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consider in any business activity. Ethics by itself will not tell a business how to act. but it can tell a
business how not to act. in this sense it is a sieve through which business decisions must pass. The
moral level achieved in international business. Yet ultimately fairness and global justice will require
not only honest businesspersons, but also just background institutions that enable all to compcte on the
same terms.and that provide for those whom the international business system fails to benefit.

- 11.1 Rationales for Intenia.tiona! Business - &

Multinational . corporations operate in less developed countries for a variety of reasons, They seek
cheap labor, they seek available resources, they seek tax shelters and relief, and they seek markets in
order to make better proﬁt In many situations, multinationals pay the same rate as the local employers.
It the other employers fail to pay a living wage, they are as guilty as the MNCs. But in other cases.
local businesses criticize the MNCs for paying more than the going wage. The businesses complain
that the multmatmnals force up the wages that workers in general €xpect, in some instances to more
than local firms can afford. The MNCs are thus caught between contradictory demands. Some critics
demand that they pay more, others demand that they pay less than they do. '
The exploitation of resources raises a different problem. Mlneral resources represent one of the assets
of a country. The resources, however, do little good unless they are removed from the earth and sold or
used. The complaints were often justified, and various remedies have been suggested or tried. Import
taxes on some of these goods have forced up the price and reduced the profit; export taxes imposed by
the LDCs have_helpéd the LDCs share in some of the profits of the multinationals."Competition has
- developed among the MNCs themselves, SO that the prof’ it margm has been driven down ~ to the
benefit of the consumer. | | ' |

11.2 M_isimderstan-dings about MNC_s_ 1

‘Multinational corporations are not immoral in themselves. The f0110wmg are three general, major
charges: (1) MNCs operate lmmorally in the less developed counmes by exploiting workers, by
eagloiting natural resources, and by reaping exorbitant profits; (2) MNCs compete unfairly in the
LDCs, to the detriment of the host countries; and (3) MNCs are a major cause of the impoverishment
- of the LDCs, and of the unrest found there. Each of the charges has some basis in fact and history.
MNCs leave their own country to start ventures in another or in more than one countries. In the process
MNCs earned profit and the host countries also get a touch of the deveIOpment Yet MNCs are, often,
misunderstood in their own country as well as 1n the countries they operate. Some of such allegations
may be seen as under | | '-

Allegations by the Home Country Allegations by the Host Country or Countries

I. Investible funds are transferred for higher | 1. MNCs are giant companies. They make contracts with |

. profits ignoring the need for natmnal _the govt. of the host country almost in equal status

| investment. - which affects sovereignty of the host count s <

& Bram dramage to host countries, | 2. MNCs dictates terms of contract with the Govt. of the

| ~host country as if they are donor agencxes/agem of 2

1 L o | | _____sovereign count | .

| 3. Technology transfer made secretly for | 3. MNCs often involve themselves directly or mdlrectly
| personal gains over national benefits. to overthrow a popular govt. 1f that: appears to be not |

' e ﬂbedxem to them.
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All. pations by the Host Count '_ or Countries
4. Creatlon of jobs in other countries whlle 4. MNCs reduces the ability of the host country in

there is already unemnloyment problem in ~controlling the movement of foreign currency to and |
the country of ongin. | - from the host country. . .
5. Persuading undemocratic governments of | 5. Inferior jobs are given to the people of the host country
the host country for MNCs own interest. | while the superior ones/expert positions are given lo the
. G _people of the country of origin.
MNCs. often, bribe to secure, their “The rate of pay/salary structure and fringe benef ts are. |
personal interest which, in tum, earn bad__ " often, found to be discriminating against the people of -

name for the country of origin. the host count | |
MNCs to maximize. their profit, reportedly 7. The tools and raw materials normally are procured

engage themselves in many of the from the parent country at a higher price even though
social/cultural  activities of the host | these are avmlable at a very low pnce in the host |
countries which are not acaeptablc to the - countries. '

people of country of origin. g | : | by e S
8. MNCs reportedly do not submit actual' 8. MNCs, often, in neglect of local demand export goods |
profit and wealth position at the end of | . elsewhere outside the country of production.
each financial year, in order to evade taxes | ' |
payable to the country of origin.

¥

9. MNCs eliminaft,e local firms to minimize competition
- through setting up their own subsidiary companies.

Many influential executive, key personnel
get themselves married in the host
countries and brmg those wives to the
country of origin. This they complain have |
ill effects on the social custom of the
_country of origin. |
10. People in' the country of origin, often, ‘ ]0 "MNCs through the expamate execunms make cultural
complained about the cultural aggression | aggressmn on the host countries.
~caused by large number trainees of the -
. host  countries takma training . in the
country- of origin. -

11. MNCs charge higher prices for the goods produced and:
o - sold in the host country while for foreign exchange
5= _benefits, these are sold  at a IGWEI' pnces out side the
_host count
12. MNCs, often, found dishonest in making financial
~disclosure. In the process, they avoid payment of taxes
‘and duties payable to the host country.
1 13.. MINCs imports duty free raw materials to be used for
- production purposes but reportedly they sell those at a
higher price through open market for carning higher
rofits. e |
14. MNCs for higher profits make rapaid use of local raw |
~ matenials and thus exhaustmg the local resources much
earlier than postulated. -

15. MNGs retportedly mﬂuénce the govt. of the host
country to invest in the preferred sectors leaving the

unprofitable sectors for entrepreneurs of the host
count | | :

Some other common abuses of MNCs are:
l. - Restrict or allocate markets among subsidiaries,
2. Extract excessive profits and fees,









174 s - Business Ethics

Environmental Protection |
e MNCGs should respect host-country laws, goals, and prlontles conccrnmg protection of the
environment. [OECD; TNC Code; Helsinki]

e MNCs should preserve ecological balance, protect the. environment, adopt preventive
measures to avoid environmental harm, and rehabilitate environments harm, and rchab:htate

~ environments damaged by operations. [OECD; TNC Code; Helsinki]
¢ - MNCs should disclose likely environmental harms and minimize risks of accidénts that could
~ cause environmental damage. [OECD; TNC Code]
¢ MNCs should promote the development of international enwronmenlal standards [TNC ,
Code; Helsinki] * = |
¢ MNCs should control specifié Operauons thal contnbute to pollution of air, water, and smls
[Helsinki)

e MNCs should develop and use technology that can monitor, protect and enhance the
environment. [OECD; Helsinki] - -

- Political payments and Involvement | |
e MNCs should niot pay bribes nor make | lmproper payments to pubhc ofﬁcmls [OECD TNC

Code]
¢ MNCs should avoid improper or illegal mvolvement or mterference In the mtemal polmcs of
_host countries. [OECD; TNC Code] f -

e  MNCs should not interfere in intergovernmental relations. [TNC Code]

Basic Human Rights and Fundamental Freedoms

e MNCs should respect the rights of all persons to life, hberty, secunty of person, and prwacy
[UDHR; ECHR; Helsinki; ILO; TNC Code]
~®  MNCs should respect the rights of all persons to equal protection of the law, work, choice of

job, just and favorable work conditions, and protection against unemployment and
discrimination. [UDHR; Helsinki: ILO; TNC Code]

¢ MNCs should respect all persons’ freedom of thought, conscience, religion, opinion and
expression, and movement and residence wnthm each state [UDHR; ECHR; Helsinki; ILO:
TNC Code] | '

¢ MNGCs should promote a standard of lwmg to support the health and well- being of workers |
and their families. [UDHR Helsinki; ILO; TNC Code] -

¢ MNCs should promote special care and aasrstance to motherhood and (.hlldhood [(UDHR,;
- Hélsinki; ILO: TNC Code]

: 11.4 Impact of O-perations of the Multinationals

Colonialization was a mixed blessing for most nations. The charge that MNCs are the cause of the
impoverishment of the Third World and of the unrest found there is partly correct. To some extent the
substructure of the countries was develc\ped Roads were built where none exist before, water was
made safe to drink, schools and hospxtals were built, as were airports and railroads. Their cultures were
disrupted; western ways were imposed on the people, and if not 1mposcd them-- lmported and made

attractive, so as to seduce many of the local population. '
Second, people of the less deveIOped countries were 1mp0venshed In a comparative sense. Poverty is
not only an absolute condition; it is also relative. There is a third sense in which the developed
countries are partly responsible for the impoverishment of the LDCs paradoxrcally this 1s related to
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the gains made by the LDCs. Fourth, several MNCs have directly helped produce starvation in some
countries. The typical scenario is this: An MNC goes into a country an buys up large portions of the
productive land. It then grows cash crops for export, whereas before, local farmers grew food for local
consumption. The abuses of multinational corporations in Third World countries need not, and should
not. be denied, ignored, or excused. But even taken at their worst, and as a whole, they do not establish
the case that the American free-enterprise system rests on the exploitation of Third World countries.

That the Third World offers potential markets cannot be denied.

Transacting with unequal Partners | -

The charge that MNCs compete unfairly in the LDCs has two major components. One is that the
MNCs are able to operate on especially favorable and uncompetitive terms. The second charge is that
MNCs do not carry their fair share of the cost of social development, which imposes greater burdens
on local industries, MNCs frequently utilize advanced technologies, which local companies do not
have or cannot afford. The MNCs are thus able to be more productive. The charges that MNCs use
advanced technology, are more productive, and undercut local firms are in part true. Some people urge
MNCs to utilize more labor-intensive. productive processes and thus equalize competition with local
firms and increase employment opportunities for the local population. However, competition in itself 1s
not unjust. ' i 0 '

The less developed countries give multinationals tax advantages in order to attract them. But this '
'makes sense only if the multinational in other ways contributes to the wealth, development, and good
of the country. The attacks on MNCs have not been misplaced. But the age of the multinational robber
baron is slowly drawing to a close. The financial crisis in many countries makes them unattractive
places in which to invest. and in other countries governments are learning from one another how to use

MNC:s to their own advantage.

Shifting Dangerous Industries to Poor Countries | |
Multinational incorporated in the industrialized countries because of continuous public pressure &
government control take away*their industrial establishments having negative effects on the health &
hygiene to other countries where resistance are absent or feeble. Governments in the poor countries in
the name of encouraging foreign investments or in eXc_hange of substantial kickback benefits allow
these MNCs to operate with their known harmful or injurious products. For example, Asbestos
Germany [fictitious] produces asbestos products for the local market. It competes with asbestos
« products made in Mexico. It is able to compete, despite the fact that Mexican labor is so much cheaper
than labor in the Germany, because it operates more efficiently and with more advanced equipment
than do the Mexican companies. Recently, German government determined that asbestos causes
cancer. Those exposed to it for long periods had a significantly higher rate of cancer than others. The

rate was especially high for people who worked in asbestos plants. |
There are also some conditions that are immoral for an employer to impose on this workers, even if
the latter agree to work under those conditions. Consent is not enough, because people who desperately
‘need money may agree to pay workers s little as possible, and to spend as little a possible on a safe
work environment. Ideally, there should be international a‘gre_e'mems on mimimally acceptable
standards of safety in industry. In the absence of such standards moral sense and pressure must
function until law can equalize the position of the worker vis-a-vis the employer. But moral sense and
pressure seem to play little role in the policies of many international corporations. -

The desirability of international minimal wage standards is obvious. But there is no visible movement
in this direction, and multinational corporations on the whole have not attempted to promote such









1Ies = e | Business Ethics

whether requested or not. Even those who do not have to pay for each message may still have to pay

for the time they spend dBline reading their e-mail. . The situation is similar to a post office forcing

people to pay for every piece of junk mail they receive.. Therefore, companies that blindly broadcast

unrequested e-mail commercials ofien become the targets of vicious responses called flames.

- To restrict spamming opportunities, some Internet Service Providers (ISPs) refuse to broadcast e-mail "
having distribution lists in excess to some maximum level typically 10 addresses. '

Privacy and security issues for online commerce | c .
Among the practical problem: facing companies that seek to do business via the Internet are concerns

about the safety. of conducting commerce online. Other problems - such as the speed of data

communication and the quality of the visual images—will be solved or minimized as the technology
advances. In contrast, privacy and security issues seem to become more complex as technology

provides unscrupulous individuals with new and better tOOlb for breaking the law, causing chaos, and
intruding into personal affairs. :

A host of traditional legal and moral issues such as ccpynght infringement, pomography, ancl fraud
will continue to plague all businesses, regardless of where and how they handle transactions.

Electronic Cash e iar ' o e o

The most basic problem facing online commerce involves methods of payment. Althdugh traditional
business is easily transacted using cash, checks, and credit cards, online vendors have encountered
~with various types of problems. The difficulty of credit cards is the concern that electronic
-eavesdroppers could intercept the credit card number and use that information to go on a shopping
- spree at the card holder’s expenses. Internet browser software uses data scrambling techniques called
encryptich algorithms to prevent unauthorized access to sensitive information. Each of ‘the dangers
indicated, whether real or imagined, can keep people frdm partlmpatmg In new activities like shnppmg
via the Internet. =

11 e & Caux Raund Table ("'onference Codes for MN Cs

In 1ts language and form, the dd(:ument owes a substamlal debt to The Minnesota Prmczples
statement of business behavior developed by the Minnesota Center for Corporate Responsibility. The
Center hosted and chaired the drafting cdmmlttee Wthh included Japanese, European, and U.S.
representatives. - - - -

Business behavior can affect relatmnshlps among nations and the prosperity and well bemg of us all.
Business is often the first contact between nations, and, by the way in which it causes social and
economic changes, has a significant impact on the level of fear or confidence felt by people worldwide.

Members of the Caux Round Tablc place their first emphasm on putting one’s won house in order, and
on seeing to establish what is right rather than who is rlght |

1. Preamble . -
The mobility of employment, capiial, prdducts and technology 1S makmg business mcreasmgly global

in its transactions and its effects.

Laws and market forces are necessary but ms.ufﬁelent guides for conduct. - |
Responsibihity for the policies and actions of busmess and respect for the dignity and mterests of its
stakeholders are fundamental. | - | -

Shared values, mc:ludmg a commit:nent to shared pros;)erxty, are as lmportant for a gldbal ccmmumfy
as for communities of smaller scale. :

For these reasons, and because business can be a powerful agent of pos:twe social change, we offer the
followmg prmcxples as a foundatldn for dlalogue and actloa by busmess leaders in search of business

_ ' Caux Rouﬁd Table C’dnfefene;a; Center on Cdrpd'rate Responsibility, Mi’nnesata. U.S.A 1994
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responsibility. In so doing, we affirm the necessity for moral values in business decision making.
Without them, stable business relationships and a sustainable world community are impossible.

2. General Principles . - ol el
Principle 1. The Responsibilities of Businesses: Beyond Shareholders Toward Stakeholders

The value of a business to society is the wealth and employment it creates and the marketable products
ad services it provides to consumers t a reasonable price commensurate with quality. To create such
value, a business must maintain its own economic health and viability, but survival is not a sufficient
'gﬂi‘&lrl e e . . | 5 | < . o
Businesses have a role .to play in improving the lives of al their customers, employees, and
shareholders by sharing with them the wealth they have created. Suppliers and competitors as well
should expect businesses (0 honor their obligations in a spirit of honesty and fairness. As responsible
citizens of the local, national, regional and global communities-in which they operate, businesses share
a part in shaping the future of those communities. - . | e .
Principle 2. The Economic and Social Impact of Business: Toward Innovation, Justice, and
World Community A . - e T
Businesses established in foreign countries to develop, produce or sell should also contribute tot he

social advancement’ of those countries by creating productive employment and helping to raise the

purchasing power of their citizens. Businesses also should contribute to human rights, education,
welfare, and vitalization of the countries in which they operate. | ' o
Businesses should contribute to economic and social development not only in the countries in which
they operate, but also in the world community at large, through effective and prudent use of resources,
free and air competition, and emphasis upon innovation in technology, production methods, marketing
and communications. | e S e e ! oSSR e
~ Principle 3. Business Behavior: Beyond the Letter of Law Toward a Spirit of Trust
While accepting the legitimacy of trade secrets, businesses should recognize that sincerity, candor,
truthfulness, the keeping of promises, and transparency contribute not only to their own credibility and
" stability but also to the smoothness and efficiency of business transactions, particularly on the
international level. , - me s - |
Principle 4. Respect for Rules _ | . -
To avoid trade frictions and to promote freer trade, equal conditions for competition, and fair and
‘equitable treatment for all participants, businesses should respect international and domestic rules. In
addition, they should recognize that some ‘behavior, although legal, may still have adverse
consequences. A e e S
Principle 5. Support for Multilateral Trade 5 - | sk g |
Businesses should support the multilateral trade systems of the GATT/World Trade Organization and
similar international agreements. They should cooperate in efforts to promote the progressive and
judicious liberalization of trade and to relax those domestic measures that unreasonably hinder global
 commerce, while giving due respect to national policy objectives. e | .
' Principle 6. Respect for the Environment _ S | |
A business should protect and, where possible, improve the environment, promote sustainable
development, and prevent the wasteful use of natural resources. 7 el s e
Principle 7. Avo’ dance of [ilicit Operations. e Eari
A business should not participate in or condone bribery, money laundering, or other corrupt practices:
indeed, it should seek cooperation with others to eliminate them. It should not trade in arms or other
‘materials used for terrorist activities, drug traffic or other organized crime. e

Ty,
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Quranic Guidelines : ' s S S '
“And remember with gratitude Allah’s favor on you; for ye where eremies and he graced vour hearts in love. |
so that by His grace, ye become brethren.” (3:103) | |

*O" Believers, do not consume your property amongst yourselves in deceit, but trade and traffic together-by |

mutual goodwill, and do not kill yourselives, for truly Allah has been most merciful to you.(4:29)

“And do not withhold from people the tlii_ngs that are their due and commit not evil in land with intent to spread
disorder. (11:85) | | o |

- “Let there be a Community among you who will invite (others) to do good deeds, promote what is good, and
forbid what is evil; thosg will be prosperous. Do not be like those who split up in disagreement after
explanations had come to them; those will have awful torment......... You are the best community which has

- been brought forth for mankind. You promote what is good and forbid what is evil and you believe in God
(Alone. " (3:104-110) 5 | |
But seek, with the (wealth) which Allah h has bestowed on you. the home of the hereafter. Nor forget thy |
position in this world, but do good as Allah as been good to you and seek not occasions for mischief in the |

land, for Allah loves not those who do mischief, (28:77)
“And whose doth good and atom’s weight will see it then, And whose doth ill an atom’s weight will see it
them.” (99:7-8) - | | ’ |

“We have appi'tiolned among them their livelihood in the life of the world, and raised some of them above
others in rank that some of them may take labour from others’ and the mercy of the Lord is better than (the.
wealth) that they amass.” (43:32) |

Guidelines from Hadith , _ _ £
You are not better than people with red or black skins unless you excel them in piety. [ Mishkat]
The excellent sadakah consists in your satisfying a hungry stomach. 2 : [ Miskhat] |

Allah’s Messenger (peace be upon him) forbade (the animals to be beaten) on the face ox cauterization on the
face.[ Muslim] _ . oo ' .

Truly, Allah has cursed khamr and has cursed the one who produces it, the one for whom it is produced, the
one who drinks it, the one who serves it, the one who carriage it, the one for whom it is carried, the one who
sells it, the one who earns from the sale of it, the one who buys it, and the one for whom it is bought

| | [ Ton Majah].
The necessaries of life, and food for cattle, in a city where such monopoly is likely to prove detrimental.
_ : 5 ol Co S _____[ Al Hidayah, 5857)
| *Don’t harbor envy toward on another, don’t outbid one another in order to raise the price, don’t sever relations

of kinship, don’t enter into a transaction when others have already entered into th'at’transaction and be as |
brother of a Muslim, he neither oppresses him, nor forsakes him, s0, he pointed toward his chest thrice.

“He who fulfilled his ‘brother’s need is like the one who worshipped Ailah and Almighty, the Exalted. all his '
i AReR AN o ' | | “

“one who interferes in the market of the Muslims for increasing the prices, it becomes obligatory for Allah to
_throw him in the intense fire on the day of judgement. - _ ahae s

“Whoever tells lies in order to get more money, his fortune will certeinly be diminished” (Sahih Al-Bukhari

| and Sahih Moslem) R |
“"Wealth; properly employed is a blessing, and-a man should iawfully €)deavor to increase it by honest means” |

{ (Sahih Al-Bukhari and Sahih Moslem)

'.ll-

{

‘While engaged in internatipnal business, the MNCs should:
[1] Consider the people of the host country with the same attitude as that of their own: hence the
- quality, price and the related term_s must not be very different than justified;
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[ii] MNCs should always ‘keep in mmd that their actions are all the t:me under observation
'unmlstakably by Allah and they are answerable to Him; |

[iii] Islam does not approve of any willful dlscnmmatwn in making business transactions on thc basns
of guest or host country except for the cost of transportation for place utility;

[iv] MNCs through mutual consultation with the people & their legal rcprescntatwes may trade in the
~ host country for benefits of the parties; | -

[v] MNCs must ensure distributive justice, claims of the poor & werkﬁrs In the host country need be

- taken care of the laws, values and cultures must not be distorted; | | -

(vi] Islam emphasizes on rightful kind punishment even on the ammals It is therefore lmperatwe that
no MNC be cruelin dealing with the employees and customers in the host country;

(vii] MNCs must not be engaged in producing, distributing or acting as m&crmedlanes of the goods and services
those are expressedly forbidden & restricted by Islamic Shariah; -

{vm] MNCs must not pursue 2 policy of promotmg monopoly by wholesale merger, consolidation, amalgamation
and the like because in doing so people in the host country as customers & employees are l:kely to be

| sermusly attected by unilateral profiteering detisions on the part of the MNCS

e

e

11.9 Summing }Jp o

[i] International business of Frpisations ;mpularlv kncwn as Multmatmm} Corporatwns (M.NCs) are -those
involved in areas beyond their country of erigin in which these busmaﬂsses are registered.

[11] Important abuses of MNCs include: mstract or allocate markets among subsidiaries, extract
~excessive profits and fees, divert local savings away from productive investment, licensing
“subsidiaries, staffing key technical and managerial positions with expatnates dommate key
industrial sectors; exhaustmg local resources unjustifiably and the like. -

[iii] Major impacts of MNCs abuses are: increasing rate of poverty and impoverishment in the developmg
countries, impairment of local cultures, to some extent the substructure of the countries was developed.
some MNCs buy up large portions of the productive land prekusly used for food cmps now farced to use

, for cash crop cultivation for export and the like. Fh, =

[iv] MNCs operate immorally in the third world countries by exploiting workers by cxplmnng natural
resources, and by rcapmg exorbltant profits and compete unfalrly in the LDCs 40 the detnment of the host
countries. | -

[v]. Multinational corporations operate in less developed countries for a vanety of reasons i.e. cheap labor.
available resources, tax shelters and relief, and ready markets. L e |

[vi] .Ethics in international business is complex. The prablems are pressing and require careful analysis and

| discussion. Ethics by 1tself will not tell a business how to act, but it cartell a business how not to act. in this
sense it is a sieve thmugh which business decisions must pass. Yet, ultimately fairness and global justice
will reqmre not only honest businesspersons, but also just background institutions that enable all to compete
on the same terms and that provide some good to thnse whnm the mtematmnal busginess systcm fails to

_ benefit. | - . -

[vii] A number of moral norms that may be fcllowed in order to minimise the MNCS abuses include: {a] do no

! intentional/ willful direct harm to the host country; {b]  MNCs activity must benefit the host country; [c]
_respect the human rights of the workers and consumers in the host country;[d] promote the development of
just background institutions mtemally within the country as well as on the international and [e] respect the
laws, culture, and local values of the host country not to violate human rights or 1mpose immoral laws in
the host country in the course of the operation of the MNCs. .

[viii] MNCs must not exploit the people in the host country, they must be given theu' due share of fair price,
opportunity of employment with just wage and make no willful attempt to distort the religio- cultural values
of the host country as we are all from the same source — ‘created by Allah. ' - |






