 

Multi-Stakeholder Processes

In the garment worker and food sectors we have seen that multi-stakeholder processes sometimes do work.

Conditions for engagement are usually set too low.  Invited stakeholders to the GMI (Global Mining Initiative) had to consider that they took the risk of being used as window dressing for bad programs. They set terms for engagement, such as standards on marine tailings. 

To be truly multi-stakeholder processes it can be difficult to find the necessary range of stakeholders. But there have been successes like the World Dams Initiative. Also, Placer Dome convened an intensive and productive multi-stakeholder Benchmarking Project which was diverse and comprehensive and adequately resourced. This produced a “card deck” matrix for measuring sustainability practices.

Government often sees consultation at the back end, when it’s too late. They should get us involved in front end dialogue.

The “level playing field” idea is appealing but it is frustrating. Regarding North/ South, it is starting with a very unlevel situation from 500 years of digging holes and building it up.  Is it within reach?  You must look at the historical issue.

With sustainable mining we are trying to tackle cultural change. We are starting to develop a sustainability culture. Because we are trying to capture public values, it is having those effective dialogue processes that is important.  We talk of “communities of interest” as opposed to “stakeholders.” There is a capacity issue at the corporate level, community, and NGO levels.

Ethical Standards

The Ethics Practitioners Association – teachers, consultants, etc.- have been grappling with ISO standards that don’t have an ethics component. Could we inject ethical standards into ISO?  There is a group in the US looking to creating new ISO standards with an ethics component – a set of corporate ethical standards for corporations.  People who are doing this have a very legalistic approach. There is a cost to “doing good”.  With shared ownership, they have a responsibility and an obligation to communities and the environment when they “do bad”.

Social Benefit, Costs

Also, we could benefit as a society if legal advocates pushed the envelope a little further. Obviously a corporation is not responsible for everything…but they can go further; eg. they could solve a water problem for peanuts. Make a local problem go away if you can.

What about if there is an eco-disaster, and the company goes bankrupt (as happened in the Yukon and a mining company walked away)?  PDI’s Sunshine Mine was a good example where they incurred the cost, even if their shareholder net earnings went down. The Canadian government estimates there are 1100 orphan sites. 

Some governments insist on a broader responsibility for corporations: eg. US “SuperFund”.

People should take responsibility when times are good and bad.

Communities don’t design mines; it is those who made the decisions that should be accountable for failures in design, waste, etc.  Corporations protect themselves to remove liability.  Placer Dome bought back shares of a failed silver mine. That can be esteemed as an ethical act; they acted completely responsibly.

Information, Transparency

Information is critical to transparency, particularly what information and how it is used. Some organizations set themselves up as judges; eg. ethical investment funds, whose criteria may or may not be fair. There has to be input beforehand, not just negotiation of final results.

TCCR (the former Taskforce on the Churches and Corporate Responsibility) did a blind study of eight major Canadian companies professing high levels of corporate responsibility re: their “Commitment, Conduct, and Transparency.” It was based on company’s own information provided about their own policies and programs and performance. The results were publicly announced at a press conference during Canadian CSR Week. The rankings (based on 139 indicators and benchmarks) were revealing – 2 mid-level, 2 just passing and the rest of the group way below the passing mark. 

They verified as much as they possibly could, using two independent rating companies. They had to take some at face value. 

This led to dialogue: what do we need to be doing better?  A few said we don’t care, but for the most part it provided a good tool to look at gaps in goals in contrast to performance. So much is being expected now.  

Don’t let the perfect be the enemy of the good. EthicScan has been involved in socially responsible funds. The database has limitations, and the criteria established can be problematic.  They don’t do all funds; don’t screen government bonds, or equities. There is a loose definition of “ethical”. It is not a perfect science.

The criteria should be: in the community - “good information, self-verifiable”; of the mine site – “approved by the community.” Specs and technical standards are often misunderstood by the community.

Role of Business

Is the business of business business?  Although not trying to suggest that business can solve poverty reduction, as linked to other sectors, they should recognize that they are one possible mechanism and there are millions that could have purchasing power.  Not to take on more, not to overload responsibilities. (See “The Mystery of Capital” by De Soto – re: debt capital.)

What about risk? Neighbours take the risk – others get the benefit. 

IV. 
EVENING PROGRAM: 

Case Study:

“Canadian Militarized Commerce and Human Rights” - study of  Talisman Energy Corporation and Sudan.
Note: A representative of Talisman was invited to participate in the retreat, but declined.

Also Note:  (Corruption in the American Public Officials Act – didn’t have time to be presented by Wes and Bill.)  

1. Synopsis

The presenters, Audrey and Penny, who were members of the Harker Mission sent by the government to Sudan in 1999, covered issues of the governance gap, human rights, zones of conflict. They referred to CSR, audits, verification, monitoring, independence. They named criteria like go/no go; stay/go. And they addressed funding for monitoring, voluntary codes, NGO participation, external pressure, and public processes.

The Power Point presentation showed the basis of the study on Talisman’s activities as a member of the consortium GNPOC, along with the Government of Sudan, producing and selling oil from the oilfields in Southern Sudan, in the midst of a protracted civil war.

Governance Gap

The presenters focused on “the governance gap” as it applies to corporations doing business; i.e. human rights versus humanitarian law applicable to zones of conflict.

2. Some highlights
Definition of “complicity” – that used by the International Peace Academy.

What defines a conflict zone? 

Using human rights standards what would constitute a “go / no go” for the company’s investments?

CSR

The company (Talisman) claimed it followed due diligence regarding the Sudan government’s use of $10 million in oil revenues to buy arms, by writing letters to the Government of Sudan stating their policies, presumably on corporate social responsibility, and their objections to human rights abuses related to the war. Their CSR Reports of 2001 and 2002 were audited by PricewaterhouseCoopers.  But who audits the auditors? and what exactly was audited, and how independently?  (Extensive analysis of PWC’s activity was also done by TCCR and others. PWC says it uses ISO65 as a professional standard.)

Monitoring Independence
Examining the company’s Voluntary Principles for Security and Human Rights they claim Amnesty International and others were consulted. But what kind of code and monitoring process were used? And was there independence as well as the appearance of independence?

Once a company is in a conflict area, if the problem continues or increases, there is the question of whether to go or stay?  How to stay?  How to operate?  Things can change over time.

Recommendation: That the company could contribute to a public fund to monitor and explore the on the ground situation. The Federal Securities Commission (FSC) could be responsible for such a fund.  However, in the absence of that, they could use a voluntary code developed by NGOs, who could act in an advisory capacity on code implementation.  They would be involved in setting the standard in the beginning. 

External and Public Processes

But in this case of oil production in the conflict zone of Southern Sudan a legitimate voluntary code is not applicable. There must be a multi-national agreement and enforcement, which might only be achieved through the intervention of an outside party – like the US.

In this case, whatever happens, we (civil society) should secure the gains we do make, and ratchet up scrutiny of corporate activity, creating a variety of monitoring and public processes to make visible the impacts. 

V. 
MEETING NOTES: SECOND DAY
Considering Roles:  

E]   Should the task of self regulation be left entirely to the private sector?
i) 
what is the role of government?

ii)
what is the role of civil society (e.g. consumers and NGO’s ) ?

iii) 
what is the role of business sector organizations ?


F] Given that ethical standards are frequently contested:

i) 
can voluntary or government systems accommodate the differing ethical norms of different stakeholders?

ii)
 if different hierarchies cannot be accommodated, whose norms should prevail?

iii) 
should self regulation focus on doing no harm? or on doing good?

1. Synopsis

The discussion reconvened for a second day to examine roles of various players, and the norms and systems that govern them. Debate ranged about taking a practical approach, starting with environmental impact, socio-economic impact, or taking an ethical approach, starting from a sustainability perspective, understanding boundaries, appropriate responsibility for social programs, environmental restoration, and risk.

Debate about appropriate models, triangle or matrix model, and how to address reversing harm as doing good, as well as facing future consequences of not enforcing ethical limits, led to identification of goals, standards, evaluation measures, continuous improvement, and social reporting.

Corporate citizenship, licence to operate, shareholder consent, practical limits, and compliance dominated the subsequent discussion. Concepts of the collective good, and sustainable communities were explored and challenged for their practicality, and the need to set a hierarchy of priorities, demonstrate leadership, evaluate and recognize good behaviour and improvement, social contribution, as well as market limits. 

The matrix must however, include rules, monitoring, regulation, trade-offs, and policy legislation. It should be based on justice and ethical action and the evolution of “doing good.” Government can provide support for self regulation, and establish appropriate responsibilities. The business mandate is based on sustainable economics, and includes process standards, and the naming thereof, stakeholder consultation, licence to operate, community justice, evaluation, measurement of depletion of capital, and externalization of costs. Full account analysis, including subsidies, and internalization of costs were named in light of stages of development, shareholder role, political impact, role of corporations, and global dimensions.

2. Discussion:

Practical Approach

Should self regulation focus on doing no harm or doing good? Whose norms should prevail? Can systems accommodate differing norms?

Why should a distinction between no harm or good play a pivotal role? The more practical decision should be left with the stakeholders.  It should be what needs to be done. Doing no harm etc. is academic. Most approaches are much more practical and in reality will depend on the situation. You would only look at that after the fact.

Many of those issues get lost. They are much vaguer and not in regulations or codes.  Example: In a study on Shell Oil, they focused their benchmarks on not doing harm, mostly to the environment - but they did not rate themselves on how they contribute to the economic development and wellbeing of communities and countries in which they operate, that is, their economic and social impacts.

But Placer Dome started in South Africa at the level of doing good. They instituted a health care program and HIV/AIDS awareness and prevention campaign.

Boundaries –Social, Environmental, Sustainability

This get back to the boundaries issues. What is the appropriate level of responsibility and what is going beyond? And is acting beyond commonly accepted levels appropriate?

We have been focusing on the social dimension.  Now focus on the environmental and sustainability dimension. Example: Interface Flooring (operates in 40 countries selling floor products) – CEO Anderson in the mid ‘90s committed to pollution prevention and now is a leader with a whole sustainability perspective.  He saw as the goal to

a) minimize the damage (harm) done to the environment; and 

b) eliminate emissions (except benign emissions.)  

He realized that was insufficient and moved beyond pollution prevention to environmental restoration.

The world has major problems. You can’t just focus on doing no harm.

Models

The triangle is actually a scale. A striking comment yesterday was that companies shouldn’t take gain without risk. Couldn’t we take the economic dimension into account and layer it into the triangle: add who benefits?/who risks?

I want to challenge the triangle model – it is not enough of a matrix. Actual practice is much more dynamic.

In the context of global warming and wealth disparity, to say you will be neutral and do no harm, is just not good enough.  We need to reverse it - to do good. The problem is how you go about doing that.  Everybody’s eye must be focussed on doing good, or what will we have left for our grandchildren.

Limits

Let’s take an ethical perspective. It has to do with limits. You can enforce and monitor doing no harm. An auditor can point out limits, saying don’t cross the line, you may not go below here, or else move here. On the other hand, doing good is limitless. Evaluation without a cap is endless. There is just no end; you can’t enforce and measure it. 

There can be a legal argument made whether corporations can or should consider other stakeholder groups beyond themselves and their shareholders. You should not get beaten up for not being a hero. While there is something to be said for acting with a certain high ethical standard, is going beyond a moral necessity?  If you set up the goals of the game so that you can never get an “ A”, it’s not very effective (no one gets an “A”).

How does that fit with continuous improvement?

There are limits to improvements.

Also, there is the question of limits in the case of big pharmaceuticals: do they make AIDS cocktails available at cost to Africa, or also infrastructure, etc.  How far does it go?  All this would be within the context of shareholder consent.

Social Reporting

There is a big debate among ethics officers on the subject of social reporting, internal compliance versus doing external good. or “When you think of self regulation you think of doing no harm.”  According to Friedman, in terms of process, there is an issue of implicit consent or requesting consent from shareholders.  Some companies tell shareholders what charitable contributions and endeavours they get involved in.  They make the business case. But if there is no business case for doing good, you’d have to let shareholders know.  

Corporate Citizenship

Lets bring in the corporate citizenship context – what is the requirement of a citizen? This includes the social contract and in the case of companies, licence to operate. Using the original concept of economics as oikonomia – the business of the whole household, as with families, the goal of economic activity is building a healthy household and a sustainable community.  What is to prevent corporations from doing good for the sake of doing good?  How else can they play a constructive role?  They are not there just to make money for its own sake.  We have to reclaim the notion of collective doing good.

Someone made as important statement earlier – start with doing no harm. Codes should rather focus on doing no harm, then open it and move beyond to do good. But the priority should be that they do what is required – and actually pay their taxes.  Companies often use “doing good” to mask “doing harm.”  The concept of hierarchy has some merit.

Evaluation

There are a lot of companies that do good and exhibit real leadership that we do not know about. It is hard to link it  together because doing good often cannot be benchmarked. We need to evaluate what corporations do in society already. As a society we need to abandon simply monetarist goals. Many companies are not even being productive in what they are supposed to be doing. For example much economic growth is calculated on speculative activity versus productive activity. 

We have to hold corporations accountable for what they are supposed to do, and we should honour those who go beyond for the specific and the exceptional.

A yardstick of continuous improvement can be used in daily operations, such as the wellbeing of employees. When you apply it to other areas, it’s very dicey. You can improve compensation, but you can price yourself out of the market.  The IMAGINE Campaign from the Canadian Centre for Philanthropy advocates 1% pre-tax earnings should be given to charity. Where does it stop?  

In banking, the return on equity is guided by the best performers – eg. Royal Bank sets its level at 18%; Mouvement des Jardins in Quebec, at 12% annual return – anything above they will contribute back to society. This sets a goal and a value of sufficiency.  It’s easy to focus on doing no harm.  They do good, just because it is the right thing to do. If they are out there with a banner it may be risky; they want to do it quietly.

Rules, Regulations, Policy, Legislation

We have really created a matrix here, not a cube. You could monitor doing no harm, how do you monitor doing good?  When do we legislate and use rules to require doing good? How can you regulate tithing? % of profit to charity? required community service? Certainly there are Good Samaritan Laws. But, intuitively, doing good is voluntary, doing no harm is regulatory.  

The experience in mining communities in Northern BC is different. In fact, the community’s loss (environmental, rights, etc.) is traded off by them through the regulation of the percentage of aboriginal hirings. It is not that the corporation just does no harm, they are regulated to do good. It is part of the company’s certificate or licence agreement and is legislated in policy. 

Back to Placer Dome – actually the source of the HIV/AIDS problem was from the mines. Mine workers who picked it up in the camps carried the virus back to their homes. Doing good is not just charity or the least of the balance sheet. It is a matter of justice. They must consider the vector and the receptor and their role in providing the source of the adverse effects. 

Voluntary Initiatives

In this instance of AIDS, there may be a lack of government regulation. But a voluntary initiative is needed – not just to do good. There is a distinction between should corporations do no harm, and providing self regulation support for doing no harm.  In governments we have a choice through votes.  But there is no consensus on what doing good means. It is more important to relate to yesterday’s questions (and we may be more able to find consensus). The more central question is: should corporations act ethically?

What is the distinction? We need to clarify. There is a time element to what doing good or no harm is and may change over time. Twenty years ago something may be seen as doing no harm, but today is understood as doing harm. Now it would be seen that doing no harm necessarily includes doing good – not just charity. 

Our sense of how responsibility should be allocated determines what is good. Example of recycling garbage – it used to be okay to not compost, now it is a duty.  These things are reconceived. There nothing inherent about our obligations but there is a change in our understanding and as the concepts evolve. How we allocate responsibility should be used to determine what we mean by doing harm and good.

Business and Sustainability

The purpose of corporations is business – that’s what is their charter, what are they good at.  Although there are stewards, wastrels and thieves, we can measure if companies are doing what they are supposed to be doing.  Auditors can measure wealth creation and what it means, net/net. To go back to the concept of economy of the household - as long as you are adding, building growing it is sustainable.  Theft and waste are not sustainable.

In order for Placer Dome to do business in South Africa there should be a fair return on that asset.  There may be augmentation or depletion; it should be measurable. There is also the issue of how the company has or has not contributed to community justice and social well-being. How has the company utilized those assets, or are they adding to them. That is a basic fair question. You can evaluate and measure against that.  

Wealth creation is what businesses are good at.  But what is wealth? They may say when confronted with a problem “we didn’t understand” and were just following “the smell of money.” We used to assume some things were just fine.  There is a need to also put on the balance sheets of companies the equal or enhanced stock of financial, natural, social and human capital. They shouldn’t deplete any of these. Then they will move to a stronger sustainability approach. Example: the Genuine Progress Indicator model includes calculating all externalities to see how well a company is actually performing.

The full account analysis is attractive – that it includes not just money and the definition of wealth is widened. Back to the purpose of corporations, of wealth creation: What happens when there is a failure? The problem of the benefit/risk model is that the externalized costs are given as a direct subsidy to the corporate profit structure.  Abandoned mines in Ontario are an unaccounted cost of the company – borne by the public.  

While they may not outright attack government, they say “we don’t need democratic regulatory structures.” Why do we continuously hear about lobbying for reduction of government bureaucracy? The problem with multi-stakeholder dialogue is often how some companies define their roles. The reduction of regulatory structures, safeguards and governance is alarming. Fish have more rights than people. 

Shareholders

Addressing the lower left of cube: there is a role for shareholders. By and large shareholders are institutions, pension plans or mutual funds.  Historically they have been very passive.  Shareholders can no longer vote with their feet due to high percentages of ownership of institutions.  However, they are starting to speak up.  They have a much more important role than in the past and are becoming more.  There is a role for them.

Process Standards

The do no harm or good dichotomy is not a practical distinction. Another proposed technique is the use of process standards. Many voluntary codes are process oriented – and go beyond just not doing harm. To plug the ISO CSR standards, they include a parameter of consultation with the stakeholders as a way of making social licence real for the corporation as they discover the impacts of their activities.  Then they say “we will address the problems” practically. Example: recycling – now virtually all of us do it – as the systems have become more convenient, easy and workable for us. ISO CSR creates a structured conversation.

A process standard accommodates varying norms and systems, but it has nothing to do with ethics.

It is a naming issue.

We should consider also stages of development of a country. In other jurisdictions there is often a lack of capacity and infrastructure. This discussion has to happen at the global level and the international level not just at the corporate level. We have to weigh responsibility. 

(Resumed discussion after break)
3. Synopsis

As they regrouped, the conversation intensified around public policy, role of government, civil society and corporations in sustainable development, including triple bottom line, capacity to participate, and norms. Questions of authority, global governance, regulation, minimum standards, transparency and independence, and international development occupied the next period, and the image suggested was a tapestry.

On the subject of accountability, participants named disclosure, evaluation, cost, access to information, influence of community and public monitoring. The role of banks and government was revisited, as were corporate public accountability and governance. The importance of power, capacity, and leadership were acknowledged in risk taking, in exercising government responsibility, and in multi-sectoral cooperation.

4. Discussion:

Sustainable Development, Public Policy

The context for the last part of our discussion is failures in public policy. There have been many changes in our society. “Doing good is in the eye of the beholder.” Good wealth creation results in rents, that in turn are invested in human capital. We are no longer collectively satisfied with just meeting our needs. The situation is improving and the triple bottom line concept, which includes natural capital, is heartening. It has a lot to offer and should help frame policy. Pricing (of externalities) through regulation should lead to true costs; eg. metals pricing does not reflect proper costs (externalities). How we get to sustainability is a journey, for which 3x-bottom line is a framework. 

There are limits to what corporations can accomplish. There are trade-offs between human capital versus natural capital versus financial capital. This means there is a huge role for government in setting sustainable development policy. The Government of Canada has no sustainable development policy or framework. The role of government is to balance trade-offs. Corporations can’t play their role without government performing their role. And civil society’s role is not resident in either corporations or government. It can be as agent of change. It brings a variety of expertise but needs capacity building to participate in monitoring.  This participatory role needs a system like ISO-CSR.

The best framework is triple bottom line. Self regulation should focus on the doing good end of the spectrum.

Have corporations concentrate on doing no harm first, then worry about doing good.

The earlier concept of about process standards is important. Norms are relative to time and place. You could enhance corporate capacity by government providing processes in place, ie. for CSR, to be referenced, where civil society can fit in, where capacity can be built.  

There is in fact a government obligation. Back to prior questions about meaning: what do we mean and understand by CSR? There is an overlap between the ethical/ and the practical; between a sense of good/ and bad. It depends on the locus of authority. As for the role of government, there are levels of authority. 

Global Standards

Global governance may be seen in the nine minimal standards of the UN Secretary General’s Global Compact with Business. The Commission on Global Governance stressed minimal standards at least on human rights, environment, labour, but without cultural relativism. eg. Owens Wiwa stresses the issues of power where multi-national corporations decide what they will do and further minimize the state or government. There is a difference between good and bad governance. It should avoid the social engineering element when doing good. ODA did but not with good results.  Start by avoiding harm (precautionary principle.)

International development should be funded by other member states through ODA, not through corporations or taxes. Dealing with each situation on a case by case basis leads to a patchwork quilt. 

It is better to have a tapestry of approaches.

This is the cutting edge versus the old way of doing things. eg. Monsanto tried monopolizing expertise, but lacked independent verification. This led to an outcry of public criticism. Enron invented a whole new way of accounting – look what is happening to them today. eg. There is also the issue of corporate funding for universities. Where is the transparency and independence?

Regulations, Disclosure, Monitoring

Regarding the big banks and CSR, doing harm is not the issue. They want good regulations and have learned to deal with the regulators. The regulators of the Ontario Securities Commission have evolved slower than the self regulating Investment Dealers Association who have brought in smarter and tougher rules more quickly.

Banks are creating Disclosure Statements including their social impact, such as bank branch closures; what special services they provide for certain populations; micro credit.  But the evaluative documents become hidden in the PR document framework. The influence of communities can be a wonderful step forward. An interesting thing to follow up.

Also, looking at roles, who pays for the informational costs of triple bottom line, such as the burden of shareholders’ analysis? Who will read it? Who will have time and be able and can afford to absorb that? To be meaningful disclosure should be kept manageable and not trite. How do we make the information capable of being assimilated?

There are different roles for companies and the public. The public role of monitoring should not get stuck or buried in information. They should be involved from the beginning in setting standards.  

Banks have been slow to recognize their social role, with the exception of the Grameen bank in Bangladesh, who began by tallying up the capital needs of 50 people and making micro-loans to groups. They provide professional economic resources at the village level, especially to women, with the condition that they must have no collateral.  They give loans to cover total capital needs for substantial change - $100 total! Within 6 months most loans are totally paid back. Micro credit applied across society, with a high payback rate uses banking as a way to change society. This is an example of how a bank can make a useful contribution. 

The strategic role for government (presupposing a sustainable development paradigm) is to develop strategies for transition to sustainability, and a shared vision. It is more than just tilting the playing field by using policy levers.  

Accountability

Looking at roles and CSR: 

a) There must be corporate public accountability, for example around big banking issues, money supply issues. Corporations want to be perceived as safeguarding the public interest and being good actors; governments, as safeguarding the balance of power. In the 18th century Scottish Enlightenment model civil society has the balance of power over state power. Now corporations’ economic power has overrun the needs of social wellbeing. We need to look at what corporate accountability mechanisms need to be.

 b) There needs to be theme of corporate governance and disclosure.

Where is the locus of power and decision-making, and the definition of what counts?

Multi-Sectoral Roles and Cooperation

In our Western society of today we are dealing with an economic system driven by individual choices.  Government has a role in responsibility to kick in when free market choices don’t work and don’t generate outcomes. (or when sometimes the adoption of a free market as opposed to the preservation of public goods can be a mistake.)  

Regarding tilting the playing field as a role of government: Who is best suited for the job? Who sets the bar? Government is not necessarily the most capable. But it’s how you set the bar, and how you provide leadership and the smarts in setting the bar that counts.  If one’s role is to innovate then you need to take risks. Government is incompatible with risk, eg. the Auditor General recently reprimanded them for it. But they can foster learning.  

Since Sept. 11, there is a greater expectation and government has gained more capacity to regulate. They can encourage CSR.  There is a concept of the “open kimono” – let’s expose what we need.  There is such limited understanding re the mining and minerals sector, governments need to learn from each other as well as from civil society and the private sector. NGOs involved in the Inter-Governmental dialogues of the WSSD process have led us to the common recognition that among industry, NGOs, and governments, the biggest barrier to agreements on sustainability are governments. The MMSD report asks how social responsibility can be done cooperatively.  

VI. 
CONSENSUS … DISSENSUS 

1. Synopsis

The report of the results of this part of the concluding dialogue is at the beginning of this document. What follows is a more detailed record of the discussion.

The group began to look back over its discussion to see whether or not there were some concepts or some language around which there might be convergence and started to test for consensus. Dissensus was interpreted as neither good nor bad.

The opening topic was triple bottom line accounting and revised systems of accounts. It expanded to the inclusive framework of sustainability, and possible measures and indicators. That was followed by licence to operate, corporate sustainability, responsibility and accountability, as well as mutual accountability. 

Ethical underpinnings, drivers, choice, explicit values as identified in the business case were named. The creation and process of change included a look at power, self, social and natural capital, and multi-stakeholder processes. Values, principles and definition of mandate as drivers, along with pressure, and ethical action were debated as drivers resulting in paradigm shift versus incrementalism leading to significant change.

A practical approach to ethics, ethical language, analysis of risk/benefit was called for. The power, responsibility, leadership and role of government elicited a good deal of comment around the need for good governance, laws, standards, evaluation, whistle blower protection, and accountability. Role of the private sector and NGOs was discussed as related to accountability, participation, compliance, governance and ethical behaviour.

Consensus was reached that “self regulation cannot be effective by the private sector acting alone.

The group participated in an attempt to create a diagram of their emerging vision. It included boundaries, space, operating principles, ethical dimension, executive action, moral agency, licence, inclusion, action, outcomes, accounts and need for more research.

Consensus was reached that there is a space for self regulation – some virtue in pursuing it, with some conditions. 

2. Discussion:

Do we sense that there is little consensus for definitions of the “doing harm / doing no harm/ ding good” continuum?

Triple Bottom Line Accounting

The accounts framework – triple bottom line; creation not depletion – holds promise. 

How do you monitor, keep score? The traditional accounting system doesn’t work well – we need a revised view of something that is good to pursue.

Sustainability

Under a sustainability framework, you would be more effective in some areas than in others. You would have measurements and would adjust indicators as they needed improvement.  

Convergence, not consensus – building around the concept of sustainability is converging.

Sustainability is a more appropriate concept in some areas than others.  Licence to operate is one. We have a multiplicity of terminology.

 Sustainability is the inclusive framework. It is more encompassing than CSR.

CSR - Corporate Sustainability Responsibility

Corporate Accountability
We seem to have agreed on the concept of corporate accountability, including accounting for process and outcomes and standards of disclosure. Is one component mutual accountability? How do you create a framework for it?

There isn’t a sustainable component in accountability.

What about corporate sustainability accountability? including: ethical, legal, philanthropic, economic, triple bottom line. In the UK they like CSR; in the US – uncertain; in the EU, it’s corporate citizenship. In Canada it could be CSR - corporate sustainability responsibility; or corporate accountability. Accountability can look at the whole picture.

Ethical Underpinnings

Can we name or not name ethical underpinnings and values to sustainability? Are they necessary? Can they be drivers or part of the business case, as a process to lead corporations beyond self-interest? That is, if you name ethics will you scare away the corporate sector? Is it important to name or not?  

To progress so we have to name ethics?

Yes, if we can choose to deal with corporations with ethical underpinnings versus strictly external drivers.

Yes, if self-interest is rightly identified and understood in the business case.

Yes, make explicit a set of ethics and values by which you run your company. Through doing that it is what you are ultimately going to be accountable for.

Drivers

It is not always necessary to “name” ethics. Naming shouldn’t get in the way of doing.  eg. So what if people don’t have any ethical reason for recycling garbage. All that matters is that they are doing it.  Create space for conversation that is process based. Then agree to work from first principles. What do we want? What is the goal? – the creation of positive change. Some people become more ethical in the practice of doing. Companies do good by doing right. Ideally it would be good if actions flow from ethics, but pragmatically it may not be feasible.

We are talking about a corporate context. Can you compare individuals to corporations?

There has to be something operating other than self- interest. 

There is self-regarding and other-regarding. Whose interest are you attending to? Self must be in dialogue with other voices. Those voices are a proxy for social capital and natural capital. Therefore can we agree on the need for Multi-Stakeholder Processes?

What is important is not the underpinnings but the other drivers – and what values underpin them. Who defines the mandate? At the end of the day you need consumer/government pressure to act ethically. It doesn’t flow from ethics.  Self regulation comes about due to external changes.

If we have to choose, we should move to the drivers. My preference is a framework where principles are acknowledged.

Ethics

If we put ethics in the sustainability discussion, we are setting up a tension between self-interest and ethics and by that we are setting up a barrier. It would be better to leave it implicit. 

We need a practical way of getting at ethical issues.  The self-interested and the others need to communicate; a   discussion that is structured would introduce ethics by expressing interests, without actually naming ethics. 

You shouldn’t have to import a new language to bring in ethics. 

Values are not ethics.

Power and Change

The reality is power is what speaks. There is a self interest. We are not examining the values in the business mandate. He who asks the question determines the answer.

Pressure must be developed and brought to bear; it allows people to act voluntarily.  

Was there some consensus around incrementalism – value in one step at a time? The first step may be a process; it has merit. It can be effective and lead to further movement, but sometimes not.  Not sure about whether a business case can be made for doing the ethical thing….not sure if there is consensus.  Some say ethics are extrinsic to business case.

There is now a considerable body of evidence for the benefits of these other ethical factors.

We are in deep waters, with serious global environmental and social crises. Incrementalism can’t provide a good enough solution fast enough.  We need a whole paradigm shift.

Although it is a weaker statement, perhaps incrementalism is a good thing in some circumstances.  Ultimately, paradigm shift is required, a different form of capitalism.  Remember the Interface Flooring case. There are different speculations on how we are going to get there, through power speaking loudly, or transformation, or authority, but significant change is necessary. We must “influence” toward enlightenment.

AGREED: The Group prefers “significant change,” not “paradigm shift.”

Governance Framework

Moving to the last three questions on the cube: The role of government is to create a framework for voluntary self regulation; to provide leadership and to set standards and provides incentives to raise the bar.

The point about leadership and what does that include - exercising or demonstrating it? Governance includes: ensuring a process for standard setting; an evaluative function; the function to convene a process.  

Do we agree there is an important role for government?

One is to provide whistle blower protection for company employees.

There is a point at which we need standards and create incentives. There is an expansive role for government.

Let’s focus on the narrower.

There is legitimacy of voluntary initiatives of businesses that have an ethical dimension. Government and its power equalizing role creates space for the corporate sector and for civil society, and to create a lot of potential energy.  Government as equalizer and guardian.

Self regulation

Our purpose was to discuss voluntary initiatives of corporations that have an ethical dimension.  The answer seems to be yes: there is recognition that:

a) governments are not completely levellers;

b) corporations are capable of doing something;

c) there is a reverberance from society for more need for accountability from those with power.

We are creating a new notion of governance – shared responsibility – where corporations only work with government and in collaboration and dialogue with civil society. 

Government can catalyze this. A law to require reporting on this legitimates it. There can be substantive implementation of, for example the ILO Conventions.

NGOs must answer where they get their power and be accountable as well.

There is a need and space for voluntary and corporate sectors to be involved and a need for corporate self regulation.

AGREED: a consensus that: Self regulation cannot be effective by the private sector alone. 

3. Creating a Diagram

The facilitator commenced drawing a space and defining boundaries – how the space was going to be filled was the next discussion. 

Government role could be honest broker; to set standards, to catalyze, evaluate, facilitate, legitimate.  

Who is the ensurer of the space – the protector of the space? Government, corporations, civil society? All? Yes.

What are the principles in the operation of the space: intention, moral agency, participation, disclosure, 

mutual accountability, engagement, inclusion, capacity.

In the old paradigm self interest is at the centre. The ethical dimension is the recognition of inclusion - that participants need access and capacity for full and meaningful participation.  One criteria is that somebody needs to take executive action.

That’s the moral agency dimension. Notion that the corporation has a responsibility to fill the space – which might be a licence to operate.

It just can’t be a talkfest. It must have a priority on action.

It is difficult trying to define outcomes.

The accounts concept could be developed further.

There is much good NGO research outside the academy which could be referred to.

New challenges in the 21st century require innovative governance. There is a sense of urgency, implications for all sectors of society. One aspect could be voluntary initiatives with ethical dimensions. Do we have consensus to encourage a system of reinforcement of this type of behaviour and make the business case for it?

The licence to operate creates a space to operate.

Not recorded except in annotations to the diagram was a major group discussion on outcomes (not necessarily pre-determined): of sustainability; morality; definition of inclusion; definition of wealth creation; sense of obligation; elements of the social learning process; innovation.

AGREED: consensus that: there is a space for self regulation; there is virtue in thinking this way 

    (with some conditions.)
(Refer to diagram: suggested title: Rounding the Triangle.)

AGREED:

A Diagram would be designed incorporating fundamental concept that emerged from all the different perspectives.

(Note: this was done through a separate series of interchanges and produced and distributed in October.)

VII.
 APPENDICES

A. Discussion Framework Cube - *attach separately

B. List of Participants  (Biographies of participants were circulated prior to the workshop/retreat.)

David V. J. Bell: dvjbell@yorku.ca  / Professor in Environmental Studies and Director of the York Centre for Applied Sustainability (YCAS), Toronto

Avie Bennett: abennett@firstplazas.com  / Chair of McClelland & Stewart and Chancellor of York University, Toronto

Frederick Bird: birdfb@vax2.concordia.ca  / Research Chair in Comparative Ethics, Department of Religion, Concordia University, Montreal

James P. Cooney: jim_cooney@placerdome.com  / General Manager, Strategic Issues, Placer Dome Inc., Vancouver

Wesley Cragg: wcragg@schulich.yorku.ca  / Gardiner Professor of Business Ethics, Schulich Business School, cross appointed Professor,the Department of Philosophy, York University, Toronto; and chair of Transparency International.

Hevina Dashwood: dashwood@chass.utoronto.ca  / Assistant Professor, Politics Department, Brock University, St. Catharines, Ont.

Michael C. Deck: michael.deck@ca.pwcglobal.com  / Director of PricewaterhouseCoopers Global Risk Management Solutions, Toronto

Glenda Ferris: gferris@bulkley.net  / Environmental Activist, focus on mining, rural Northwest British Columbia

Richard T. Haworth: haworth@nrcan.gc.ca  / Assistant Deputy Minister, Mineral and Metals Sector, Natural Resources Canada, Ottawa

Douglas Horswill: doug.horswill@teckcominco.com  / Senior Vice-President, Environmental and Corporate Affairs, Teck Cominco Ltd., Vancouver?

Norm Huebel: nhuebel@sympatico.ca  / Ontario Regional Director, Canadian Chemical Producers’ Association, Mississauga, Ont.

Moira Hutchinson: m.hutchinson@utoronto.ca  / Volunteer, Ethical Trading Action Group and TransFair Canada, Toronto

Joy Kennedy: jkennedy@web.ca  / Consultant on ecological and corporate responsibility issues, Toronto 

Elizabeth LaRegina: elaregina@schulich.yorku.ca  / PhD program at Schulich School of Business, York University, Toronto

John LeBoutillier: jlebouti@intellium.ca  / Chair of Intellium Technologies Inc., member of Canadian Democracy and Corporate Accountability Commission, Montreal?

Donald R. MacKay: mackay@focal.ca  / Executive Director, Canadian foundation for the Americas (FOCAL), Ottawa

Audrey Macklin: audrey.macklin@utoronto.ca  / Associate Professor, faculty of Law, University of Toronto, Toronto

Kevin McKague: kmckague@schulich.yorku.ca  / Consultant to business and civil society organizations, Toronto

David Nitkin: david@ethicscan.ca  / President of EthicScan Canada, Sessional Professor of Business Ethics, Schulich School of Business, York University, Toronto

Gordon R. Peeling: gpeeling@mining.ca  / President and CEO, The Mining Association of Canada, Ottawa?

David Pfrimmer: dpfrimme@wlu.ca  / Director, Lutheran Office for Public Policy and Director of the Institute for Christian Ethics, Waterloo Lutheran Seminary, Sir Wilfred Laurier University, Waterloo. Ont.

Alisa Postner: alisa.postner@dfait-maeci.gc.ca  / Trade Policy Officer, Investment Trade Policy Division, Department of Foreign Affairs and International Trade, Ottawa

Kathleen Priestman: kpriestman@piac.ca  / Research Analyst, Public Interest Advocacy Centre, Ottawa

Mark Schwartz: mschwartz@wharton.upenn.edu  / Lecturer of Business Ethics, Legal Studies Department, The Wharton School, University of Pennsylvania 

Penelope Simons: penelopesimons@sympatico.ca  / Visiting Scholar, Faculty of Law, University of Toronto, Toronto

Naresh Singh: naresh_singh@acdi-cida.gc.ca  / Director General for Governance and Social Policies, Policy Branch, Canadian International Development Agency, Ottawa

Bob Thomson: bthomson@web.ca  / Consultant, founder and former Managing Director of TransFair Canada, Ottawa

Kernaghan Webb: webb.kernaghan@ic.gc.ca  / Chief of Research and Senior Legal Policy Advisor & Chief of Research Office of Consumer Affairs, Industry Canada, and Facilitator, online Voluntary Codes Research Forum, Ottawa

Howard R. Wilson: Wilson.Howie@ic.gc.ca  / Ethics Counsellor, Government of Canada, Ottawa

William Woof: wlwoof@golden.net  / PhD candidate in Philosophy, York University, Toronto

assistant: Ran Goel  /  graduate student, now at the London School of Economics

C. List of Voluntary Initiatives and Corporate Codes

Compendium of Codes of Conduct and Instruments of Corporate Responsibility, A collection of influential standards, benchmarks and resources for developing corporate codes of conduct, 2002, prepared for the Voluntary Codes Research Group by Kevin McKague. (All the 78 documents are on the CD which was distributed, with a list of Contents, as well as on the website. It was suggested there should be linkages to Canadian sites from the website.)

Others named:

Various experiences with Voluntary Initiatives and Corporate Codes were described by participants. Some of them are listed below, with comment: 

BC Forest Industry Standards: certification - multi-stakeholder process; reporting; indicators; system; but as the BC Government is gutting the Forestry Ministry, the system and community involvement decreases.

Benchmarks for Measuring Business Performance; Principles for Global Corporate Responsibility: The Taskforce on the Churches and Corporate Responsibility (former – now KAIROS, Canadian Ecumenical Justice Intiatives.), against which 8 Canadian companies were measured for Corporate Social and Environmental Responsibility; Commitment, Conduct, and Transparency.

Canadian Government Voluntary Codes Project: Definition: “a set of non-legislatively required commitments agreed by parties to influence and control behaviour, consistently applied.”

Eco-Logo program: goal was to affect public perception and credibility, but based on corporate self-interest and can be manipulated. 

Ethical Trading Action: Fair Trade Coffee; has become highly visible and successful in Canada.

The Forest Stewardship Council (FSC): an international program with regional chapters that certifies sustainable forestry management practices, with labelling, enabling retailers and consumers to distinguish between products and select those produced through the use of sustainable practices.

GRI – Global Reporting Initiative: sets out some fairly comprehensive standards and benchmarks; is gaining popularity, especially with those who signed on to the UN Global Compact.

ILO (International Labour Organization) Standards; and various Conventions: which cover many aspects of work, workers’ rights, multinational enterprises and social policy.

ILO Convention (No 160) on Indigenous and Tribal Peoples: seen in combination with the Draft International Declaration on the Rights of Indigenous Peoples.

I

nternational Code of Conduct for Canadian Business: used by the Canadian Government, gives principles with no enforcement capability; especially concerning investment in oil production in Sudan. 

ISO 1400 and Social Accountability 8000 (SA 8000): commonly subscribed by Canadian companies.
ISO CSR – ( just launched): a process-based code for corporate social responsibility.

Mining Minerals and Sustainable Development (MMSD): newly released plan for measuring sustainability in that industry globally.

OECD Guidelines for Multinational Enterprises: a significant initiative, but some question about the values on which it is based.

Placer Dome Inc. Sustainability Policy: - one company’s attempt to benchmark its sustainability performance.

Rugmark: certification system to prevent child and forced labour.

Responsible Care Codes of Practice:  Chemical Producers Association; rigorous, mandatory compliance of CEOs. 

Sullivan Principles: used successfully in anti-apartheid campaign in South Africa.

Transfair Canada - Apparel Industry Code; also Wear Fair Campaign.

UN Secretary General’s Global Compact with Business: many multinational corporations are signing on to the principles; there are few criteria and no enforcement capability, but it sets a platform for CSR.

UN Declaration Against Corruption and Bribery in International Commercial Transactions: now work is proceeding on an International Convention against Corruption.

VCR – Voluntary Challenge Registry – national voluntary initiative to lower greenhouse gas emissions.

D. Resources

Additional resources provided for this workshop included:

The Research Team:

“Ethics Codes: The Regulatory Norms of a Globalized Economy”,  Principal Investigator, Wesley Cragg; Co investigators: Harry Arthurs, Margaret Beare, David Bell, Craig Scott, Carla Lipsig-Mummé, Tom Wesson, Mark Schwartz, Neil Shankman, Interdisciplinary York University SSHRC Project, April 1998.

Margaret Beare: 

“Critique of a Compliance-Driven Enforcement Strategy: Money Laundering and the Financial Sector”, a project working paper.

David V. J. Bell

i) “The Role of Government in Advancing Corporate Sustainability”, A Background Paper prepared by the Sustainable Enterprise Academy, York University, for the G8 Environmental Futures Forum (EFF) in Vancouver, March 2002.

ii) “Voluntary Codes and the New Sustainability Paradigm”, forthcoming.

Frederick Bird

“Good Governance: A Philosophical Discussion of the Responsibilities and Practices of Organizational Governors”, Canadian Journal of Administrative Sciences, Vol. 18, No. 4, pp. 298-312

Wesley Cragg: 

i) “Human Rights and Business Ethics: Fashioning a New Social Contract”, Journal of Business Ethics, Vol. 27,  Nos. 1-2, pp. 205-214.

ii) “The U.S. Foreign Corrupt Practices Act: A Study of Its Effectiveness”, (Co author, William Woof) Business and Society Review, Vol. 107, No.1,2002, pp. 98-144.

iii) “Stakeholders, Corporations and the Public Good: Stakeholder Theory and the Ethics Case for Business Ethics”, Business Ethics Quarterly, Vol. 12, Issue 2, Jan. 2002, pp. 185-214.

iv) “Ethics Codes: the regulatory norms of a globalized society?”, in Pluralism and the Law, Arend Soeteman (Ed.), Dordrecht/Boston/London: Klewer Academic Publishers, 2001, pp. 191-223.

v) “Reasoning About Responsibilities: Mining Company Managers on What Stakeholders are Owed”, (Co author Allan Greenbaum), Journal of Business Ethics, forthcoming.

Mark Schwartz:

i) “The Nature of the Relationship Between Corporate codes of Ethics and Behaviour”, Journal of Business Ethics, forthcoming.

ii) “How governments can encourage corporate self-regulation”, A project working paper.

Kernaghan Webb (Ed.):

i) “Voluntary Codes: Private Governance, The Public Interest and Innovation”, Chapter 1, Introduction to the Concepts and Issues”, forthcoming.

ii) “Voluntary Codes: Private Governance, The Public Interest and Innovation”, Chapter 14, Voluntary Codes: Where To From Here?”, forthcoming.

Other Contributions:

Diana Bronson,

“Notes for a Presentation to the Canadian Democracy and Corporate Accountability Commission”, Rights & Democracy, Montreal, June 6, 2001

Audrey Macklin & Penelope Simons:


Research Proposal to the Social Sciences and Humanities Research Council (SSHRC), on “Canadian Militarized

Commerce and Human Rights”, 2001

David Pfrimmer


“Corporate Responsibility in Social Development”, Canadian Council of Churches

Canadian Democracy and Corporate Accountability Commission,


“The New Balance Sheet: Corporate Profits and responsibilities in the 21st Century”, Final Report, Jan.2002

Environment Canada, 

“Evaluation of the Accelerated Reduction and Elimination of Toxics Initiative (ARET)”, April 2000

European Parliament,

i) Working Document on the Green Paper on Promoting a European framework for Corporate Social Responsibility, by the Committee on Employment and Social Affairs Rapporteur: Richard Howitt, 5 Feb. 2002

ii) Draft Report on the Commission green Paper on Promoting a European framework for Corporate Social Responsibility (COM(2001)366 – C5-0000/0000-0000/0000(COS), Committee on Employment and Social Affairs, Rapporteur: Richard Howitt, 5 March 2002 

Global Compact Policy Dialogue,


“Recommendations of Transparency Working Group to Address Problems in Zones of Conflict”

Publish What You Pay Coalition,

i) “An appeal for global responsibility through financial transparency headed by George Soros and Global Witness”

ii) Press Release, “George Soros and NGOs call for rules to require corporations to disclose payments”,    13 June 2002

E. Other Resources Named: 

(not a comprehensive or annotated list – see Compendium, which is in process of being updated.)

Prescott Allen, “The Well Being of Nations”

Canadian Business Magazine, article on “Good and Bad Boards in Canada”.

Chemical Producers’ Association, “Responsible Care Manual”

The Conference Board of Canada, The Canadian centre for Business in the Community, Imagine, The Canadian Centre for Philanthropy, “The Corporate Social Responsibility Assessment Tool”, April 2002

De Soto, “The Mystery of Capital”  

Thomas Donaldson, “        ”, re social contract theory

John Elkington, “Cannibals with Forks” – SustainAbility, UK

A. Larry Elliott, Richard J. Schroth, “How Companies Lie: Why Enron is Just the Tip of the Iceberg”, 2002

Thomas Homer-Dixon, “The Ingenuity Gap”

Arie Fludd ,“Rethinking the 5th Discipline” 

Jeff Gates, “The Ownership Solutions” 

GPI: Genuine Progress Indicator – see GPI Atlantic – model of integrated indices 

Human Development Index (HDI): see Human Development Reports – UNDP, 1996…a model to integrate triple bottom line into a single index.

KAIROS, “Commitment, Conduct, and Transparency” – Taskforce on the Churches and Corporate Responsibility, Toronto

David Korten,  “When Corporations Ruled the World” 

____________,“The Chrysalis Economy” 

Arthur D. Little, “The Business Case for Corporate Citizenship”

Murray MacAdam, “From Corporate Greed to Common Good: Canadian Churches and Community Economic Development”

Dara O’Rourke, “Monitoring the Monitors” –– on his website

Neil Postman – “(something on communities)”

Business and Human Rights website – with a * Canadian link.

www.sustainabletoronto.ca    - re: sustainable development

www.weforum.org/corporatecitizenship  - re: standards 

www.schulich.yorku.ca
www.schulich.yorku.ca/ssb-extra/businessethics.nsf
www.transparency.ca    - re: Transparency International

The online Voluntary Codes Research Forum is a listserve facilitating discussion about environmental, human rights, consumer, worker, corporate social responsibility, business ethics, and other voluntary initiatives, of interest to government, private sector, non-governmental officials, academics, and others.

http://www.strategis.ic.gc.ca/SSG/ca00973e.html  - Voluntary Codes Research Forum - To subscribe to the online Voluntary Codes Research Forum, contact Kernaghan Webb at: webb.kernaghan@ic.gc.ca
http://www.strategis.ic.gc.ca/SSG/ca00962e.html  "Voluntary Codes: A Guide to their Development and Use" 

http://strategis.ic.gc.ca/SSG/ca00880e.html  the Evaluative Framework for Voluntary Codes, a summary of a symposium on Voluntary Codes, and executive summaries of research on voluntary codes.

Canadian Office of Consumer Affairs, online "E-Commerce Consumer Standards Solutions Forum", the online "Corporate Social Responsibility and Standards Forum," the online "Consumer Standards Information Forum for the Americas", or the online "Consumer Research Forum" 

F. Timeline Chart * attach separately
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