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|. INTRODUCTION

The problem of poverty presents the opportunity of labour ex-
ploitation. Opportunities to profit out of the misery of others occur in
avariety of trades,! including flowers? textiles,? oil,* and diamonds.®
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Multinational companies can make a killing on their investments—
literally.® Often, as in the case of conflict diamonds,’ the source of
the commodity resulting from exploitation cannot be traced.?

Not only are labour exploitation patterns recurrent in severa in-
dustries, human rights violations occur throughout the third world in
places as diverse as Saipan,® Ecuador,™ Papua New Guinea, ™ Indone-
sia®* Myanmar (formerly Burma),®® and Nigeria,®* and often impli-
cate first-world multinational corporations.’®
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tions; however, even charges of murder or genocide are sometimes
aleged.® Quite simply the fact is that consumers want cheap goods,
and third-world labour, particularly child and slave labour, is cheap.
Comgoanies exploit third-world labour because exploitation is profit-
able.

These facts, and the instability of local governments,? often put
corporations doing business in the third world into questionable posi-
tions. Usually these ethical problems are resolved quickly by looking
to whether profit is hindered or aided.?> While we may expect a cor-
poration to behave ethically when it costs nothing, we should realisti-
cally expect the corporation to maximise its profits when behaving
ethically will reduce profits, even when that means exploiting sweat-
shop labour, for example® Partialy, this is because the company
will become less competitive with other businesses that do not re-
nounce exploitative profits® The fact that competition, whether
among corporations or states, can lead to sub-optimal outcomes ex-
plains why law rightly imposes limits on market transactions.>

This Article explores market forces that may contribute to con-
trolling corporate behaviour and the internal regulatory structure of
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lished by the company itself,?® the industry,?” pressure groups,®® the
state, or by international organisations,?® such as the International La-
bour Organisation (ILO)* and the Organisation for Economic Co-
operation and Development (OECD).*" The corporate social respon-
sibility movement seeks to influence directly or indirectly or control
corporate behaviour through a combination of (1) marketplace activ-
ism (influence over or via capital structure and sales of the corpora-
tion), (2) internal self-regulation (codes of conduct),* and (3) share-
holder activism. Accordingly, this Article examines indirect influ-
ence via market forces affecting capital and sales, and direct control
or influence via the corporation’s internal organisation through codes
of conduct and shareholder activism.

Individually the soft-law norms explored here are generally not
very effective® However, in concert with other regimes, they can
encourage improved human rights protection.® Thus, although the
state still plays a key role in the spectrum of international legal enti-
ties, it isincreasingly supplanted by sub-state and supra-state norma-
tive regimes.
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