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Introduction
This conference affords the opportunity twelve years on, to re-examine the Interfaith Declaration of International Business Ethics
 and ask if the assumptions on which it was based still hold true. It is also an opportunity to discuss what part codes, which  based on widely acknowledged ethical values, have played in the encouragement of economic enterprise and wealth creation across frontiers and cultures. Some ethical challenges facing those engaged in cross-cultural wealth creation in the next decade will also be suggested.
It is proposed to consider – albeit briefly – five aspects of the topic and conclude with the challenges.
The five aspects are:

· The economic context when the Declaration was published and how it compares with the situation today.
· The development over the twelve years of international standards for business behaviour.
· The effects of highly publicised business scandals in the last 10 years on the efficacy of corporate ethics policies and codes of practice.

· Are the core ethical values common to the three Abrahamic religions on which the Declaration was based being used or need amending? 

· Is the use of the relationship (stakeholder) model for applied business ethics used in the 1994 Declaration still relevant?
Context

The discussions that led up to the publication of the interfaith Declaration on International Business Ethics (IDIBE) took place in the United Kingdom and Jordan between 1989 and 1994, (there was an enforced delay from 1990-92 following the Iraqi invasion of Kuwait).

In those years, the movement toward international economic integration was well established and elected politicians had to answer questions regarding what was seen as a threat to national sovereignty – in other words, increasing dependency on other nations for their economic wellbeing.

In spite of these concerns, the integration process has accelerated.  For instance the European Community, which incorporates a customs union, has continued to enlarge with accessions in 1995, 2004 and 2007.  There are now 27 member states compared with 12 in 1994 when the IDIBE was issued.  Other economic groupings such as the North American Free Trade Association (NAFTA) (1994) and the Caribbean Community (CARICOM) are examples of regional trade agreements. In January 2007, more than 200 such agreements were in place and notified to the WTO
.  Their purpose is to enhance the conditions for increasing the economic well being of the people in their regions.

Some indication of the extent to which world economic integration has accelerated over the last twelve years can be gauged from looking at the UNCTAD statistics for foreign direct investment (FDI) covering the years before and after the Declaration was published set out in Figure 1. Changes in the volume of global trade over the same period also point to acceleration in the integration of the world economy as anticipated in the Introduction to the 1994 declaration. See Figure 2. 
Figure 1
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Figure 2
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This acceleration has been made possible by the activities of increasing numbers of multinational businesses. Their head offices are located all over the world (but mainly in the West) and their ownership too, is widely dispersed. Increasing numbers are quoted on more than one stock exchange. While stating that they respect the laws of the different countries in which they operate, most are finding it necessary to espouse some core values which can be used to guide their employees and ensure consistent behaviour whereever the company operates or where the owners (shareholders) reside.
Not only have trends in world integration in economic activity accelerated in the last twelve years, but so has the application of science, particularly in electronic data and retrieval systems. This has made possible information transference at a speed and breadth unforeseen when the Declaration was published. Information is one essential element in the successful working of a market-based economy and its availability has been one driving force in the growth in wealth creation throughout the world.
International standards
National governments have reacted to the internationalisation of economic activity to protect their own interests and those of their citizens. One focus has been to address the problem of corruption in its various forms both at home and overseas. One of the early examples was the passing of the US Foreign Corrupt Practices Act in 1976. This forbade US companies operating anywhere in the world from offering or receiving bribes involving foreign officials. 

But national governments began to look to the long standing intergovernmental bodies to set standards of conduct for multinational corporations. The discussion at first centred on the OECD which had been formed in 1960 by the more economically advanced states and was known for its statistical and coordination services. The agreement on common concepts and principles on which to base international economic activity led in 1976 to the adoption of the OECD’s Guidelines for Multinational Enterprises
. Since then there have been some revisions and a major one in 2000. The Secretary-General in his foreword to the Guidelines, said: 

“…the revised Guidelines for Multinational Enterprises are an example of the type of multilateral instrument that will be used more and more to set a rules-based, values-based framework for globalisation “.
 
The guidelines are now referred to by governments and corporations as a benchmark of good practice. A number of corporate codes of ethics make reference to them as a basis of their codes. Their obvious limitation was that the guidelines were only espoused by the 33 member governments and seven other countries.

As global economic integration accelerated, a number of international codes and guidelines were issued by public and private bodies. Some focused on particular issues such as corruption while others were aimed at a specific economic sector. Often they were written in response to a scandal i.e. the Defense Industry Initiative on Business Ethics and Conduct
. Others like the ILO concentrated on one of the constituents of business: labour and their human rights. Standards around environmental preservation and enhancement also began to appear.
United Nations
At the start of the new century, the United Nations responded to suggestions that it was the right body to extend the work of the OECD into a global context. For the first time it decided to involve corporations as well as governments in assisting it to produce some basic principles for multinational behaviour. This became known as the Global Compact which started with nine principles covering Human Rights, Labour Standards, and the Environment. In 2004 a tenth Principle was added:

 ‘to work against all forms of corruption, including extortion and bribery.’ (See Table I).
Table I – The UN Global Compact’s Ten Principles

Human Rights

Principle 1: Businesses should support and respect the protection of internationally proclaimed human rights; and

Principle 2: make sure that they are not complicit in human rights abuses.  

Labour Standards

Principle 3: Businesses should uphold the freedom of association and the effective recognition of the right to collective bargaining;

Principle 4: the elimination of all forms of forced and compulsory labour;

Principle 5: the effective abolition of child labour; and

Principle 6: the elimination of discrimination in respect of employment and occupation. 

Environment

Principle 7: Businesses should support a precautionary approach to environmental challenges;

Principle 8: undertake initiatives to promote greater environmental responsibility; and

Principle 9: encourage the development and diffusion of environmentally friendly technologies   

Anti-Corruption

Principle 10: Businesses should work against all forms of corruption, including extortion and bribery.  
Companies (and organisations) all over the world are being asked to signify that these voluntary Principles are a basis on which they do business operate worldwide. In January 2007, 2900 larger businesses in more than 100 countries had signed up to the Principles. In doing so, they provide some assurance that they operate on the bases of the core values and standards.
What those who issued the Interfaith Declaration in 1995 had in mind was well enunciated two decades later by the new Secretary-General of the United Nations, Ban Ki-Moon. In endorsing his predecessor’s work on the Global Compact, he stated that: 
“Business Practices rooted in universal values can bring social and economic gain”.

The existence and acceptance of international guidelines and standards has generated a demand for methods for assurance that standards which are espoused are being followed. One of the more comprehensive that is widely used is the 1997 Global Reporting Initiative (GRI). Their revised ‘G3’ Sustainability Reporting Guidelines published in 2006 tend to be principles-based as opposed to compliance ‘box ticking’
. 
Core Ethical Values

The values that underpinned the original Interfaith Declaration were drawn from a review of the way ‘transactions’ were addressed in texts of the sacred writings of the three Abrahamic (monotheistic) Faiths – Jewish, Moslem and Christian. They were (in English):
· Justice (fairness)

· Mutual Respect (love, consideration)

· Honesty (transparency, openness)

· Stewardship (trusteeship, accountability).
The first three of these are found in preambles to most corporate codes of ethic. The fourth, stewardship, seems peculiar to religious–based codes. It implies that some form of accountability will be required for how wealth in its many forms, is used.  A ‘judgement day’ of some sort is either implied or explicit in the literature of most religions. Secularists avoid apocalyptic references; they concentrate on here-and-now responsibility (which implies accountability) to ‘society’. The auditing profession is based on this concept. In this respect the stewardship value seems to be sustainable in spite of the fact that it rarely appears as a core value in corporate codes.

Trust
Should the list be enlarged? If it were, the strongest candidate would appear to be ‘trust’.  
The case for its inclusion would include  that it is a much quoted corporate value. Indeed it is one of the most used value words in the preambles to corporate codes of ethics. Since the IDIBE was published, it has been the subject of considerable discussion; for instance, Francis Fukuyama’s book on the subject in 1996
 rekindled both academic and media interest in the topic. The business world has not been exempt from the debate. In national and international polling surveys devised to try and gauge who is trusted most and least in societies, business leaders have consistently featured in the bottom third. But there appears to be a significant difference in the way that the trustworthiness of business is perceived in different parts of the world. For instance, one international polling organisation regularly asks questions about trust. Its survey conducted in 2006,
 showed that 60% of opinion leaders in the developing world trust business while the corresponding figure for developed world was 47%.
Stated values of corporations
One noticeable feature of the last twelve years in Europe and to a lesser extent in the US, is that large corporate businesses are basing their ethics policies on both business and ethical values. In 2003, a review of 25 Chairman or CEO’s preambles introducing codes of business ethics
 showed that the most commonly mentioned ethical values were:
Responsibility     Integrity

Honesty             Highest (ethical) standards


Respect
      Trust

Transparent
      Fair

A similar review in 2007 found the five most common words used to describe ethical values were:
Integrity        

High(est) standards of ethics


Honesty/honest               Trust/trustworthy

Responsibility/responsible

It seems clear that if these random samples are an indication, then these values are now becoming ‘norms’ and form the basis of many corporate values and ethics’ policies.  In a recent lecture, the group chairman of the HSBC bank stressed the importance of a values-based corporate policy in these terms: 

“…for companies to achieve sustainable profits growth, they need to underpin their business model with a set of values that are embraced in every aspect of their business and which will gain public respect………A culture of values is essential to long-term success.” 

Although the use of these value words is common, there are few if any examples of them being related to religious faith. However, in predominantly Moslem countries, the link between faith and values at the work place tend to be more explicit. Two examples from the Muslim world illustrates the point.

The Malaysian Code of Business Ethics

In 2002, the Ministry of Domestic Trade and Consumer Affairs in Malaysia issued the Malaysian Code of Business Ethics, known as the Rukulaga (Standards Code)
. Its compilation involved Muslims, Christians and Hindus, as well as secular organisations such as the Chinese Chamber of Commerce and Industry.  The Introduction contains this statement:

“The more advanced a nation, the more sophisticated is the trickery and deception found among its traders. The solution to this problem is……… the creation of a more moral and ethical nation.”

The code is a collation of “the universal aesthetic values gleaned from dictums and belief of various religions, philosophies and cultures found within Malaysia”.  It consists of six principles governing business practice:

· Sincerity in business dealings

· Consciousness of responsibility towards customers, society and environment

· Geniality towards fellow humans 

· Moderation in business dealings

· Fair treatment of customers

· Zeal in business-building

An Appendix contains and explanation of the Principles of the Malaysian Code of Business Ethics drawing on quotation from the core documents of six religions or philosophies.  

Kuwait Petroleum Corporation’s Code of Business Conduct 

The Second example is that of a Code of Conduct recently issued by the Kuwait Petroleum Company (KPC) and associated companies.

The company is a large state-owned enterprise producing oil, gas and associate products mainly but not exclusively in the Gulf State of Kuwait.  It is in essence a company owned by the State of Kuwait (the Minister of Oil is the Chair of the Board) and unquoted on any stock exchange.

This code is based in core values.  The Introduction states that:

“ It (the code) is considered as a reminder to all employees as to the importance of upholding the highest standards of honesty and personal conduct in all matters concerning the KPC Group”

In a letter commending the code to colleagues, the CEO states that:

“In drafting it (the code) we have relied on basic principles of honesty, truthfulness, fairness, equity, integrity and the respect for people”
The first clause in the main text under the heading ‘Respect for Religious Beliefs’ makes this statement:

“The KPC’s policy is to respect the beliefs and religious practices of people of all faiths. It is therefore, the responsibility of each employee to honour the rights of others to practice their religious beliefs in dignity.”
A salient characteristic of these two examples is that their value base is firmly rooted in religion – a point rarely if ever made in code of ethics emanating from companies based in other parts of the world.

The Relational (Stakeholder) Model

A feature of the 1994 Interfaith Declaration was that it used a stakeholder model to describe obligations of a firm to its different constituents. An informal look at one hundred recently produced codes indicates that about half adopt this approach. Most of these also state that their code is based on values and principles. Others take the form of a guide to staff on specific issues. They tend to emphasise the need for their staff to comply with their policies. This works well where the issues are clear i.e. where there is a correct or incorrect way to handle the problem. However, it leaves no room for discretion based on the application of a core value, which is at the heart of applied business ethics.
Codes using the relational approach are thought to be more useful mainly because they overcome the problem of trying to anticipate all ‘ethical’ situations that staff may encounter. Put another way, they provide principles by which ethical dilemmas can be addressed.
Corporate governance
Another feature of the last twelve years is that the provision of guidance to staff on ethical matters (usually in the form of a code), has become widely accepted as a component of good corporate governance.  This was stimulated in the UK by the inclusion of a statement in the 1992 Cadbury Report on the Financial Aspects of Corporate Governance which was one of the cornerstones of what is known as the Combined Code on Corporate Governance administered by the UK Financial Reporting Council. It states under Standards of Conduct that:

“It is important that employees should know what standards of conduct are expected of them. We regard it as good practice for boards of directors to draw up codes of ethics or statements of business practice and to publish them both internally and externally”
.

At the beginning of the 1990s, companies in the United States began to realise that the US Federal Sentencing Guidelines Commission had set out conditions that were required in order to avoid large financial penalties for an indictable act. Among these was what amounted to a corporate  ethics programme. This led to a rapid growth of Ethics Officers in companies who sought ways to implement the seven conditions. The 2005 revision of the Guidelines was even more explicit about the ethical responsibility of corporations.
.

It is now possible to distinguish four common approaches that companies adopt to ethical behaviour in their business. These are set out in Table II. They are set out in an order of effectiveness and incidentally, cost of introduction and implementation. The Guidance approach, which is similar to the one set out in the Interfaith Declaration, is the approach most likely to integrate a company’s values into its day-to-day working. 
Table II - A Classification of corporate approaches to Business Ethics

	Approach
	Description
	Comment

	Implicit
	This approach requires no formal statement of values, principles or practice. There is an assumed sense of “this is how we do business”. Top management, by its example, sets the standard
	Mainly found in small companies

	Formal


	There is a formal statement of business and ethical values, accompanied by policies or guidance on specific issues such as bribery and corruption or conflicts of interest, often contained in separate documents, a staff manual or posted on the intranet.


	Rarely related to business strategy

	Obligatory


	The company’s values are applied in the form of a code of conduct sometimes introduced by the Chairman and/or the CEO. It sets out how staff members are required to act in a variety of business situations and warns that compliance is obligatory with subsequent disciplinary procedures if there are breaches of the policy.


	Sets out conduct

on selected issues.

(Often written by lawyers)

	Guidance


	There is a statement of corporate values endorsed by the Board introducing a code of business ethics. The company’s obligations to those with whom it interacts (stakeholders) will be included as well as guidance to staff on handling a variety of ethical dilemmas.
	Based on stakeholder relationships


 Business Scandals
A review of the period since the Interfaith Declaration was published in 1995 has to include some comment on the effects of highly publicised business scandals in the early and late 1990s in Europe, and in the first few years of the 21st century in the United States. Other parts of the world such as Japan were not exempt from similar lapses. Indeed, the serious media continue to report corporate (and other) ethical failures. In the US, share option misdating and illegal boardroom behaviour as well as health and safety aberrations point to corporate ethical problems.  In the UK in 2006, the five broadsheet newspapers described more than 100 such lapses involving fifty companies half of which are in the FTSE 100 quoted companies. Many have codes of business ethics.
As a result the general public’s trust in the financial and commercial system was severely shaken. The President of the US used terms like ‘rotten apples’ to describe what was happening; reputations of business leaders plummeted as accusations of greed, self centeredness and mistrust enveloped them. In perspective, the rotten apples were only a small fraction of the whole, but this did not stop legislators passing hurried laws to try and restore public confidence in the system.
Five years after the major scandals, it appears that, at least in the United States, that the discretion associated with a self regulatory system has been replaced with a culture of compliance. Ethics policies based on principle and values are not being given the priority that they once had. This may be only temporary and the benefits of a system based on the UK’s ‘comply or explain’ approach may re-emerge.
John Dunning in a recent  prescient essay,
 concludes that capitalism is built on the condition that it is underpinned by “a strong, suitable and common moral ecology”. He adds that since moral and ethical issues are becoming centre stage in the globalisation debate, and religion and politics are now closely intertwined, why not religion and business – for good or ill? 
The recent rise in public discussion concerning ‘diversity’ in the workplace, which until recently went by the name of equal opportunities, brings faith issues into a space that has heretofore been dominated (particularly the West), by a secularist approach. If agreement on a set of ethical values or norms for international business based on core, long held religious values can be reached, then it will be more likely that many more will be able to share the benefits of expanded wealth creation.
Concluding remarks and challenges
The authors of the Interfaith Declaration were among the few that anticipated that if the perceived benefits arising from the globalisation of the world economic system were to produce the benefits that its protagonists claimed, then there was a need to agree on a common set of values to act as a basis upon which to build mutual trust.
The Declaration was based on four such values derived on the core writings of the three monotheist Faiths. They have stood the test of time. Yet, while economic activity has increased in the twelve years, the pace has lagged in the countries with predominantly Moslem cultures compared to that in Judeo-Christian ones. Partly as a result, there has been a rising tide of official and unofficial emigration from the Middle East and North Africa to the countries in the West which are perceived as places where the economic opportunities are greater. If the disparity in economic growth is to be narrowed, one requirement would be for a re-examination of the ethical values upon which our respective wealth creating systems are based. The challenge is how to apply the subsequent recommendations!
The values underlying the voluntary nature of the economic system operating in the West has been severely challenged in recent times, but they have proved resilient. Yet values cannot easily be imposed on organisations or individuals. Rather, they have to be ‘bought into’. The only way society can coerce the acceptance of values is by enshrining them into law. The problem is that this can constrain the motivation of entrepreneurs and others to ‘create wealth’. This constitutes a policy dilemma and is clearly a challenge to those whose are concerned with the topic.
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While some argue that tighter restrictions on economic activity is a necessary price to pay for higher standards of corporate behaviour, others consider that a principled and values-based approach is more productive and potentially a way to tackle the poverty reduction agenda more effectively. An international wealth creating system based on a set of agreed values is to my mind, the preferable route to take.
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