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Globalization's Next Frontier: Principled Codes of Conduct that 
Bolster the Rule of Law
A speech from Deloitte Global CEO and Senior Partner William G. Parrett

Speaking to gala dinner guests of an International Center for Corporate Accountability 
forum assembled May 14, 2004, at the United Nations, Deloitte Touche Tohmatsu 
Global CEO William G. Parrett called on multinational corporations to establish and 
follow codes of conduct that transcend minimum compliance, through principled ethical 
behavior that bolsters the rule of law and would therefore lead to expanded economic 
opportunities around the world. 

In a speech titled "Globalization's Next Frontier: Principled Codes of Conduct that 
Bolster the Rule of Law," Parrett told global ethics and business leaders, representatives 
from non-governmental organizations (NGOs) and academic institutions that 
globalization and world security itself could be jeopardized unless multinational 
corporations develop ethical conduct that adheres to values and principles rather than 
just written law. Learn more from our press release, or read the speech in its entirety below: 

Speech: "Globalization's Next Frontier: Principled Codes of Conduct that Bolster the Rule of Law" 
Good evening! Thank you, Professor Donaldson, for your gracious introduction. It is a privilege to be here, and a 
pleasure for me to follow such a wonderful meal. 

Today, billions of people in developing countries are deciding who to follow. Those people hunger for more than 
food. They want good health and a safe environment. They want work, a decent wage, and respectful working 
conditions. 

But, for some time now, the question for all of us has been clear. Will developing nations continue to give 
globalization a chance — especially if unprincipled economic conduct enriches the wealthy at the expense of the 
poor? Governmental institutions, non-governmental organizations, and, yes, multinational corporations — all of us 
are in this together, and all of us must be part of the solution. 

I am not talking about socialism. What I am talking about is ethical behavior that will promote globalization as an 
ever-growing force for peace and prosperity. 

Make no mistake — multinational corporations have brought great value to the world economy. They have exported 
free enterprise, training, capital, and much, much more. Multinational corporations also have many incentives to act 
ethically — from building a    brand to building the bottom line. You've seen the studies. Perhaps my favorite is 
one from the Harvard Business School. It found that "ethics-based" companies increased their net income 756 
percent — versus just 1 percent for companies who put profit first. 

It would be a mistake, however, for corporations to view ethical behavior solely through the lens of financial return. 
Like yours, Deloitte's view is more balanced. We believe that financial results are just one indicator of a company’s 
success. So much so, that we are currently developing a tool to help assess sustainability — holistically — across 
such dimensions as a company's core values and leadership, people practices and community impact, to name just a
few. We call it "IQP," which stands for "Integrity Quality Performance." 

Our premise is that many factors other than financial success contribute to sustainability. And that strong 
governance and ethical behavior contribute significantly to corporate well-being. That is why, tonight, I want to talk 
about something new. Tonight, I want to focus on bolstering the rule of law as an important motivation for 
implementing voluntary codes of conduct. 

As the foundation of civilized society, the rule of law fosters democracy, and makes it possible to have highly 
efficient markets. Yet, today, the rule of law is under sustained attack. From Bali to Baghdad, from Manhattan to 
Madrid — we have seen dramatic instances of the rule of law under siege by terrorism (and, in all of those places, 
Deloitte has people). 

Terrorism is a visible threat to sustainability, and the rule of law. But there are other, less obvious assailants. One of 
the least visible yet most dangerous is unprincipled economic conduct. Wherever it occurs, unprincipled conduct 
extracts a price. Sadly, those who pay the most are those who can afford the least. It's been estimated that if India 
were "almost free of corruption" by 2010, the average Indian family would earn 22 percent more. Such an increase 
would enable 125 million people in India to escape poverty. 
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So where is the world today?  
Modern technology has changed our world forever. There is no going back. Our world has grown smaller and more 
connected. Yet the gap between rich and poor has grown larger and more difficult to bridge. Consider the U.S. 
federal minimum wage of US$5.15 per hour — which some believe is too low. This would be a windfall for those 
people who work in developing countries for less than 30 cents per hour. 

Such disparity cannot be ignored. Nor can the conduct of companies who profit from unethical behavior: 

In Colombia, for example, women grow and harvest flowers in huge greenhouses where labor rights violations 
and health hazards occur daily; 
This past December, the director general of Nigeria's food and drug administration barely escaped 
assassination. Why did gunmen fire on her car, narrowly missing her? Because she was prosecuting those 
who make and import counterfeit drugs, the leading cause of stroke and heart failure in Nigeria; 
And I would be remiss if I did not mention the United States, where slave ships were once welcomed to our 
shores. 

To bolster the rule of law, multinational corporations must engage in ethical behavior that promotes greater 
economic opportunity. Otherwise, the divide between those who have and those who don’t will continue to grow — 
and provide fertile ground for the seeds of hatred and unrest to take root, leading to terrorism. 

We should be troubled by a recent news report. In the report, al-Qaeda's former operations chief told his captors the
following about his role in 9/11: "We were looking for symbols of economic might ... We talked about hitting 
California, America's richest state ..." 

My message today is that principled economic behavior is a long-term investment in the security of nations. The 
world cannot afford economic misconduct to separate rich and poor — and serve as a rationale for terrorism. So, 
tonight, I ask you to join me in a call to leadership. Tonight, I call upon multinational corporations everywhere to 
lead the world to globalization's next frontier — through principled codes of conduct that bolster the rule of law. Not 
just the letter of the law — not just minimum compliance with some baseline code. But, instead, something that will 
really make a difference! 

Principled codes of conduct that answer first to the moral underpinnings that support all law. 

Principled codes of conduct that set objective, quantifiable standards. 

Principled codes of conduct that use independent monitoring — and require transparent 
communication with the public. 

That also goes for my profession — the accounting profession. I know many of you may think it unlikely that an 
accounting firm may be leading the charge for ethical change — but it is critical for us and for our clients. We are 
rules-driven — certainly in the United States — and we have always strived to "follow the rules." But in the wake of 
scandals and the loss of investor confidence, we obviously must do more to restore public trust. 

In a global environment, principles are important because rules cannot cover all situations. But principles can by 
encouraging and demanding responsible action. For some, ethical principles are built into their foundations. For 
others, that is not the case. But all of us can do more! 

Of course, I would not challenge others to become more ethical without asking the same of Deloitte. As you might 
imagine, it is a vast effort for an organization with 120,000 people in 150 nations. In brief, we seek to transform our 
ethical behavior from an implicit norm to an explicit standard: 

We have established a Global Ethics & Compliance program, and named our first Global Ethics Officer, Kjeld 
Bøg, of our Danish firm; 
We are creating a global code of conduct — based upon nine principles to unite our people ethically — 
wherever they may be; 
And our code has some teeth — specifying for the first time that any member firm or partner who fails to live 
up to our ethical principles will be subject to expulsion or termination; 
Deloitte member firms will use our global code as an overarching guide in developing their own codes of 
conduct — giving them the flexibility to address local regulatory, legal and cultural requirements, while still 
meeting the highest standard of global conduct; 
We will formally adopt and announce Deloitte's code of ethics this June at our World Partners Meeting in 
Rome. 

While establishing our code is a crucial first step, our conduct is far more important. As our Chief Ethics Officer says, 
"It's not the paper, it's the behavior that counts."  As CEO of the Deloitte organization, I take the responsibility for 
serving as the example of ethical behavior for Deloitte. I know that I must set the "tone at the top" if I am to drive 
my personal commitment to ethical behavior throughout our organization. 
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At Deloitte, ethical behavior also embodies corporate social responsibility 
In South Africa, for example, we partner with others to help develop accounting skills among historically 
disadvantaged groups. We also help support the Phelophepa Health Train, which brings much-needed medical 
attention to people living in rural South Africa. Other examples include: 

Hong Kong, where we work as mentors; 
Chile, where we provide legal advice to the underprivileged; 
The United States, we work closely with the Junior Achievement organization to help educate our youth about 
business ethics. 
And we have the objective of becoming an Employer of Choice everywhere we operate. 

We want to serve as an example that multinational corporations would be proud to follow. That's important — 
because, going forward, the world has embarked upon a struggle between competing voices. The voices that 
promote democracy and free-markets must act ethically if globalization is to succeed. If we don't, the people of 
developing nations will consider other voices — voices that may promise to feed their children, but will do nothing 
more than feed their anger. 

The principled conduct of multinational corporations is absolutely essential in planting the seeds of stability and 
prosperity for all. Multinational corporations account for one-third of the world's Gross Domestic Product, and two-
thirds of world trade. Multinationals can be a powerful influence for good — especially in countries whose 
governments lack a strong tradition of democracy and the rule of law. 

Therefore, it is no longer sufficient for multinational corporations to do merely what is legal. In every instance, 
multinational corporations must do what is right — through their conduct, not just their words. 

I do not apologize for challenging Deloitte or multinational corporations to observe a higher standard. Because I am 
not suggesting that MNCs do not have standards, or that they are doing poorly. Instead, I am challenging 
multinational corporations to observe higher standards in a globalized world where we are all connected. 

It is our duty to act responsibly, and, in doing so, help democracy and free markets become the options of choice for
billions of people. We must get this right! It has been said that ethics guide our actions when no one else is 
watching. Well, today, the world is watching — and hoping. 

But there are decisions to be made 
Deloitte and multinational corporations have two options. We can decide to act out of self-interest, engage in 
minimal compliance, and let profit be our only measure of success. Or, all of us can step up and decide to be 
leaders, bolster the rule of law through our conduct, and bring together new markets for global well-being. 

The choice is clear. Without the rule of law, wealth is irrelevant. The price of chaos far exceeds the cost of doing 
what is right. So, tonight, let's celebrate the only choice we can rightfully make. 

Thank you. 

Contact us for more information about this topic. 
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