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THE NEW TRIAD POWER *: Key Players In The Promise of Global CSR

Over the last 20 years Corporate Social Respoitgibilall its form$ has increased in
importance and taken center stage around the witnkel growing importance of CSR has
been largely a by-product of corporate and soctablems that reach far beyond national
borders and affect persons far from the point @iation. These crisis events
psychologically jar the larger global society reéaghdeep into the collective psyche forcing
resultant reactions on the part of individuals aodcerned organizations. Examples of some
of the better known crises in the past that haweaieed durable in the minds of people

everywhere include: Union Carbide in Bhopal, SireNigeria and Nestle in Africa

These examples show that the world has becomeemaaldl that crises remain with
us physically, psychologically and legally for awevery long time. In the case of Bhopal
thousands of individuals died. The chemical spilated a long-term pollution issue and the
psychological damage and stress to the peopletaffés revisited each time the event is
brought back into the legal sphere, most recentiMay 2008. Globalization it would seem

has its demons as many of its detractors wouldméms.

In recent years the focus of debate in the CSR mewe, but most particularly for
issues of sustainability, has moved from the mamagé of individual crises or disasters to

the consideration of more systemic problems, ssclelanbing carbon emissions and global

! Acknowledgement is given to Kenichi Ohmae andr@imwned work on Triad Power. The title is usethia
work to reflect a tri-party relationship based andtional roles as opposed to the geographic etient of his
work.

2 For the purpose of this paper the terms: Corp®@atsal Responsibility (CSR), Corporate CitizenglG),
and Corporate Sustainability (CS), will be useériahangeably.

% See the appendices for descriptions of thesescrise



warming to water and food availability. These phgisocial problems have been
accompanied by ethical disasters in the boardramithssuch notable companies as: Enron,
Adelphi, Tyco and WorldCom making headlif\i@8lore disturbing is the case of Arthur
Andersen the accounting firm convicted of obstutf justice for shredding documents
after the SEC launched an investigation into actingrpractices at Enron. Ultimately Arthur
Andersen, one of the largest accounting firms, foesed to cease operations. It would seem
that unethical practices not only affect businagsaltso affects those trusted to monitor those

businesses.

The potentially negative role that business cay plahe struggle between the
ecological and economic systems has in a few sfeants become clear. Evidence that the
engine of global economic growth is driving its wago unsustainable territory, that
ultimately may cause a depletion of resources asgiply lead to a collapse of the very
economic system upon which it is based, is avalabhlf. Experts and lay-people alike are
aware that the time has come for action in ordevtnd a possible catastrophe and collapse
of our economic system in the near term. In reogomths this has been made even more
evident through large increases in both gasolimefaod prices felt around the world
disproportionately affecting the most disadvantagedips in our society. These increases
expected to ease only slightly over the next detade many people intuitively believe a

better way must be found.

Implicit in these events are a host of charactedayers who by virtue of their

economic and social power have the ability to raltjacchange the underlying socio-

* The Forbes Corporate Scandal Sheet identifieoBbeate accounting scandals since the Enron case i
October 2001 not including insider trading. Soutuép://www.forbes.com/2002/07/25/accountingtradkin|
® See the United Nation Intergovernmental Panel lanaZe Change at http://www.ipcc.ch/ as well as Biern
Report on the Economics of Climate Change.

® See the Food and Agriculture Organization of timétédl Nations - FAO Newsroom at
http://lwww.fao.org/newsroom/en/news/2008/100084%¥inhtml



economic system for the better and modify the fitufrthe planet. Sustainability issues or
crises as they are played out through corporatelsoesponsibility affect the global
community. In order to find a solution to theselpems the very players who are accountable
for creating the problem will be required to reemti their perspectives and become part of the
solution. Without this re-orientation a successflution to the major problems facing

humanity will not be found.

The thesis of this paper addresses the above ththagtthose players implicit in most
of the negative history and many of the problenesently facing the global community are
the very players that must be included within tbleitson. In fact, it is stated that a viable
solution to the perils now faced will not be foumihout their inclusion, re-orientation and
transformation. These actors include: Trans Nati@uaporations (TNC), Non Governmental
Organizations (NGO) and Supra-National Unions (SNItrough their interaction and
interdependency these actors form a triad of paliinfluence and economic power that

dwarfs the possibilities of other organizations anthbinations considered.

Figure 1: The New Triad Power Global CSR Response Interdependence

Global CSR
Response

The above represents a balanced



relationship between the TRIAD partners.

These three entities work in a symbiotic and seilffiorcing relationship and only through
this inter-reliance can a solution powerful andufsed enough be developed to redress the

pending ecological damage and return the worldhtea@nomically sustainable future.

How We Reached This Crisis State

Returning the world to a state of sustainabilityuiees a look back to the causes or
roots of the problems the world is now collectividging. It is far too easy to point a finger
and simply blame Transnational Corporations forilseffecting the planet. The world is an
interconnected system of economic and social orgéinns that together have laid the
groundwork for the errors and omissions that hanabked both corporate and social

irresponsibility to flourish.

Globalizatior in itself is probably the greatest antecedent, ¥és difficult to state
that globalization in itself is the cause. On tine dand globalization has created economic
and social dislocations that have caused hardshdgfering forms. Whenever society
experiences a system change there are dislocafioresxample of this is off-shoring or out-
sourcing of both core and non-core business processesntfen worker who now is able
to earn a substantial increase in wages due toetveposition within a call center in

Bangalore represents the call center attendanbustdn who is now put out of work. Or the

"“American firms expanded their global reach siigaifitly during the past two decades, in both prtidncand
sales. The proportion of sales outside the UnitateS by the largest US firms (in manufacturinggite
transportation, and finance) increased from leas ¥ percent in 1985 to more than 30 percent @i 2@ith
only a slight drop in the aftermath of 9/11... Thetfdnat international trade grew faster than glahdput, both
for the world as a whole and for nine of the tengdst countries (Japan being the lone exceptiohnijevioreign
direct investment (FDI) grew still more rapidly thboth, indicates that the same phenomenon wasrotgin
other major industrialized countries as well.” [xa@., Whitman M., Zald M., 2006: 14]

8 “Outsourcing, that is, moving a variety of “nomategic” activities from in-house to outside suppii
continues to be seen as a major means of decreasstgyand increasing efficiency by a growing nunde
American corporations.” [Davis G., Whitman M., Zaid, 2006: 13]



transfer of core manufacturing jobs to a lower wegentry in South America, for instance,
modifies the traditional nature of the original poration to that of a more virtual enfity
Taken on an individual basis the shift can be fiestiby corporate efficiencies, national
arbitrage and reworked global values chains pradyuiricreased short-term profitability -
something that is good for the company. Magnifieaas an industrial sector, or the
economy as a whole, and the seemingly benign mamargetechnique manifest itself as a
plague against a whole strata of national workengese workers watch their jobs disappear
en masse in a relatively short period of time oftezling sentiments of nationalism and

distrust of business entities and elites.

Yet, we also see that globalization has been thatgst asset in the fight against
global poverty without which hundreds of millionspeeople in both China and India as well
as elsewhere in the world would not be lifted dutheir rural bondage and persistent
impoverishment. For example, as of 2001 in Chinaentlkan 400 million fewer people lived
in extreme poverty as compared to 1¥8When taking a global perspective looking across
national borders one person’s view of corporatenat irresponsibility, the outsourcing of
one nation’s jobs, is another person’s view of ooage global responsibility and poverty
assistance. It is precisely this point that makegficult to point a finger at globalization as

the cause of economic and/or ecological ruination.

There is no doubt that the benefits of globalizatiave been enabled by technology.
More specifically the technology that forms the erging superstructure of the globalization

system adheres to certain Laws that ensure thiaritard facing effects will more than

° “Indeed, by the turn of the century, a numberaogié “Manufacturing” firms were in fact manufachgi
nothing at all. Companies like Sara Lee sold offrheall their manufacturing plants and becamesdgsence,
“virtual” manufacturers, taking charge of desigrarketing, and distribution but outsourcing the attu
manufacturing to suppliers, following a model piered by Nike.” [Davis G., Whitman M., Zald M., 2008L]
2 Source: The World Bank.



multiply out into the future. The laws are giveru®by such notable scientists as Mdbre
Gilder and Metcalfe whose insights promise thatglodal technological system will

continue to expand exponentially, become cheaptrars more valuable as it grows. Suffice
it to say that this process is virtually unstoppal@lobalization as it is aided through
technology is not going to slow down or disappegr tame soon; in fact it will become more

pervasive.

The difficulty with globalization and the exponeally increasing technologies that
enable its growth is that the present and pastanansystems of the world have been
developed with checks and balances that are typibated on concepts born of national
economies. That is, since early world economimhysbrganizations and nations have
exchanged goods based on a system of balancedef tveeasurements such as GDP and
GNP are meant to give indication as to a countsfative strength with per capita quantums
indicating one’s membership within the developed®veloping classes. Ingrained in this
view is the thought that resources are scarcelatdhe country’s gain is another country’s
loss. Thus, with a mercantile and imperialist m@tdsational economies exploited foreign
resources through colonialization and fought tagmbthemselves with trade barriers, duties
and other countervailing measures to protect nasceghhome grown industries. To a certain
extent these measures proved mostly successftlidateveloped/exploiter countries
involved. Naturally, the exploited countries did fair so well and even today face the
economic and psychological burdens of their caleedhistories. It is important to note that
much of what is considered to fall under the puwi# Global Corporate Social
Responsibility for transnational corporations tadag.: helping to (re)-build the resources of

host countries — particularly in Africa, is actyadl product of the exploitive actions taken by

1 41f Moore’s Law continues, within 25 years a congrucould possess the processing power of the human
brain; 25 years after that, it could have the tptacessing power of all human brains”. Source728tate of the
Future Report.



the early examples of TNCs within those regions ezwhomies. In many respects it is

impossible to run away from history.

With the advancement of free-trade the world hdsred a period where many of the
duties and trade barriers have come down or besnagitled. These measures have sent
aftershocks through previously protected industaied uncompetitive marketplaces as
businesses react to the freer movement of goodsemiates and take advantage of lower cost
jurisdictions both from the standpoint of factofgpooduction and taxés Dislocations
abound with entire national industries becomingrafiable or uncompetitive. This
drastically changes not just the economic backdfdpe nation but also the social and
spiritual fabric that weaves its way through eveayt of society. The result is societal unrest

and demands to turn back the clock to the daysatéptionism.

What is not blatantly clear to the masses, asharelislocations and externalities, are
the cost reductions that occur due to globalizati®implemented through trade barrier
reduction and specialization. As David Ricardo apd, in his theory of comparative
advantage, people are better off if countries hte @ specialize in the production of a good
where they hold a comparative advantage and tratieother countries for other goods, as
opposed to trying to produce all goods themselks theory has formed the cornerstone for
the liberalization of freer trade that the worldskexperienced over the last decatids.
practical terms, for the consumer, the cost of gaededuced while the availability of those

goods, and all goods in the marketplace, is ine@as comparison to what would otherwise

12«american firms frequently locate their nominalauguarters or subsidiaries outside the countryafor
purposes, while a few multinationals have splitrtheisdictional loyalties so many ways as to erasy
semblance of national identity. Tommy Hilfiger Coration in 2001 “had its corporate headquarteitdang
Kong, was legally incorporated in the British Vingslands, listed its shares on the New York seathange,
held its annual meeting in Barbados, and contratctéshve its products manufactured in Mexico anid’As
(Davis and Zald, 2005: 338)” [Davis G., Whitman Magld M., 2006: 16]

13 Total trade as expressed by the summation ofrgbits and all exports across all national econsmiee
from $11.3 Trillion in 2002 to $20.1 Trillion in DB at an average rate of 15.5% per annum. Source:
OECD.StatExtracts. See Appendix.



be available under a protected system. Howeveregimere is no comparison point, as you
either function under a protected marketplace foeer marketplace, consumers are not able
to quantify for themselves the marginal benefigiobalization and free tratfe This is the
primary reason that the media display an heightéoaas on the dislocations of globalization
and trade liberalization without the counter baiag@conomic arguments pointing to its

tangible benefits.

To a certain extent media is a child of technolddyough it precedes technology it
too is enabled by technology. Media can bounce ssage or news item across the world in
seconds so that events in Burma are in your livamgn within the shortest time delay
possible. The speed at which this is made poskddeempowered large groups within society
who otherwise feel disenfranchised with respethéaforementioned economic and societal
dislocations. In the last decades the growth ofstnational corporations (TNCs) has only
been met by the growth of nongovernmental orgaioizatNGOs)'> One might say that the
two are interlinked in a type of codependent refahip. One cannot exist without the other
and is dependent on it for its “raison d’étre”. Wish transnational corporations,
nongovernmental organizations are made even mavenid and far reaching through the
very technology that the targets of their mességfewse. The very technology that creates

the“problem” of globalization is the very technology used idearto combat it.

4 «policies that make an economy open to trade amelstment with the rest of the world are needed for
sustained economic growth. The evidence on thitemr. No country in recent decades has achieveroeaic
success, in terms of substantial increases indistandards for its people, without being operheorest of the
world”. Source: IMF, “Global Trade Liberalizatioma Developing Countries: Benefits of Trade Libratinn”.
15 “The first International NGO (INGO) was the AntiaS8ery Society formed in 1839. By 2000 there wemen
than 37,000 INGOs and over 20,000 transnational Mé&torks. Over $7 billion in aid to developing otiies
now flows through INGOs. About 2,150 NGOs have attasive status with the UN Economic and Social
Council, and 1,550 are associated with the UN Diepamt of Public Information. However NGOs do novéa
consultative status with the UN Security CouncilG@neral Assembly. Only 251 of the 1,550 NGOs datet
with the UN Department of Public Information areséd in developing countries. Of the 738 NGOs adweéd
to the WTOs 1999 ministerial conference in Se&# were from industrial countries.” Source: UN Hum
Development Report 2002 at http://hdr.undp.org



The strong growth of NGOs is also due in part ®ittability of local, state and
national governments to address larger problemsszués that have percolated to the surface
for their constituents. Traditional issues suckledining budgets and increases in the overall
financing charges to support existing governmebt deduces the scope of service that local
municipalities, state and federal agencies aretahjeovidé®. Moreover, many of the new
priorities in the global arena felt by constituegtsbeyond the ability of these governments to
monitor or control. That is, many of the issueseitieer transnational or x-national in nature.
As a result more and more ordinary people arengimongovernmental organizations and
agencies in order to make their voices heard andately to make an impact. Whereas
citizens would have previously resorted to dealinidp their legislatures, or members of
government in order to effect change, they are meadily willing to turn to NGOs for
support and commitment. These NGOs have playetiieatrole in the global democratic
process and provide a venue and outlet for soabdtent that otherwise would not be

available to millions of people.

Countering the positive effects of the aforemergtbhigh rate of growth and increase
in the importance of NGOs is the issue of duplaabf effort, competition between similarly
mandated NGOs, lack of efficacy within their owrvgmance and operational structures as
well as the potential for damage to their reputatiae to irresponsible behavior. Too often
well meaning NGOs are either under funded and thexeneffectual or their efforts are
duplicated by other NGOs creating an aura of coitipetin a cacophony of movement and
intent. Often, a small percentage of radical graage over the media and present to the

world a chaotic view of NGOs whose seemingly onlgit is to drive attention to their rofe

16 «“Sometime between 2030 and 2040, non-discretiospeynding alone will exceed government revenues,
under present tax policies”. Source: GAO “The Fatl&overnment’s Financial Health-2007”. See Appendi
" The protest activity surrounding the 1999 WTO Miarial Conference in Seattle is a prime example of
radical behaviour taking over the agenda of NGQbeadetriment of any useful or productive purpose.



The history of recent G8 meetings is a prime examphow all NGOs can be painted with

the radical brush in the view of the media andnieds of its viewers.

Thus, we see in looking back through the last twgetrs, in particular the discussion
of Global CSR, Global Corporate Citizenship andi@aladCorporate Sustainability has
continued to take on a greater sense of importarwediscussion has evolved as concepts of
CSR and Sustainability have themselves evolved fitealing with disaster events and crisis
management to considerations of more systemicssSuelay’s world of Global CSR in
many respects is forced to correct the mistakesipearly mercantilist and imperialist
history where the exploitation of resources andppeewas the accepted reality and became
embedded in the human psyche as acceptable. Matsygbahe world are still grappling with
the historical implication of these events and thisdset. But most importantly the last
decades have sharpened our view, thanks genevalie twork of the international media, of
both the good and bad effects that globalizatiamgisrby way of freer trade, international
finance and technological progression. The occeeewf ethical disasters and crises in the
boardroom show that at the center of the debagethie issue of trust Trust represents the
major criterion around which GCSR will find its lekion point moving from an
individualistic pursuit by self-serving entitiestbecome a collective pursuit by interdependent
members of a global community who understand tieatealth of the global commons
depends on finding common heritage, common ingghtcommon action. It is to this

important point that we now turn.

A Glimpse At The Future

18 Trust” is a key issue for building social capitnd more sustainable societies and lies at thet bé
effective corporate citizenship but as we all krtowst has to be earned. In the worlds of Anne Laagewhen
writing about the multinational company Royal Dushell, and the measures this company has taken to
improve its social and environmental performaneeniag this trust comes about “as the result obrrgoing
process of making and keeping commitments.” (Laaee2002:194). It requires relationship buildingd ahat
in turn requires knowledge and understanding frirpaaties involved in the relationship.” [Birch,, 2004: 5]



On moving forward to a solution influencing the cetation of the commons
individuals, governments, corporations and orgdiima must recognize that some of our
most closely held beliefs must change. Two of tHoeefs that are critical in the redefinition
of the problems of Global Sustainability are: thienacy of the Nation State and the concept

of self regulating markets.

Historians generally attribute the concept of naisovereignty, or the formation of
the Nation State, to the Peace of Westphalia ir8 164t brought the end to the Thirty Years’
War in Germany and the Eighty Years’ War betweeaiispnd The Netherlands. Since that
time the primacy of the Nation State has been wpimgbractice and in international law as
well as with religious issues affecting the Statee term Nation State reflects both the
thought of a cultural as well as geographic homeggnThat is, the State defines the

geographic borders while the Nation typically defirthe people found within those borders

Through the 1%, 18" and 18' centuries the concept of the Nation State served
humanity in so far as it provided a workable frarngewunder which much of the world’s
political and economic issues could effectivelynienaged. Issues typically revolved around
trade, colonization, taxation, border disputes ar.Wlost of these issues were controlled by
way of treaty or bilateral/multilateral agreemem#en these treaties broke down and states
were unable to resolve their differences the rega#t typically war or invasion. In the era of
the Nation State the ultimate trump card is war tedultimate reward is extended territory
and increased natural resources. Wealth is direeldyed to land and natural resources upon
which the economies of the time are based. Beaafubés mentality Nation States were

constantly investing in their armies in order toypde a defensive posture against other

9 Some Nations are borderless such as the JewisbriNEven though there exist Israel as a Statdehgsh
Nation refers to a people that can be found througthe world. Other Nation States reflect an ertrdevel of
homogeneity amongst their people who typicallydesn a well defined region, such as Japan.



Nation State’s who might wish to increase their iively way of territorial expansion.
Territorial expansion and colonization were thenaiy methods of attaining more and more
resources and thus greater wealth for the hometigagsimhabitants. This is the precise
reason for European expansion in to Africa andrgblaets of the globe as well as for intra-

European conflict.

In the 28" century things began to change that would britg debate the efficacy of
the Nation State paradigfh Wars increasingly became more experfSiaed destructivé as
a means for dispute settlement. Moreover, theitegdy for a Nation State to wage unilateral
war no longer remained an accepted belief, a cartbapwas a founding principle of the
Nation Stat&’. Economies have become more diversified andnietin knowledge and
human resources as the driving factor as opposedttoal resources. Mobility and large
scale immigration was made possible by new teclyiedd reducing the importance of
unigue nationality as a defining factor in a persadentity. Due to the mix of the above
factors many issues have become transnationalniegdeviable solution beyond the grasp
of an individually acting stafé Together, both changing social and economic facteate a
decreasing importance of individual Nation Statesva move forward in time.

Nevertheless, the death of the Nation State maybestated. People the world over
still make reference to themselves as AmericartijdBror Japanese and one can say that the

psychological shift to larger regional identitiesshyet to take place. Practically speaking,

2 |n fact scholars throughout the centuries havéemd the decline of the Nation State, includingtsnotables
as: Kant, Karl Marx and Bertrand Russell [Druck8817]

I The cost of the Iraqgi war is estimated at $52@dsilas of June 2008 and increases at a rate of 88{ion
per day. Source: http://www.nationalpriorities.@agtofwar_home

22\World War Il is credited as being the first Todstar where the demarcation between civilians anétanyi
personnel as legitimate targets no longer held itapce.

3 Recent examples of this are the Gulf War wherérth@sion was carried out by a coalition of foreesl UN
security backing and the Iragi War where there arasverriding necessity on the part of the Unitetes to
prove the existence of weapons of mass destruatidrobtain UN security council approval.

“4 International travel by automobile and airplans beeatly changed the nature of personal mobiiitye 28"
century.

%5 Kenichi Ohmae’s famous book, Triad Power, intragtlithe concept of growing regional power of trading
blocks based on economic factors that would evdlgttender individual states redundant or lessvate on the
world stage.



most of the international community still functioms the basis of the Nation State as the
primary metaphor and administrative unit for birglagreements between sovereign entities.
Further, the number of Nation States has steaaliyeased across the years with recent
evidence of new states forming from former impétadnd communist regimes as far a field
as Africa and Central Europe. Thus, we see thatdke of the Nation State may not be one of
either disappearance or demise as much as releveimeeoncept of the Nation State is not
static. It modifies itself depending on the prevajlsocio-economic environment. For newly
democratized countries the level of relevance efState is high. Their countries are new,
immature and unproven. Further, the inhabitang@ntlito democratic rights is tentative at
best, particularly in former regions governed hglitarianism or collectivism, such as the
former Soviet Union. In these circumstances théeStall proves to be an all important actor
within the minds of its constituents and neighbgrountries due to its newness and
unproven record. Often these newly democratic State the sole protectors of newly
achieved personal freedoms and rights that fordkschung in the balance. In more
established Nation States the inalienability ofrsissues as personal rights of freedom,
economic property rights and the Rule of Law igstrenched as to make any thought of
their disappearance or subjugation seem unimagin@bie could say that there is a
difference in relevance or primacy for the Natidat8 in the eyes of its constituents
depending on that country’s level of developmenietgvant life cycle position along a
democratic maturation and standard. The farthemddw natural life cycle development of
the Nation State, and maturity in the establishneébisic human rights and freedoms, the
more its inhabitants will accept those rights asdp@nseparable and thus place less primacy
on them and overall importance of the state fronmanediacy standpoint, all other things
being equal. Otherwise said, they become assurgkts mot rights that you have to worry

about each day.



The fact that some nations are positioned eartigair democratic development while
others are more established accounts for someeohttvement and timing on the part of
independent states towards Supra National Uniocts ast the EU, NAFTA and ASEAN.
Typically, Supra National Unions are formed by esahat are confident in their relative
power positions vis a vis their partnering sta@snfident in those relations and with a
commensurate level of control over their own erigteconomies they are wiling to relinquish
some control over their sovereignty to the Supriddal Union. This is the case for the EU
and though there may be political arguments supmpthie concept of an united Europe the
primary motivator for the creation and expansiothef EU is market dominance and capacity
to compete for its member countries. Recognizimgdlk thgrima facieof Supra National
Unions we can argue that in a marketplace dominageglobalization SNUs are expected to
become even more concentrated with new indeperstisies being added. In the future states
not part of a Supra National Union will be at aajrdisadvantage to those that are able to call

on its collective clout and bargaining power.

The above shows that the concept of the Natiore &athanging due to systemic and
individualistic considerations. The 2@entury has introduced significant changes the¢ ha
reoriented the role of the Nation State. Furthe,level of importance held within a society
towards the validity of the Nation State is deperdm the particular history of that state
under consideration. For more established stageprimacy of the state is giving way to the
importance of more collective notions of common ke¢s and unions. For less established
newly democratizing states a period of stabilizat®required for them to establish their
legitimacy and power as well as economic governameoeder to be able to make a smooth
transition to Supra National Union membership. Wiith relentless focus on economic
competitiveness in the age of globalization thecpss supporting the enlargement of SNUs is

expected to continue with them becoming more pdietit economically and politically.



For issues of Global CSR the above trend is impoitaso far as it precedes the
increasing importance of shared responses to engists and systemic sustainability issues
in the world. National economies and political itéeg are inevitably intertwined, especially
as supported through the mechanism of SNUs. We inaveasing evidence that the issues of
sustainability that affect the world at large aemsnational in their nature as earlier
discussed. Being transnational these issues regtiieasnational response that only SNUs
are able to effectively mount. Through the colleetaction of the SNU individual member
states are able to coordinate and harmonize thiaigs and actions to effectively mediate or
address transnational issues. Without the overagaimbrella of the SNU member states
would otherwise remain powerless and paralyzed weispect to mounting an effective

response to global corporate irresponsibility amgtanability crises.

As important as the potential transnational respdrysthe SNU to global
sustainability issues is, equally important igriffuence and effect on both small and large
and foreign states who are forced to adopt policiesder to exchange goods and services
within the territories of the SNUSs. In particulamaller states that lie outside the SNUs that
trade with them are effectively trapped withinsgghere of influence and are forced to
incorporate SNU standards and practices into firelucts and production methdds.
Otherwise stated, they are forced to play by thesraf the SNU and not their home country
if they wish to be allowed access to the large mignilace of the SNU. This creates a type of
ripple effect across non-SNU member national bareeth respect to values and belief

systems held within the SNU. Effectively trade matbms enable the SNU to exports its

% “Thus it is that a wide and growing variety of samer products made by firms based outside thedsd h
been or soon will be adapted to meet EU safetyire@mwental, and recycling rules. As Jeffrey Inm&EO of
GE, put it: “Eurpoe is in many ways the global regory superpower. It can speak with one voice aadégree
of certainty.” [Davis G., Whitman M., Zald M., 260 31]



value set and belief systems to non-SNU membertdesnThis can be a powerful force for
democracy through the reinforcement and promotfdhe@SNU'’s value set and belief system
based on the economic necessity of the non-SNU reeaduntry. The overall effect or

global impact of the SNUSs is reinforced by its omamber states understanding of the above
process. In being able to see the SNU not simpBreeconomic mechanism meant to
reinforce competitive postures but also as a veh@promote democracy, export values and
effectively deal with issues of sustainability wiedlyond their borders, the potential for
positive change in the global world along sevemahts is made more visible and attainable.
The SNU provides Nation States with a viable medmnvhereby they may both protect
their existing economic positions as well as reicéatheir political standing and influence
within the global community while effectively moumg a coordinated response to many
transnational challenges. The mind shift away ftbenprimacy of the Nation State and
towards the Supra National Union is a must if GIdb8R and planetary sustainability is ever

to take root.

The second major assumption that is generally @aedegpithin both the global
community and national economies is that of thiziefficy of the self-regulating market. This
concept on the global scale is a variant of thésible hand of Adam Smith used to describe
the efficiency model of libertarians and liberaliBhe thought is that markets left to their own
mechanisms will regulate so that capital and factdproduction are used in the most

efficient manner. Being efficient it is in the basterest of all players to let the market be.

The major problem with the above as it relate tob@l CSR is the concept of
externalities. Essentially externalities are byeurcts of the economic system whose costs are
not necessarily incorporated in to the cost ofgheds produced. Pollution is the best

example of an externality that through th&2@ntury has created the most unaccounted for



damage to the collective commons. As it has beéinepast the cost of a production method
often excludes the cost of its by-products whiahteansferred to the commons by way of
dumping some of which remain highly toxic and whossts to remediate remain unknown
far into the future. A specific example is thatG@éneral Electric and the Hudson River where
the company is reported to have dumped close tanillidn pounds of cancer causing PCBs
into the river over a 30 year period from its Hud$@lls plant. The eventual cost to clean the
river, if at all possible, never makes it to thetoof the product and in that sense the product
carries a false price, one that does not includialcost of its manufacturing. The market is

not efficient and does not self-regulate in consitlen of all the cost of production.

If we reflect back on the concept of self regulgtmarkets there are a few arguments
that need to be made. First companies such as @dtlectric would state that they have
done nothing illegal and that their actions wereypssible under the law existing at the time.
Morally, they take a very relative view of the neattFrom a consumer standpoint we see that
self-regulating markets function based on the cpnoecomplete or transparent knowledge.
This essentially means that when comparing diffepeoducts consumers are able to know
the underlying attributes of each competing produnct are able to make the most logical
decision that satisfies their needs. This also méaat the consumer would pick a product
that would provide the greatest benefit and thstlamount of harm. The general problem
with this assumption is that market knowledge isuraversally known by all participants
and manyattributes”, otherwise called externalities, of the product tause harm remain
hidden and unknowable. Looking back on the majesuaption of self-regulating markets is
the fact that they are supposed to create theegptesmtount of net benefit to the end
consumer. However, if by definition much of therhan the form of externalities is not
accounted for in the price of the product, as endase of G.E. mentioned above, then it is

impossible to state that self-regulating markeg¢sudtimately to the benefit of the consumer.



Otherwise stated, we would not be able to makedladan unless all cost associated with a
product are included in its cost of manufacturing altimately its market price and not

hidden or transferred to the commons through suethods as toxic waste dumping.

The above brings forward two important consideratialhe first is that the example
provided of G.E. was domestic and not transnationahture. Nevertheless, the ability to
bring this situation to an acceptable solutiondibstakeholders secure in the fact that the
pollution has been or will be remedied satisfagt@nd no health issue persist has proven
very difficult. If this case would have been traasonal in nature the argument could be
made that the ability to remedy the pollution aedim the area back to an environmentally
satisfactory condition would be many times mordédift. It should be kept in mind that
transnational issues that involve multiple laydrgavernment by definition are several times

more complex and vexing than their domestic eqgeival

The second point to make is that markets baseelénegulation and self interest
tend to gravitate away from equilibrium, contramyeconomic theory. That is, in its pursuit of
profits the market focuses on short-term resultsstack price becomes the overriding metric
with greed and often fraud being the result as giiéied by the earlier noted ethical
scandalg! Layer on top of this the increase in the movenaet fluidity of capital, since the
introduction of floating exchange rates in 1973 gsident Nixon, and the potential for
transnational crises increases exponentially. Aldetechnology capital can move around the
globe in seconds, merely at the push of a butteth,can have a larger effect on a country’s
exchange rate than national governments are alolentool. Others negative impacts that the

movement of vast amounts of global money can haslede: “enfeebling national powers of

2" George Soros the financier of international renomemtions: “Although | have made a fortune in timaficial
markets | now fear that the untrammeled intendificaof laissez-faire capitalism and the spreathafket
values into all areas of life is endangering ouwgropnd democratic society. The uninhibited pursiuge!f-
interest results in intolerable inequities andabdity” [Schlesinger, 1997]



taxation and regulation, undercutting national nge@maent of interest and exchange rates,
widening disparities of wealth within and betwe®ewitries, dragging down labor standards”.
[Schlesinger, 1997] Though the above points arephysical in nature as compared to
pollution they have a real impact on Global CSRhaspower of capital movements in the
virtual world, whose only concern is to find a abie return, impacts the long-term viability
of both developed and developing nations and teasability of the entire economic
system. What nations need is for long-term persgesto take hold and direct decision
making for the benefit of all citizens, not jusb#e of a particular region, country or
multinational/transnational corporation. Howeveisibelieved that the long term
perspectives required will only be initiated by th&ervention of government bodies (SNUs)
and public leadership (NGOs) and is where the TeiadNCs, NGOs and SNUs obtains its
moral and ethical grounding. Together with enligieie business approach and perspectives
positive change to the stewardship of the commansbe created. It is now to this that we

turn our attention.

The New Triad Power

By now it is hoped that the groundwork has beahveell enough to support the
understanding that many of the most important ssdeustainability and CSR are
transnational in nature. Further, any effectivgpoese to those issues and challenges must be
mounted by an economically, socially and politiggdbwerful coordinated effort on the part
of TNCs, NGOs and SNUs working in tandem in a sytibiand self-reinforcing manner.
Figure 1, previously shown, identifies the ide&diaiion where all three entities share a

balanced and functional perspective and resporeasding and reacting within their own



area of expertise yet interdependent on a cooeinasponse from and with the other partner
or parts of the system. However, it is possibletiits system to become unstable or
dysfunctional.

Figure 2: Dysfunctional Triad Response

Global CSR

Response

The above represents an unbalanced or dysfunctional
relationship between the TRIAD partners.

Dysfunction typically results when the needs ofllrger community constituents and
stakeholders are not adequately satisfied in fexompeting interest of others players. In this
case, one or two Triad partners begin to overridba@mpensate in various magnitudes for
the lack of stability or action in the remainindideent partner area. Being dysfunctional the
system is typified by actions that encompass: artisrounting, denial, aggressive behavior,

codependent inaction and outright silence as opptsdirected action and directed

thought®of collaborative interdependence.

In order to operate functionally the system muslress the underlying psychological,
theological and legal beliefs of the larger commyuand mount the appropriate response that

includes proportional action on the part of ale#hiTriad partners. In the previously

28 «Each approach is based on one’s decision toritspond in a proactive or reactive manner tactises
incident, or ignore it altogether. Each is basedhenadaptability of our [the] belief system” [Wélin 1993]



mentioned case of General Electric and the Hudseer Rollution we see examples of
denial, discounting and silence on the part ofcthapany. In the case of the belligerent
NGOs at the G8 Summits we see examples of angesiggréssive behavior. Both cases are
examples of dysfunctional responses to underlymgses that resulted from an imbalance in
the relationship of responsibility of Triad partedsack to the larger community. Actions were
exemplified by restrictive behavior and not expaasind creative thought leading to directed
action as was needed to satisfactorily remedyithat®n. As the model predicts, if a crisis
situation or systemic issue is not dealt with aprapriate response that addresses the needs
of the community by all three Triad partners thea $ystem will be out of balance and
compensating behaviour, usually dysfunctional itureg will occur.

3-Dimensional Approach to Global CSR

The psychological underpinnings of the New TriaavEr of Global CSR can be
represented by the famous Maslow hierarchy of naedscorporated in to the model. The
premise is that society as a whole seeks to magiitézposition along the Maslow continuum

potentially reaching as high a level as possibla@timately achieve self-actualization.

Figure 3: The Maslow Hierarchy of Needs

Self-
Actualizatio

Esteem

Belonging

Safety

Physiological



The first four levels of the pyramid are labelefidency needs. When they are not met the
individual, or in our case — society, experiendesss. When one of the Triad partner’s
actions refuses to meet the needs of the largkeetstédder community the individuals in that
community experience stress and collective compergshehaviour will be the result, as in
the reaction at the G8 meeting earlier mentionée. result is a variant on Figure 2 where one
or two triad partners are deficient in their resgto the community’s needs and equilibrium
is lost. Necessarily, the highest position thatetgacan reach along the Maslow hierarchy is
that position which represents the lowest positield by any of the three Triad partners.
Thus, the collective Global CSR response is onlgtamg as its weakest link/partner and is
why these partners must work in a collaborative iategrated manner incorporating self-
reinforcing perspectives. Each partner must re@egtiiat a weakness in their opposite
partner is also a weakness that ultimately lintiessdverall response and satisfaction derived
from the system for its underlying constituents.rdtaver, it is in all the Triad partner’s

benefit to satisfy these constituents as much asilple so that society as a whole can achieve
a collective sense of actualization.

Figure 4: The Relative Hierarchical Positions of tle Triad Partners

NGOs TNCs SNUs

Figure 4 represents the psychological positioninpe hypothetical Triad partners in

Figure 2 with respect to the Maslow hierarchy. We that the NGOs are placed higher up the



pyramid as they primarily respond to the underlymegds of their constituents with regards
to belonging and esteem. Likewise the SNUs aresplat mid point as they primarily address
issues of safety and belonging. TNC are placeddnwhe hierarchy as they typically respond
to the satisfaction of basic and/or safety needsm&ntioned, in order for society as a whole
to attain self-actualization all previous level deenust be fulfilled. The above splits the
levels into categories that are typically responideloly separate Triad partners, however it
must be kept in mind that all partners play a oleach of the Maslow hierarchical levels.
The important point to remember is if one of theipars does not satisfy its primary role or
refuses to act in a collaborative manner the esistem is limited to that level of operatifig.
Otherwise said, if a business pollutes the envimmnand refuses to address the situation that
they have caused by using stall tactics, silen@ggressive behaviour through litigation then
the entire system of needs satisfaction for theegpcs limited to the Safety level of the
hierarchy. People will fear for their health anfesadue to the remaining threat of
environmental pollution. This naturally will throtlie collective system into dysfunction and
counteracting behaviour by the other Triad partmédrase responsibility it is to address this
lack of responsibility will be stressed. In the eabove, the moral/spiritual/trust obligation
will fall on the NGO partnéf while the legal obligation will fall on the SNU paer*. Since
the system is out of balance and in a state ofudigs$ion the resulting reactions will
necessarily be typified by dysfunctional behavidure NGO may result to violence or
aggression in order to be heard. The SNU may r&spianitive action and far reaching

legislation in order to control its economic citiseand elicit the necessary behaviour.

29 “Maclntosh argues that if we are to create a taulgtainable society, what he call “a shared hane f
humanity”, for both ourselves and for future getierss, we absolutely need to develop “trust ingl@f and
belief in, planethome” (p27). Corporate citizenshigues that such a position is a non-negotialole; n
discretionary, position for all of us to take — im@ss, government and civil society.” [Birch D.0206]

%0 In reference to two world-wide surveys conducterthie World Economic Forum in 2002 questioningrove
36,000 people in 36 countries Professor David Bi@imments that “Big companies, together with legisles
and parliaments, are the least trusted entitiéisdrworld, while NGOs are the most trusted” [Biigh 2004: 1]
31 «Thus while the literature on CSR typically higitlits anecdotal evidence of corporate altruism,(thg.oft-
repeated story of Merck’s development of its rigindness drug—see Margolis and Walsh 2003 foitayae),
our reading suggest that regulation may be a gathrto soulful corporate behavior than good-hearte
executives.” [Davis, Whitman, Zald 2006: 9]



Individual citizens may punish the corporation bjusing to purchase its products and
thereby affect its economic standing. All thesedwsdrs are a result of the imbalance in the
system and the need to regain functional operatimhresponse. Only through striving for
collective actualization and collaborative soluiamill society be able to eradicate the

world’s most persistent social issues, such asegpyvglobal warming and the energy crisis.

Synthesis

The world of Global CSR is typified by transnatibissues and crises that are a
product of our historical maturation as individaalntry entities. Effective response to these
global ethical, moral and physical problems requtree response by society’s most socially,
economically and politically powerful players ircallaborative and integrated manner.
NGOs, TNCs, and SNUs constitute the most logictties to collectively address global
issues. Shifts in our most cherished concepts tibN&tate and self regulating markets are

needed in order for players to see and appreciaéthterconnectedness of the system.

These players acting creatively and collaboratieelya Triad are able to satisfy the
underlying needs of the larger stakeholder commguamtd move society into a
transformational direction where heretofore setiss® actions are replaced with more
society-centric trust building actions. The undamsiing that individual benefit is ultimately
limited by the benefit afforded society as a whuolest become paramount. In the end
societies that refuse to act and respond in acnoedwith the principle of collective action
for collective gain will be economically punishesithe Triad system will be thrown into
dysfunction. Reaction will occur that most likelyivbe ultimately punitive until balance can
be restored. Ultimately restoring balance by wapuiitive measures through the courts, by

legislative authorities or by consumer reaction wolst the global community more than



maintaining that balance through proactive resppbssed on trust, open communication,
transparency, community understanding and a heiglteescognition of our own
interdependence. If society is to transform sudoéigsn its appreciation for its own
interdependence than it must break with the pasfamge new economic relationships that
place the primacy and overall health of the glai@enry at the center of all economic
decisions. If not, history is bound to repeat ftaald the global commons will continue to

deteriorate.



Appendix A
Disaster Summaries

Bhopal, India:

On the night of Dec. 2nd and 3rd, 1984, a Uniorb@&ar plant in Bhopal, India, began

leaking 27 tons of the deadly gas methyl isocyandtame of the six safety systems designed
to contain such a leak were operational, allowimgdas to spread throughout the city of
Bhopal.[1] Half a million people were exposed te tias and 20,000 have died to date as a
result of their exposure. More than 120,000 pestilesuffer from ailments caused by the
accident and the subsequent pollution at the gigéat These ailments include blindness,
extreme difficulty in breathing, and gynecologidaorders. The site has never been properly
cleaned up and it continues to poison the residdropal. In 1999, local groundwater and
wellwater testing near the site of the accideneaéd mercury at levels between 20,000 and
6 million times those expected. Cancer and bramaige- and birth-defect-causing chemicals
were found in the water; trichloroethene, a chehilzat has been shown to impair fetal
development, was found at levels 50 times highen 8PA safety limits.[2]Testing published
in a 2002 report revealed poisons such as 1,8ldrobenzene, dichloromethane,
chloroform, lead and mercury in the breast milknofsing women.[3] In 2001, Michigan-
based chemical corporation Dow Chemical purchasedriCarbide, thereby acquiring its
assets and liabilities. However Dow Chemical haadfastly refused to clean up the site,
provide safe drinking water, compensate the victionglisclose the composition of the gas
leak, information that doctors could use to propeeat the victims.

Source: www.Bhopal.org

Shell In Nigeria:

Ken Saro-Wiwa and the Ogoni 8 were leaders of MOSB¥Movement for Survival of the
Ogoni People. As outspoken environmental and humghis activists, they declared that
Shell was not welcome in Ogoniland. On NovemberlB®5, they were hanged after a trial
by a special military tribunal (whose decisionsroatrbe appealed) in the murder of four other
Ogoni activists. The defendants' lawyers were Is@and denied access to their clients.
Although none of them were near the town wheranbeders occurred, they were convicted
and sentenced to death in a trial that many hefstsite (including US President Clinton)
strongly condemned for a stunning lack of evidencoenasked partiality towards the
prosecution and the haste of the trial. The exenstwere carried out a mere eight days after
the decision. Two witnesses against the MOSOP tsattmitted that Shell and the military
bribed them to testify against Ken Saro-Wiwa witbrpises of money and jobs at Shell20.
Ken's final words before his execution were: "Ttraggle continues!"

Source: www.essentialaction.org/shell/issues.html

Nestle — Baby Formaula:

At the center of the increasingly bitter conflice dabies, millions of babies with the
shriveled limbs and the distended bellies thataigwashiorkor, the Ghanian term for
malnutrition that has become part of the medit¢atditure. According to Unicef, about 11
million infants in developing countries - more thtie combined populations of New York
and Los Angeles - die each year before reachirigfirat birthday. Most of them succumb to



malnutrition or diarrheal diseases. Although estesarary widely, Dr. Stephen Joseph, one
of the A.1.D. officials who quit last May, blamesliance on infant formula for about a
million of these deaths.

The formula itself is a nutritious product, andain be an acceptable alternative to breast milk
under certain conditions: when the mother can dfforbuy sufficient quantities; when she

has access to refrigeration, clean water and atkegaaitation, and when she can understand
the directions well enough to mix the formula pndpeAnd, as nutritionists point out,

formula can save lives. Dr. Joseph remembers a&rhebidemic in Chad in 1972, when "a

lot of mothers died." Fortunately, he says, "ad formula available through international
agencies and we saved a number of kids."

He and many other physicians argue, however, tat third-world women cannot use
formula safely and that, as a result, their babexsome seriously ill and malnourished. They
also charge that aggressive marketing of formutadoatributed to a vast shift away from
breast milk, the safest and most nutritious foadritants.

The formula companies deny that their marketingihtisenced the choice of feeding
methods, and they contend that misuse of theirymtsds rare. For them, a rich global market
is at stake. Formula sales in this country readt® million last year at the wholesale level,
divided principally among Abbott Laboratories (8055 percent), the Bristol-Myers
Company (40 percent), and American Home ProductpdZation (8 percent). In the world
market, estimated to be as great as $2 billion edade, Swiss-based Nestle commands a 50
percent share, while the American companies andrdoaf other competitors divide the rest.

Leah Margulies, a founder of Infact (Infant FormAletion Coalition), now associated with
the Interfaith Center on Corporate Responsibilftthe National Council of Churches, says
that many antiforumula advocates are "in favaa ohoice that's real; we want mothers and
families to make a decision that's not based omaketing strategy of a high-profit
industry." (Among the alternatives, Infact supp@tiggestions by nutritionists who
recommend the mixing at home of powdered milk wsitlgar and oil, or yogurt.)

The controversy over formula did not boil over utiie publication in 1974 of a journalistic
expose, "The Baby Killer," by War on Want, a Lonarganization. The booklet, which was
widely translated and distributed, brought scofegroups, many of them church-related, into
the fray. While some of them launched shareholdis sind resolutions against the American
manufacturers, others began a nationwide boycadtestle products. The nerve center of the
protest became the Interfaith Center on CorporatpBnsibility. Commenting on the

boycott, Rafael D. Pagan Jr., president of the IN&ordination Center for Nutrition in
Washington, says: "Nestle, of course, is a Swosspany and does not manufacture,
distribute or sell infant formula in the United &%, and thus there has never been any direct
impact on the company through that product.”

Source: “The Controversy Over Infant Formula”, NY Times, \&e Solomon, December 6,
1981



Appendix B

World Trade
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Appendix C
US Government Debt

Percent of GDP
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Sometime between 2030 and 2040, non-discretionary
spending alone will exceed government revenues,
under present tax policies.
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