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Preface to the First Taiwanese Edition

Each society is a different mix of an economic system, a political form
of government, and a social structure. Free enterprise as it is found in the
United States is somewhat different from that found in Germany or in Japan.
Each of the so-called East Asian Tigers — Taiwan, South Korea, Hong Kong
and Singapore—share similarities, but each is different, each is finding its
own way and, despite similarities, each is unique.

The face of capitalism as described by Marx has changed dramatically in
the developed countries of the world, and in such countries is no longer
recognizable as the same phenomenon. A large middle class of workers,
through their ownership of stock in pension plans and personal accounts, are
now part owners of the means of production. Democracy and the power of
the ballot have given a voice to the workers that they did not have in the
Nineteenth and the first third of the Twentieth Century. Legislation has
tamed the more rapacious aspects of the market, has protected consumers, has
recognized the rights of workers on the job, and has forced large enterprises
to control pollution and diminish environmental harm.

As societies have become more complex, the world has learned that
centralized planning can take a nation only so far. A fair or just market is
more efficient than any government as a processor of information about
consumer demand, the prices that people are willing to pay, the allocation of
resources for competing purposes, the jobs that are available, and so on. We
have also learned that the wide availability of information is essential to the
development of new ideas and products. In the Information Age democracy
and a relatively free economy go hand in hand, because both are the most
effective ways to utilize information. Centralized control is both inefficient
and inhibits innovation and creativity--neither of which can be commanded.

Business ethics as a field started in the United States in the 1970s. Of
course there were ethical issues from the time business began. There was
always concern that exchanges between people were equal and that one was
not being taken advantage of. Nonetheless, in the early period of
industrialization it was not ethics but power that played the dominant role.
Employees, to be sure, were not to steal from their employers, and there was
some discussion of fair prices and fair wages. Churches preached morality,
and labor unions fought for better wages and working conditions. But so
long as business provided employment and produced goods of reasonable
quality at a reasonable price, many people felt that ethics did not really apply
to business, even though people in business should not steal or cheat or lie.
The general moral rules applicable to society applied to people in business.
But these rules did not seem to apply to business itself. I call this social
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phenomenon AThe Myth of Amoral Business.= One of the tasks of this
book is to disclose the Myth as a myth, and to articulate the fact that morality
or ethics applies to business as well as to individuals.

The belief that business is amoral began to change in the 1950s in the
United States. By the 1960s people had become aware that industry,
through the development of modern science and technology, had the power to
dramatically and adversely affect the environment, their lives, and the future
of the planet. In addition consumers began to organize to voice their rights,
just as workers had done almost a century before. The result in the United
States was a movement on the part of business to justify its legitimacy and to
defend itself against attacks through the notion of Asocial responsibility.=
Under public pressure companies publicized their charitable contributions,
the actions they were taking to prevent environmental harm, the ways in
which they treated all employees equally and without discrimination (no
matter what their gender or race or nationality or religion), and so on.

The next step, taken by academics, was to develop an overall context in
which the actions of business could be objectively evaluated from an ethical
point of view. The result was the rise of what is known in the United States
as business ethics.

Although the movement was at first grudgingly recognized by
companies, more and more slowly accepted it as they developed ethical codes
to govern their actions. Legislation of various forms helped accelerate the
process, such as a United States law passed in 1977 that made it illegal for
any U.S. company to pay bribes to any high level government official
anywhere in the world. In 1998 similar laws were passed in OECD
countries.

The globalization of business carried with it the need to extend the
notions of business ethics to wherever business was carried out. The first
targets of ethical criticism were American multinationals, whose actions were
tracked and whose unethical actions were publicized by human rights groups,
environmentalists, and those in business ethics. @ The presence of
multinational corporations in South Africa during the period of apartheid
resulted in many protests in the United States against U.S. companies in
South Africa and led to the companies policing themselves and joining in the
fight against apartheid.

Although the business ethics movement started in the United States it
was not long before it spread to Western Europe in the 1980s, and since then
it has spread to Japan, to other parts of Asia, to Latin America and to Africa.
It is weaker in some countries than in others, and not present at all as a
movement in still others. Numerous international codes or standards of
corporate ethical behavior have been developed, and the UN itself is in the
process of developing an international code for corporations. So business
ethics has truly become a global concern.
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The translation of this book in Taiwan is an indication of an interest in
the field in this country, and the prior appearance of this book in Russia,
Japan and mainland China, as well as other countries, indicates a growing
international awareness of the area. Yet, as the reader will discover, this
book was written primarily for an American and Canadian audience. That is
obvious in many of the examples, in the discussion of U.S. laws and practices
and in some of the assumptions made and not stated. So how can we
explain the interest in it in other countries, and especially in those now
beginning to adopt a free enterprise system?

Part of the answer is that from this book those now entering the world
market can see what the “rules of the game” are in business, and what is
expected of corporations from an ethical point of view not only in the United
States, but also on the world scene. Nonetheless, it is clear that these in
other countries cannot simply take the contents of his book over whole. The
general principles will apply no matter what the country. But the particulars
will not always be applicable. Yet one country can and should learn from
other. Those who are involved in the transition to a market economy or
those going from a less developed stage to a more robust stage can learn from
the countries that have gone through that development what some of the
pitfalls and negative tendencies of capitalism are, what legislation has proven
helpful and beneficial, how public opinion can play a role in tempering big
business. The importance of contracts and enforced legislation that
guarantees contracts is essential to keeping the system fair. This is a lesson
that Russia and some newly emerging free enterprise economies are learning
the hard way. Equally important is the role of government in curbing
monopolies, in keeping the market fair and open to new entrants, and in
controlling what economists call externalities. The market is only in part
self-correcting. ~ Although perhaps in the long run corruption proves itself to
be inefficient, it can take a long time and do great damage until that time
comes. Fair legislative controls are needed to correct market failures and
inadequacies, and are important from the start.

The developed countries have learned how to deal with the grossest
abuses of capitalism and have for the most part done away by legislation with
child and slave labor, with unsafe and unhealthy sweat shop working
conditions, with below-subsistence wages, and with the other ills that
capitalism brought with it. Those ills are now found in the developing
countries. But we know how to cure those ills, and countries and their
people need to be empowered and motivated to do so.

The new ethical issues for business are those that come with the
Information Age, with the Internet and the new business developments this
makes possible and fosters across borders. Business ethics is not a list of
rules or a static discipline. It must be as dynamic as business itself, as
international as business has become, and as powerful a counter to the evil
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tendencies that profit and greed foster as those tendencies themselves.

Ethical people are needed and without them no business can be ethical.
Ethical corporate structures bolstered by ethically justifiable legislation are
also needed, as are enforced contracts and laws, and penalties for violators.
Law is not enough, but neither is ethics by itself. It is my hope that this
volume will enable those who are interested in ethics in business in Taiwan to
learn how to argue effectively for their views and to demand a level of ethics
in business that they deem worthy of human beings in their social
interactions.

Richard T. De George
September, 2003
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