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Responsibility have accused multinational 
enterprises (MNEs), such as Nike, Wal-Mart, 
and Disney, of the pernicious exploitation of 
workers. Recent violations of American and 
European labor laws have received considerable 
attention. However, it is the offshore labor 
practices of North American- and European-
based MNEs and their contractors that have 
been most controversial. This is partly due to 
the fact that many of the labor practices in 
question are legal outside North America 
and Europe, or are tolerated by corrupt or re­
pressive political regimes. Unlike the recent 
immigrants who toil in the illegal sweatshops 
of North America and Europe, workers in de­
veloping nations typically have no recourse to 
the law or social service agencies. Activists have 
sought to enhance the welfare of these work­
ers by pressuring MNEs to comply with labor 
laws, prohibit coercion, improve health and 
safety standards, and pay a living wage in their 
global sourcing operations. Meanwhile, promi­
nent economists wage a campaign of their own 
in the opinion pages of leading newspapers, ar­
guing that because workers for MNEs are often 
paid better when compared with local wages, 
they are fortunate to have such work. Fur­
thermore, they argue that higher wages and 
improved working conditions will raise un­
employment levels. 

One test of a robust ethical theory is its abil­
ity to shed light on ethical problems. One of 
the standard criticisms of Immanuel Kant's 
ethical theory is that it is too abstract and for­
mal to be of any use in practical decision mak­
ing. We contend that this criticism is mistaken 
and that Kantian theory has much to say about 
the ethics of sweatshops.2 We argue that Kant's 
conception of human dignity provides a clear 
basis for grounding the obligations of em­
ployers to employees. In particular, we argue 
that respecting the dignity of workers requires 
that MNEs and their contractors adhere to 
local labor laws, refrain from coercion, meet 
minimum safety standards, and provide a liv­

ing wage for employees. We also respond to 
the objection that improving health and safety 
conditions and providing a living wage would 
cause greater harm than good. 

I. RESPECT FOR PERSONS 

Critics of sweatshops frequently ground their 
protests in appeals to human dignity and 
human rights. Arguably, Kantian ethics pro­
vides a philosophical basis for such moral pro­
nouncements. The key principle here is Kant's 
second formulation of the categorical imper­
ative: "Act so that you treat humanity, whether 
in your own person or in that of another, al­
ways as an end and never as a means only."3 

The popular expression of this principle is 
that morality requires that wc respect people. 
One significant feature of the idea of respect 
for persons is that its derivation and applica­
tion can be assessed independently of other 
elements of Kantian moral philosophy. Sym­
pathetic readers need not embrace all aspects 
of Kant's system of ethics in order to grant 
the merit of Kant's arguments for the second 
formulation of the categorical imperative. 
This is because Kant's defense of respect for 
persons is grounded in the uncontroversial 
claim that humans are capable of rational, 
self-governing activity. We believe that indi­
viduals with a wide range of theoretical com­
mitments can and should recognize the force 
of Kant's arguments concerning respect for 
persons. 

Kant did not simply assert that persons are 
entitled to respect; he provided an elaborate 
argument for that conclusion. Persons ought 
to be respected because persons have dignity. 
For Kant, an object that has dignity is beyond 
price. Employees have a dignity that machines 
and capital do not have. They have dignity 
because they are capable of moral activity. As 
free beings capable of self-governance they are 
responsible beings, since freedom and self-
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governance are the condit ions for responsi­
bility. Autonomous responsible beings are ca­
pable of making and following their own laws; 
they are not simply subject to the causal laws 
of nature . Anyone who recognizes that he or 
she is free should recognize that he or she is 
responsible (that he or she is a moral being) . 
As Kant argues, the fact that one is a mora l 
being entails that one possesses dignity. 

Morality is the condition under which alone a 
rational being can be an end in himself because 
only through it is it possible to be a lawgiving 
member in the realm of ends. Thus morality, 
and humanity insofar as it is capable of morality, 
alone have dignity.4 

As a mat ter of consistency, a person who rec­
ognizes that he or she is a moral being should 
ascribe dignity to anyone who, like him- or 
herself, is a moral being. 

A l though it is the capacity to behave 
morally that gives persons their dignity, free­
d o m is requi red if a person is to act morally. 
For Kant, be ing free is m o r e than f reedom 
from causal necessity. This is negative free­
dom. Freedom in its fullest realization is the 
ability to guide one 's actions from laws that 
are of one ' s own making. Freedom is no t sim­
ply a s p o n t a n e o u s event. Free act ions are 
caused, bu t they are caused by persons acting 
from laws they themselves have made . This is 
positive f r eedom. O n o r a O'Nei l l puts the 
point this way. 

Positive freedom is more than independence 
from alien causes. It would be absent in lawless 
or random changes, although these are nega­
tively free, since they depend on no alien causes. 
Since will is a mode of causality it cannot, if free 
at all, be merely negatively free, so it must work 
by non-alien causality . . . it [free will] must be a 
capacity for self-determination or autonomy.J 

When we act autonomously we have the capac­
ity to act with dignity. We do so when we act on 
principles that are grounded in morality rather 

than in mere inclination. Reason requires that 
any moral principle that is freely derived must 
be rational in the sense that it is universal. To 
be universal in this sense means that the prin­
ciple can be willed to be universally binding on 
all subjects in relevantly similar circumstances 
without contradiction. The fact that persons 
have this capability means that they possess dig­
nity. And it is as a consequence of this dignity 
drat a person "exacts respect for himself from all 
other rational beings in the world."b As such, 
one can and should "measure himself with every 
other being of this kind and value himself on a 
footing of equality with them."7 

Respecting people requires honor ing their 
humanity; which is to say it requires treating 
them as ends in themselves. In Kant's words, 

Humanity itself is a dignity; for a man cannot be 
used merely as a means by any man . . . but must 
always be used at the same time as an end. It is 
just in this that his dignity . . . consists, by which 
he raises himself above all other beings in the 
world that are not men and yet can be used, and 
so over all things® 

T h o m a s Hill, Jr . has discussed the implica­
tion of Kant's arguments concerning h u m a n 
dignity at length.9 Hill argues that treating per­
sons as ends in themselves requires support­
ing and developing certain h u m a n capacities, 
including the capacity to act on reason; the ca­
pacity to act on the basis of p rudence or effi­
ciency; the capacity to set goals; the capacity 
to accept categorical imperatives; and the ca­
pacity to unders tand the world and reason ab­
stractly.10 Based on Kant 's writings in the 
Metaphysics of Morals, we would make several 
additions to the list. There Kant argues that re­
specting people means that we cannot be in­
different to them. Indifference is a denial of 
respect.11 He also argues that we have an oblig­
ation to be concerned with the physical wel­
fare of people and their mora l well be ing. 
Adversity, pain, and want are temptat ions to 
vice a n d inhibi t the ability of individuals to 
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develop their rational and moral capacities. 
It is these rational and moral capacities that 
distinguish people from mere animals. People 
who are not free to develop these capacities 
may end up leading lives that are closer to an­
imals than to moral beings. Freedom from ex­
ternally imposed adversity, pain, and want 
facilitate the cultivation of one's rational ca­
pacities and virtuous character. Thus, treating 
people as ends in themselves means ensuring 
their physical well being and supporting and 
developing their rational and moral capacities. 

With respect to the task at hand, what does 
treating the humanity of persons as ends in 
themselves require in a business context— 
specifically in the context of global manufac­
turing facilities? In an earlier work Bowie has 
spelled out the implications of the Kantian 
view for businesses operating in developed 
countries. ' Here we apply the same strategy 
in order to derive basic duties for MNEs op­
erating in developing countries. Specifically, 
we derive duties that apply to MNEs that are 
utilizing the vast supplies of inexpensive labor 
currently available in developing economies. 
To fully respect a person one must actively 
treat his or her humanity as an end. This is an 
obligation that holds on every person qua per­
son, whether in the personal realm or in the 
marketplace. As Kant writes, "Every man has a 
legitimate claim to respect from his fellow men 
and is in turn bound to respect every other." 
There are, of course, limits to what managers 
of MNEs can accomplish. Nonetheless, we be­
lieve that the analysis we have provided entails 
that MNEs operating in developing nations 
have an obligation to respect the humanity of 
their employees. We discuss the implications of 
this conclusion next. 

It is noteworthy that an application of the 
doctrine of respect for persons to the issue 
of the obligations of employers to employees 
in developing economies results in conclusions 
similar to the capabilities approach devel­
oped by Amartya Sen.15 Over the last 20 years 

Sen has argued that development involves 
more than an increase in people's incomes 
and the GNP of the country. He argues that 
we should be concerned with certain basic 
human capabilities, the most important of 
which is freedom. Sen's perspective is simi­
lar in important respects to our own because 
both are concerned with providing work that 
enhances the positive freedom of the worker. 
The United Nations utilizes both the Kantian 
view and the capabilities view as a dual theo­
retical foundation for its defense of human 
rights. Among the rights identified by the UN 
are freedom from injustice and violations of 
the rule of law; freedom to decent work with­
out exploitation; and the freedom to develop 
and realize one's human potential. It argues 
that all global actors, including MNEs, have 
a moral obligation to respect basic human 
rights.16 . . . 

II. OUTSOURCING AND THE DUTIES 
OF MNES 

One significant feature of globalization that 
is of particular relevance to our analysis is the 
increase in outsourcing by MNEs. Prior to 
the 1970s most foreign production by MNEs 
was intended for local markets. In the 1970s 
new financial incentives led MNEs to begin 
outsourcing the production of goods for 
North American, European, and Japanese 
markets to manufacturing facilities in devel­
oping countries. Encouraged by international 
organizations such as the World Bank and 
the International Monetary Fund, develop­
ing nations established "free trade zones" to 
encourage foreign investment via tax incen­
tives and a minimal regulatory environment. 
In the 1980s the availability of international 
financing allowed entrepreneurs to set up 
production facilities in developing economies 
in order to meet the growing demand by 
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MNEs for offshore product ion. 1 ' Outsourcing 
p r o d u c t i o n has m a n y dis t inct advantages 
f rom t h e perspect ive of MNEs. . . . Ou t ­
sourcing has been especially popu la r in con­
sumer products industries, and in par t icular 
in the appare l industry. Nike, for example , 
outsources all of its p roduc t ion . 

Are MNEs responsible for the practices of 
their subcontractors and suppliers? We believe 
that they are. Michael Santoro has defended 
the view that MNEs have a moral duty to en­
sure that their business partners respect em­
ployees by ensuring that h u m a n rights are no t 
violated in the workplace. Santoro argues as 
follows: 

multinational corporations are morally re­
sponsible for the way their suppliers and sub­
contractors treat their workers. The applicable 
moral standard is similar to the legal doctrine 
of respondeat superior, according to which a prin­
cipal is "vicariously liable" or responsible for 
the acts of its agent conducted in the course of 
the agency relationship. The classic example 
of this is the responsibility of employers for the 
acts of employees. Moreover, ignorance is no 
excuse. Firms must do whatever is required to 
become aware of what conditions are like in 
the factories of their suppliers and subcon­
tractors, and thereby be able to assure them­
selves and others that their business partners 
don't mistreat those workers to provide a cheaper 
source of supply.18 

We concur with Santoro's j u d g m e n t and offer 
the following twofold justification for the view 
that MNEs have a duty to ensure that the dig­
nity of workers is respected in the factories 
of subcon t r ac to r s . First, an MNE, like any 
o the r organizat ion, is composed of individ­
ual persons and since persons are moral crea­
tures, the actions of employees in an MNE 
are cons t ra ined by the categorical impera­
tive. This means MNE managers have a duty 
to ensure that those with whom they conduct 
business are properly respected. ' Second, as 
Kant acknowledges, individuals have un ique 
dut ies as a resu l t of the i r u n i q u e c i rcum­

stances. O n e key feature in de te rmin ing an 
individual 's duties is the power they have to 
r e n d e r assis tance. Fo r e x a m p l e , Kan t fa­
mously argues tha t a wealthy p e r s o n has a 
duty of charity that an impoverished person 
lacks. Corollary duties apply to organizations. 
Researchers have no ted that the relat ionship 
of power be tween MNEs a n d the i r subcon­
tractors and suppliers is significantly imbal-
anced in favor of MNEs: 

As more and more developing countries have 
sought to establish export sectors, local man­
ufacturers are locked in fierce competitive bat-
des with one another. The resulting oversupply 
of export factories allows U.S. companies to 
move from one supplier to another in search 
of the lowest prices, quickest turnaround, high­
est quality and best delivery terms, weighted 
according to the priorities of the company. 
In this context, large U.S. manufacturer-
merchandisers and retailers wield enormous 
power to dictate the price at which they will 
purchase goods.20 

MNEs are well posit ioned to help ensure that 
the employees of its business partners are re­
spected because of this imbalance of power. 
In addition, MNEs can draw u p o n substantial 
economic resources, managemen t expertise, 
and technical knowledge to assist their busi­
ness pa r tne r s in crea t ing a respectful work 
environment . 

III. THE RULE OF LAW 

Lawlessness cont r ibu tes to poverty and is 
deeply in terconnected with h u m a n and labor 
r ights violations. O n e i m p o r t a n t role tha t 
MNEs can play to he lp ensure tha t the dig­
nity of workers is p roper ly respec ted is en­
couraging respect for the rule of l a w . . . . It is 
commonp lace for employers in developing 
nations to violate worker rights in the interest 
of economic efficiency and with the suppor t 
of state institutions. Violations of laws relating 
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to wages and benefits, forced overtime, heal th 
and safety, child labor, sexual harassment, dis­
cr iminat ion, a n d envi ronmenta l p ro tec t ion 
are legion. Examples include the following: 

1. Human Rights Watch reports that in Mexican 
maquiladoras, or export processing zones, U.S. 
companies such as Johnson Controls and 
Carlisle Plastics require female job applicants 
to submit to pregnancy screening; women are 
refused employment if they test positive. Em­
ployment discrimination based on pregnancy 
is a violation of Mexican law. 

2. A Guatemalan Ministry of the Economy study 
found that less than 30 percent of maquiladora 
factories that supply MNEs make the legally re­
quired payments for workers into the national 
social security system which gives workers ac­
cess to health care. The report was not made 
public by the Ministry of the Economy due to 
its "startling" nature. 

3. An El Salvadoran Ministry of Labor study 
funded by the United States Agency for Inter­
national Development found widespread vio­
lation of labor laws, including flagrant violation 
of the freedom to organize and unionize, in 
maquiladora factories that supply MNEs. The 
report was suppressed by the Ministry of Labor 
after factory owners complained.24 

4. In North and Central Mexico widespread vio­
lation of Mexican environmental laws by MNEs 
and their contractors has been documented 
by both U.S. and Mexican nongovernmental 
organizations, and local Mexican governmen­
tal officials.25 

5. In Haiti, apparel manufacturers such as L.V. 
Myles Corporation, producing clothing under 
license with the Walt Disney Company in sev­
eral contract factories, paid workers substan­
tially less than the Haitian minimum wage. 
These clothes were sold in the United States 
at Wal-Mart, Sears, J. C. Penney and other re­
tailers. This practice continued until the Na­
tional Labor Committee documented and 
publicized this violation of Haitian law.26 

Furthermore, in many nations in which MNEs 
operate those responsible for adminis ter ing 
justice are violators of the law. Factory workers 
frequently have no legal recourse when their 
legal rights are violated. 

T h e intentional violation of the legal rights 
of workers in the interes t of economic effi­
ciency is fundamentally incompatible with the 
duty of MNEs to respec t workers . Indiffer­
ence to the plight of workers whose legal rights 
are systematically violated is a denial of respect. 
At a m i n i m u m MNEs have a duty to ensure 
that their offshore factories, and those of their 
suppliers and subcontractors, are in full com­
pliance with local laws. Failure to h o n o r the 
dignity of workers by violating the i r legal 
r ights—or to lera t ing the violation of those 
rights—is also hypocritical. In Kantian terms, 
it const i tutes a p ragmat ic cont rad ic t ion . A 
pragmatic contradiction occurs when one acts 
on a principle that p romotes an action that 
would be inconsistent with one 's purpose if 
everyone were to act u p o n that principle. In 
this case, the principle would be someth ing 
like the following: "It is permissible to violate 
the legal rights of others when doing so is eco­
nomically efficient." MNEs rely on the rule of 
law to ensure, among o ther things, that their 
contracts are fulfilled, their property is secure, 
and their copyrights are protected. When vi­
olations of the legal rights of MNEs take place, 
MNEs and business organizations protest vo­
ciferously. Thus, MNEs rely on the rule of law 
to ensure the protect ion of their own inter­
ests. W i t h o u t the rule of law, MNEs would 
cease to exist. Therefore, it is inconsistent for 
an MNE to pe rmi t the violation of the legal 
r ights of workers while at the same t ime it 
d e m a n d s that its own rights be protected. 

IV. COERCION 

We have shown why it is reasonable to believe 
that all persons possess dignity and that this 
dignity must be respected. The obligation that 
we respect others requires that we not use peo­
ple as a means only, bu t instead that we treat 
o ther people as capable of au tonomous law 
gu ided action. T h e r e q u i r e m e n t n o t to use 



614 Ethical Issues in International Business 

people can be me t passively, by no t treat ing 
t h e m in certain ways. However, the require­
m e n t to treat them as ends in themselves en­
tails positive obligations. We will explore these 
positive obligations as they relate to sweatshops 
in Section VI. In this section and the next, we 
explore the requi rement that we no t use peo­
ple as a means only. O n e c o m m o n way of 
doing so recognized by Kant is coercion. Co­
ercion violates a person 's negative freedom. 
Coercion is prima facie wrong because it treats 
the subjects of coercion as mere tools, as ob­
jects lacking the rational capacity to choose 
for themselves how they shall act. 

Are sweatshops in violation of the n o coer­
cion requirement? An answer to this question 
depends both on the definition of the concepts 
in question and on the facts of the particular 
case. Elsewhere Arnold has provided accounts 
of physical and psychological coercion. Phys­
ical coercion occurs when one's bodily move­
ments are physically forced. In cases where one 
person (P) physically coerces another person 
(Q) , Q's body is used as an object or instru­
men t for the purpose of fulfilling P's desires. 
We assume that readers of this essay will agree 
that using physical coercion to keep people 
working in sweatshops against their will is dis­
respectful and morally wrong. While compar­
atively rare, physical coercion (or the threat of 
physical coercion) does take place. For exam­
ple, at a shoe factory in Guangdong, China, it 
is repor ted that 2,700 workers were prevented 
from leaving the factory by 100 live-in security 
guards that pa t ro l led the walled factory 
grounds. 

For psychological coercion to take place, 
three condit ions must hold. First, the coercer 
must have a desire about the will of his or he r 
victim. However, this is a desire of a particu­
lar k ind because it can only be fulfilled 
th rough the will of another person. Second, 
the coercer must have an effective desire to 
compel his or he r victim to act in a m a n n e r 
tha t makes efficacious the coerce r ' s o t h e r 

regarding desire. The distinction between an 
o the r regarding desire and a coercive will is 
impor tan t because it provides a basis for de­
lineating between cases of coercion and, for 
example, cases of rational persuasion. In both 
instances a person may have an o the r regard­
ing desire, bu t in the case of coerc ion that 
desire will be supp lemen ted by an effective 
first-order desire which seeks to enforce that 
desire on the person, and in cases of rational 
persuasion it will not. What is of most impor­
tance in such cases is that P intentionally at­
tempts to compel Q to comply with an other 
regarding desire of P's own. These are neces­
sary, but not sufficient conditions of coercion. 
In o rde r for coercion to take place, the co­
ercer must be successful in getting his or he r 
victim to conform to his or he r o ther regard­
ing desire. In all cases of coercion P at tempts 
to violate the au tonomy of Q. W h e n Q suc­
cessfully resists P's attempted coercion, Q retains 
his or he r autonomy. In such cases P retains a 
coercive will. 

In typical cases, people work in sweatshops 
because they believe they can earn more money 
working there than they can in alternative em­
ployment, or they work in sweatshops because 
it is bet ter than being unemployed. In many 
developing countries, people are moving to 
large cities from rural areas because agriculture 
in those areas can no longer support the pop­
ulation base. When people make a choice that 
seems highly undesirable because there are no 
better alternatives available, are those people 
coerced? O n the definition of coercion em­
ployed here, having to make a choice among 
undesirable options is not sufficient for coer­
cion. We therefore assume that such persons 
are not coerced even though they have no bet­
ter alternative than working in a sweatshop. 

Nonetheless, the use of psychological coer­
cion in sweatshops appears widespread. For ex­
ample, coercion is frequently used by supervisors 
to improve worker productivity. Workers 
throughout the world report that they are forced 
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to work long overtime hours or lose their jobs. 
In Bangladesh, factory workers report that they 
are expected to work virtually every day of the 
year. Overtime pay, a legal requirement, is often 
not paid. Employees who refuse to comply are 
fired.29 In El Salvador, a government study of 
maquiladora factories found that 

in the majority of companies, it is an obligation 
of the personnel to work overtime under the 
threat of firing or some other kind of reprisal. 
This situation, in addition to threatening the 
health of the workers, causes family problems 
in that [the workers] are unable to properly ful­
fill obligations to their immediate family. 

On some occasions, because the work time 
is extended into the late hours of the night, the 
workers find themselves obligated to sleep in 
the factor)' facilities, which do not have condi­
tions necessary for lodging of personnel.30 

Bangladesh, El Salvador, and other develop­
ing economies lack the social welfare programs 
that workers in North America and Europe take 
for granted. If workers lose their jobs, they may 
end up without any source of income. Thus, 
workers are unders tandably fearful of being 
fired for noncompliance with demands to work 
long overtime hours. When a worker is threat­
ened with being fired by a supervisor unless she 
agrees to work overtime, and when the super­
visor's intention in making the threat is to ensure 
compliance, then the supervisors actions are 
properly understood as coercive. Similar threats 
are used to ensure that workers meet produc­
tion quotas, even in the face of personal injury. 
For example, a 26-year-old worker who sews 
steering wheel covers at a Mexican maqui la 
owned by Autotrim reports the following: 

We have to work quickly with our hands, and I 
am responsible for sewing 20 steering wheel cov­
ers per shift. After having worked for 9 years at 
the plant, I now suffer from an injury in my right 
hand. I start out the shift okay, but after about 
3 hours of work, I feel a lot of sharp pains in my 
fingers. It gets so bad that I can't hold the steer­
ing wheel correctly. But still the supervisors keep 

pressuring me to reach 100 percent of my pro­
duction. I can only reach about 70 percent of 
what they ask for. These pains began a year ago 
and I am not the only one who has suffered from 
them. There are over 200 of us who have hand 
injuries and some have lost movement in their 
hands and arms. The company has fired over 
150 people in the last year for lack of produc­
tion. Others have been pressured to quit. . . .31 

We do not claim that production quotas are 
inherently coercive. Given a reasonable quota, 
employees can choose whether or not to work 
diligently to fill tha t quota . Employees who 
choose idleness over industriousness and are 
terminated as a result are no t coerced. How­
ever, when a supervisor threatens workers who 
are ill or injured with termination unless they 
mee t a product ion quota that ei ther cannot 
physically be achieved by the employee, or can 
only be achieved at the cost of further injury 
to the employee , the t h r ea t is p roper ly un­
ders tood as coercive. In such cases the em­
ployee will inevitably feel compelled to meet 
the quota. Still o ther factory workers repor t 
being threatened with termination if they seek 
medica l a t ten t ion . For example , when a 
worker in El Salvador who was 3 months preg­
nant began hemorrhaging she was not allowed 
to leave the factory to receive medical atten­
tion. She subsequently miscarried while in the 
factory, completed her long work day, and took 
he r fetus h o m e for bur ia l . 3 2 O t h e r workers 
have died because they were no t allowed to 
leave the factory to receive medical attention.33 

In cases where workers suffer miscarriages or 
death, ra ther than risk termination, we believe 
that it is reasonable to conclude that the work­
ers are coerced into remaining at work. 

According to the analysis provided here , 
workers choose to work in sweatshops because 
the alternatives available to t h e m are worse. 
However, once they are employed coercion is 
often used to ensure that they will work long 
overtime hours and meet production quotas. 
Respecting workers requires that they be free to 
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decline overtime work without fear of being fired. 
It also requires that if they are injured or ill— 
especially as a result of work-related activities— 
they should be allowed to consult health-care 
workers and be given work that does not exac­
erbate their illnesses or injuries. Using coercion 
as a means of compelling employees to work 
overtime, to mee t product ion quotas despite 
injury, or to remain at work while in need of 
medical attention is incompatible with respect 
for persons because the coercers t reat their 
victims as mere tools. It is impor tan t to note 
that even if the victim of coercion successfully 
resisted in some way, the a t tempted coercion 
would remain morally objectionable. This is 
because the coercer acts as if it is permissible to 
use the employees as mere tools. 

V. WORKING CONDITIONS 

Critics of MNEs argue that many workers are 
vulnerable to workplace hazards such as repet­
itive motion injuries, exposure to toxic chem­
icals, exposure to airborne pollutants such as 
fabric particles, and malfunctioning machin­
ery. O n e of t h e m o s t c o m m o n workp lace 
h a z a r d s concerns fire safety. In factories 
throughout the world workers are locked in to 
keep them from leaving the factory. When fires 
break ou t workers are t rapped. This is what 
happened in 1993 when a fire broke out at the 
Kader Industrial Toy Company in Thailand. 
Over 200 workers were killed and 469 injured. 
The factory had been producing toys for U.S. 
companies such as Hasbro, Toys "R" Us, J.C. 
Penney, and Fisher-Price.3 4 In Bangladesh 
alone, there have been 17 fires that have re­
sulted in fatalities since 1995. A recent fire at 
Chowdhury Knitwears claimed 52 lives.35 

Workers are also exposed to dange rous 
toxic chemicals and a i rborne pollutants. For 
example, a Nike-commissioned Ernst & Young 
Environmental and Labor Practices Audit of 
the Tae Kwang Vina factory outside H o Chi 

Minh City, Vietnam, was leaked to the press. 
Among the many unsafe conditions repor ted 
by Ernst & Young at this 10,000-person facil­
ity was exposure to toluene (a toxic chemical 
used as a solvent in paints, coatings, adhesives, 
and cleaning agents) at 6 to 177 times that al­
lowed by Vietnamese l a w . 3 6 . . . In addit ion to 
toluene, workers at the Tae Kwang Vina fac­
tory were exposed to airborne fabric particles 
and chemical powders at dangerous levels. It 
is implausible to think that the (mainly) young 
women who work in the Tae Kwang Vina fac­
tory were informed about these heal th risks 
before they were hired. Ernst & Young reports 
that the employees received no training con­
cerning the proper handling of chemicals after 
they were hired. Since that time Nike has over­
seen substantial hea l th and safety improve­
ments at the Tae Kwang Vina factory, and at 
the other Southeast Asian factories with which 
it contracts. Nonetheless, available evidence 
indicates that unsafe workplace conditions re­

main common among MNE factories :>7 Con­
sider, for example , the r e p o r t of Mexican 
maquila worker O m a r Gil: 

Back in 1993 I got my firstjob in a maquiladora, 
at Delphi Auto Parts. They paid 360 pesos a week 
(about $40). There was a lot of pressure from 
the foreman on the assembly lines to work hard 
and produce, and a lot of accidents because 
of the bad design of the lines. The company 
didn't give us adequate protective equipment 
to deal with the chemicals—we didn't really 
have any idea of the dangers, or how we should 
protect ourselves. The Union did nothing to 
protect us. 

From Delphi I went to another company, Na­
tional Auto parts. In that plant we made car ra­
diators for Cadillacs and Camaros, and there was 
a lot of sickness and accidents there too. I 
worked in the area with the metal presses. There 
were not ventilators to take the fumes out of the 
plant, and they didn't give us any gloves. We had 
to handle the parts with our bare hands, and 
people got cut up a lot. I worked in an area with 
a lot of lead. If you worked with lead, you're sup­
posed to have special clothing and your clothes 
should be washed separately. But the company 
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didn't give us any of that. We had to work in our 
street clothes. 

For all of that they paid 400 pesos a week 
(about $43). We had no union, and there was 
the same pressure for production from the fore­
man and the group leaders as I saw at Delphi. 

Now I work at TRW, where I've been for 
about a month and a half. There's really no dif­
ference in the conditions in any of these plants— 
if anything, my situation now is even worse.3 

If our analysis is correct, then those MNEs that 
tolerate such hea l th and safety risks have a 
duty to improve those conditions. Lax health 
a n d safety s tandards violate the mora l re­
qui rement that employers be concerned with 
the physical safety of their employees. A failure 
to implement appropriate safeguards means 
that employers are treating their employees 
as disposable tools rather than as beings with 
un ique dignity. 

We cannot provide industry specific heal th 
and safety guidelines in the space of this essay. 
However, we believe tha t the In t e rna t iona l 
Labour Organization's carefully worked out 
Conventions and Recommendat ions on safety 
and heal th provide an excellent template for 
minimum safety standards. For example, the 
ILO provides specific r ecommenda t ions re­
garding airborne pollutants in "Occupational 
Exposure to Airborne Substances Harmful to 
Health" (1980) and exposure to chemicals in 
"Safety in the Use of Chemicals at Work" 
(1993). Ethicists, business people, and labor 
leaders with widely divergent views o n a num­
ber of issues can agree on a min imum set of 
heal th and safety standards that should be in 
place in factories in the developing world. We 
re turn to this issue in Section VII. 

VI. WAGES 

O n e of the most controversial issues con­
cern ing sweatshops is the d e m a n d that em­
ployers raise the wages of employees in order 

to provide a "living wage." Workers from all 
over the world complain about low wages. For 
example, 

employees of a maquiladora in Ciudad Acuna, 
Mexico, owned by the Aluminum Company of 
America (Alcoa), calculated that to buy the most 
basic food items needed by a factory worker— 
items such as beans, tortilla, rice, potatoes, 
onions and cooking oil, and excluding such "lux­
uries" as milk, meat, vegetables and cereal—cost 
U.S. $26.87 per week. At the time, weekly wages 
at the plant ranged only from $21.44 to $24.60.40 

While a living wage is difficult to define with pre­
cision, one useful approach is to use a method 
similar to that used by the U.S. government to de­
fine poverty. This method involves calculating 
the cost of a market basket of food needed to 
meet minimum dietary requirements and then 
add ing the cost of o t h e r basic needs . T h e 
Council on Economic Priorities uses this ap­
proach to define a wage that meets basic needs 
in different countries. Their formula is as follows: 

1. Establish the local cost of a basic food basket 
needed to provide 2100 calories per person. 

2. Determine the share of the local household 
income spent on food. Divide into 1 to get total 
budget multiplier. 

3. Multiply that by food spending to get the total 
per person budget for living expenses. 

4. Multiply by half the average number of house 
hold members in the area. (Use a higher share 
if there are many single-parent households.) 

5. Add at least 10 percent for discretionary 
income.41 

The United Nations Development Programme 
employs a similar m e t h o d to distinguish be­
tween th ree different levels of poverty (see 
Table l ) . 4 2 

It is our contention that, at a minimum, re­
spect for employees entails that MNEs and their 
suppliers have a mora l obligation to ensure 
that employees do no t live unde r conditions 
of overall poverty by providing adequate wages 
for a 48-hour workweek to satisfy bo th basic 
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TABLE 1 

Types of Poverty Deficiencies Measures 

Extreme Poverty (also 
known as Absolute Poverty) 

Overall Poverty (also known 
as Relative Poverty) 

Human Poverty 

Lack of income necessary to 
satisfy basic food needs 

Lack of income necessary to 
satisfy basic nonfood needs 

Lack of basic human capabilities 

Minimum caloric intake and a 
food basket that meets that 
requirement 
Ability to secure shelter, energy, 
transportation, and basic health 
care 

Access to goods, services, and 
infrastructure 

food needs and basic nonfood needs . Doing 
so helps to ensure the physical well-being and 
i n d e p e n d e n c e of employees, contr ibutes to 
the development of their rational capacities, 
a n d provides t h e m with oppor tun i t i e s for 
mora l development . This in tu rn allows for 
the cultivation of self-esteem.43 It is difficult to 
specify with precision the min imum n u m b e r 
of hours per week that employees should work 
in order to receive a living wage. However, we 
believe that a 48-hour workweek is a reason­
able compromise that allows employees suffi­
cient time for the cultivation of their rational 
capacities while providing employers with suf­
ficient productivity. In addi t ion, MNEs a n d 
their suppliers have an obligation to pay ap­
propriate host nations taxes and mee t appro­
priate codes and regulat ions to ensure that 
they contribute in appropriate ways to the cre­
ation and maintenance of the goods, services, 
and infrastructure necessary for the fulfillment 
of h u m a n capabilities. Anything less than this 
means that MNEs, or their suppliers, are no t 
respecting employees as ends in themselves. 

VII. ECONOMIC CONSIDERATIONS 

. . . In a recent paper, Ian Maitland criticizes 
both the labor and h u m a n rights activists who 
have accused MNEs of unjust labor practices, 
as well as MNEs, such as Nike, that have re­

sponded by acquiescing to some of the activists' 
demands . 4 4 . . . In addition to assessing the ve­
racity of claims regarding worker exploitation, 
he sets out to de termine "the ethically appro­
priate levels of wages and labor standards in in­
t e rna t iona l sweatshops."4 5 H e argues tha t 
philosophers . . . who object to letting market 
determinat ions alone set wage standards, are 
misguided on the grounds that "attempts to 
improve on marke t outcomes may have un­
foreseen tragic consequences ." 4 6 Maitland's 
a rgumen t s r ega rd ing ethically app rop r i a t e 
levels of wages a n d labor s tandards may b e 
summarized as follows: 

1. Workers in the urban, formal sector of devel­
oping nations earn better wages than do work­
ers in the rural, informal sector. 

2. The imposition of wages or labor standards 
greater than that demanded by the market in­
creases costs. 

3. Increased costs result in layoffs and slow in­
vestment in the formal sector. 

4. Formal sector layoffs result in a surplus supply 
of labor in the informal sector. 

5. A surplus of informal sector workers depresses 
income in the informal sector. 
Conclusion: higher wages or labor standards 
increase poverty and limit economic growth 
in developing nations. 

Appealing as it does to textbook economic 
theory, Maitland's conclusion retains an au­
thoritative quality. Naive critics of MNEs fail 
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to take into considerat ion rudimentary eco­
nomic theory, and cynical corporate managers 
ignore these economic realities in o r d e r to 
preserve their b r a n d images and corpora te 
reputations. Maitland has done a valuable ser­
vice by raising issues of central importance to 
the welfare of millions of powerless and im­
poverished people. However, is his conclusion 
correct? In the remaining port ion of essay we 
argue that it is not. 

First, despite his faith in the ability of inter­
national markets alone to generate ethically 
acceptable wage and labor standards for MNEs 
and their contractors . . . Maitland does not 
himself defend an unres t r ic ted marke t ap­
proach. It is not clear, however, that Maidand 
recognizes this fact. The most obvious evidence 
in support of this conclusion is his criticism of 
corporate managers who, he believes, merely 
seek to appease their critics. "Not a single com­
pany has tried to mount a serious defense of its 
contracting practices. They have j u d g e d that 
they cannot win a war of soundbites with the 
critics. Instead of making a fight of it, the com­
panies have sued for peace in order to protect 
their principal asset—their image."4 Thus, ac­
cording to Maitland, corporate managers have 
made the strategic decision to respond to mar­
ket forces—in this case consumers' preferences 
and o ther market ing considerations—in the 
m a n n e r they deem most consistent with prof­
itability. Given Maitland's faith in the free mar­
ket, one migh t expect h im to criticize this 
strategy because it is inefficient.48 However, 
Mait land does no t pursue this approach . 
Instead, h e argues that managers should no t 
appease their critics—even if managers regard 
this as the strategy most consistent with 
profitability—because doing so will have un­
desirable economic and mora l outcomes , 
namely, higher unemployment and slower eco­
nomic growth. There is, then, a contradiction 
at the heart of Maitland's analysis. He argues in 
favor of improvements to current market out­
comes, while at the same time he argues against 

attempts to improve on market outcomes on 
the grounds that doing so will result in unde­
sirable moral consequences.4 9 

Second, some of the most compell ing evi­
dence in support of the proposition that MNEs 
can improve workplace health and safety con­
ditions while avoiding "tragic outcomes" comes 
from MNEs themselves. Companies such as 
Levis Strauss, Motorola, and Mattel have ex­
pended considerable resources to ensure that 
employees in their global sourcing operations 
work in healthy and safe environments . For 
example, Levis Strauss & Company stipulates 
that "We will only utilize business partners who 
provide workers with a safe and healthy envi­
ronment."5 0 Levis is known for acting in a man­
n e r consis tent with this policy. Motoro la 
explicitly endorses the idea of respect for per­
sons in their Code of Business Conduct . The 
Code is built on two foundations: 

Uncompromising integrity means staying true to 
what we believe. We adhere to honesty, fairness 
and "doing the right thing" without compromise, 
even when circumstances make it difficult. 
Constant respect for people means we treat oth­
ers with dignity, as we would like to be treated 
ourselves. Constant respect applies to every in­
dividual we interact with around the world.51 

T h e physical instantiation of these principles 
can be seen at a Motorola's factory in Tianjin, 
China: 

In the company cafeteria, workers queue up po­
litely for a variety of free and nutritious meals. 
One area is set aside for a pregnancy well-care 
program. A booth is open at which appoint­
ments can be made with the company medical 
staff. There is a bank branch dedicated to em­
ployee needs. It is a scene that one might expect 
in a Fortune 500 corporate campus in the 
United States. The overwhelming sense is of a 
pleasant, orderly place in which people are ful­
filled in their work.52 

Recently Mattel a n n o u n c e d the creat ion of 
a global code of conduc t for its p roduc t ion 
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facilities and contract manufactures. It has 
spent millions of dollars to upgrade its man­
ufacturing facilities in order to improve 
worker safety and comfort. Furthermore, it 
has invited a team of academics lead by S. 
Prakash Sethi to monitor its progress in com­
plying with its self-imposed standards and to 
make their findings public.53 This is believed 
to be the first time that a major MNE has vol­
untarily submitted to external monitoring. 
The examples set by Levis, Motorola, and Mat­
tel provide evidence that MNEs are capable 
of improving worker health and safety with­
out causing further hardship in the commu­
nities in which they operate. 

Finally, it is not clear that improving em­
ployee wages will inevitably lead to the "tragic 
consequences" that Maitland and others pre­
dict. The economic issues under consideration 
are complex and we cannot address them here 
in the detail they deserve. Nonetheless, several 
reasons may be provided for thinking that Mait-
land's conclusion is incorrect. With regard to 
the lowest paid formal sector wage earners in 
developing countries, the assumption that 
productivity is independent of wage levels is 
dubious. 

As exceptionally low wages are raised, there may 
be increases in productivity either because of in­
duced management improvements or because of 
greater labour efficiency due to a decrease in 
wasteful labour turnover and industrial disputes 
and to improvements in workers morale and nu­
trition resulting, in turn, in an increase in the 
workers willingness and capacity to work and a 
reduction in the incidence of debilitating dis­
eases, time off due to illness and accidents 
caused by fatigue. If higher wages, at least over 
a certain range, are accompanied by certain im­
provements in labour productivity, it is conceiv­
able that labour costs could decrease rather than 
increase and to such an extent that employment 
would not fall.54 

Put simply, workers whose minimum daily 
caloric intakes are met, and who have basic 

nonfood needs met, will have more energy 
and better attitudes at work; will be less likely 
to come to work ill; and will be absent with 
less frequency. Workers are thus likely to be 
more productive and loyal. Economists refer 
to a wage that if reduced would make the firm 
worse off because of a decrease in worker pro­
ductivity as the efficiency wage. Empirical ev­
idence supports the view that increased 
productivity resulting from better nutrition 
offsets the cost of higher wages.55 Thus, if work­
ers are being paid less than the efficiency wage 
in a particular market there are good eco­
nomic reasons, in addition to moral reasons, 
for raising wages. Higher productivity per hour 
could also help alleviate the need for overtime 
work and facilitate a 48-hour workweek. 

One might object that our analysis implies 
that MNE managers are unaware of the corre­
lation between wages and productivity, and that 
such ignorance on the part of MNE managers 
is implausible. Our reply is twofold. First, work­
ers in developing nations are frequently paid 
less than the efficiency wage in those labor mar­
kets. Second, findings from an El Salvadoran 
Ministry of Labor study of maquiladora factories 
are instructive. Researchers found that "Ac­
cording to the production managers inter­
viewed, some companies use North American 
and Asian efficiency and productivity levels as 
a parameter for establishing production goals, 
without considering the different nutritional 
conditions and technical capacity of our work­
ers."56 We believe that such erroneous as­
sumptions have been widespread among MNE 
managers. 

Part of Maitland's analysis rests on the as­
sumption that increased labor costs will in­
evitably result in higher unemployment in 
competitive markets. Maitland is correct to 
identify this view as a common belief among 
many economists, especially as it relates to min­
imum wage legislation. However, this view 
has been challenged in recent years. In their 
influential recent book-length study of the 
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impact of m i n i m u m wage increases on em­
ployment, David Card and Alan Erueger argue 
that their reanalysis of the evidence from the 
United States, Canada, the Uni ted Kingdom, 
and Puer to Rico indicates tha t the existing 
data do no t provide compell ing evidence for 
the tex tbook view. In addi t ion , Card a n d 
Krueger analyzed new data for recent increases 
in the m i n i m u m wage in the Uni ted States. 
The i r analysis is complex, bu t the results of 
their analysis are straightforward. "In every 
case . . . the estimated effect of the min imum 
wage was ei ther zero or positive."59 Increased 
labor costs appear to have been passed on to 
consumers in the form of higher prices with­
ou t increasing unemployment . Again, these 
data unde rmine the textbook view regarding 
the impact of increases in the min imum wage. 
Economist Richard Freeman summarizes the 
impact of Card and Krueger's work as follows: 

the b u r d e n of proof remains with those who 
maintain that increased labor costs must in­
evitably result in higher unemployment . Sec­
ond , we wish to emphas ize tha t we are no t 
taking a position in this essay on increasing 
federally manda ted min imum wages in devel­
oping nations. Rather, our content ion is that 
it is economically feasible for MNEs to volun­
tarily raise wages in factories in developing 
economies without causing increases in un­
employment. MNEs may choose to raise wages 
while mainta in ing existing employment lev­
els. Increased labor costs that are no t offset by 
greater productivity may be passed on to con­
sumers, or, if necessary, absorbed th rough in­
ternal cost cutting measures such as reductions 
in executive compensat ion. 

VIII. CONCLUSION 

the Card-Krueger work is essentially correct: the 
minimum wage at levels observed in the United 
States has had little or no effect on employment. 
At the minimum, the book has changed the 
burden of proof in debates over the minimum, 
from those who stressed the potential distribu­
tional benefits of the minimum to those who 
stress the potential employment losses.60 After 
evaluating recent work on the impact of mini­
mum wages, economists William Spriggs and 
John Schmitt reached a more determinate con­
clusion: "The overwhelming weight of recent ev­
idence supports the view that low-wage workers 
will benefit overwhelmingly from a higher fed­
eral minimum."61 

Two points concerning wages should be dis­
tinguished. First, conclusions concerning the 
impact of U.S. min imum wage legislation on 
u n e m p l o y m e n t c a n n o t automatical ly b e as­
sumed to apply to developing nations. Careful 
study of the un ique conditions of those labor 
markets is necessary before corollary claims 
can be assessed. Nonethe less , the tex tbook 
view rests significandy on studies concerning 
the U.S. labor market. As such, we believe that 

As Kant argues, it is by acting in a manne r con­
sistent with h u m a n dignity that persons raise 
themselves above all things. Insofar as we rec­
ognize the dignity of humanity, we have an 
obligation to respect bo th ourselves and oth­
ers.62 We have argued that MNE managers that 
encourage or tolerate violations of the rule of 
law; use coercion; allow unsafe working con­
ditions; and provide below subsistence wages, 
disavow their own dignity and that of their 
workers. In so doing, they disrespect them­
selves and their workers. Further, we have argued 
that this moral analysis is not unde rmined by 
economic considerations. Significandy, MNEs 
are in many ways more readily able to h o n o r 
the humanity of workers. This is because MNEs 
typically have well-defined internal decision 
structures that, unlike individual moral agents, 
are no t susceptible to weakness of the will.63 

For this reason, MNE managers who recog­
nize a duty to respect their employees, a n d 
those of their subcontractors , are well posi­
t ioned to play a constructive role in ensur ing 
that the dignity of humani ty is respected. 
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Taking Responsibility for Bribery: 
The Multinational Corporation's 
Role in Combating Corruption 

Corruption is an underappreciated impediment 
to the realization of human rights in develop­
ing countries. While government officials profit 
from bribes taken from multinational corpora­
tions and others, many citizens' rights are com­
promised. Like any economic transaction, 
corruption has both a demand side and a sup­
ply side. Public officials demand bribes, and pri­
vate citizens or organizations, such as businesses, 
supply the bribes. Any system to control cor­
ruption by attacking only one side of the trans­
action will surely fail. An effective anticorruption 
system requires a variety of measures attacking 
corruption from all sides. In this essay, we focus 
on the attempts made to control the supply side. 

The essay proceeds by reviewing the impact 
of corrupt ion on h u m a n rights. In the follow­
ing section, we evaluate the international efforts 
to outlaw corrupt ion and their effectiveness 
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to date. Next, we discuss a corporate princi­
ples approach to controll ing bribery in inter­
na t iona l business t ransact ions a n d review 
current corporate practices. The final section 
looks specifically at Royal Dutch/Shell 's efforts 
at combating corrupt ion. 

CORRUPTION AS AN IMPEDIMENT 
TO THE REALIZATION OF HUMAN 
RIGHTS 

A c o m m o n under s t and ing of in ternat ional 
human rights laws and obligations is established 
in international treaties and declarations. The 
most well known of these are the Universal De­
claration of Human Rights (UDHR), the Inter­
national Covenant on Economic, Social, and 
Cultural Rights (ICESCR), and the International 
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