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An Overview of the Essays as a

Platform for Further Dialogue

Georges Enderle

Developing business ethics in China is a long-term undertaking, full
of complex issues, uncertain prospects, and urgent tasks. Nobody can
reliably predict how China will look like in ten years. Through the
economic reform and the opening up to the world, the last 20 plus
years have brought about tremendous changes to the country;
undoubtedly it deserves to be called, over all, an impressive success.
But it is also undeniable that enormous challenges lie ahead: to build
up not only a competitive and prosperous, but also an equitable and
sustainable economy; to establish not only an effective, but also a
democratic and stable rule of law; to foster a vibrant civil society; and
to play a constructive and responsible part in international affairs.

While it goes far beyond business ethics to address all these
challenges, its limited scope is still very large. To develop business
ethics in China is vital for the country as well as for the world com-
munity. This development requires thorough investigations, coura-
geous actions, and lasting commitments on the side of researchers and
academic institutions on one hand and of business people, companies,
and policy makers on the other. The aim of this book is to encourage
and advance this multifaceted development of business ethics. The
intention is to engage both Chinese and non-Chinese scholars and
business leaders in a dialogue to explore the concerns and views of
each other and thus learn from each other. Although this collection of
essays is only a modest step in this long-term undertaking, it already
makes several important points unmistakably clear.

Four EssenTIALS

1. Contrary to a belief widely held in Western countries, there is
no “ethical vacuum” in China. Confucian ethics, with its history of
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2,500 vyears, socialist ethics promulgated since 1949, and many
Western and other influences have combined to create a kind of
ethical awareness that sharply contrasts with a “value-free” view of
business. This does not mean that China has a unified and consistent
ethical understanding. Indeed, one can observe not only moral
pluralism but also much moral confusion (which, by the way, also
characterizes other countries in varying degrees). To put it simply, the
question is less whether or not ethics matters and move what kind of ethics
should be applied.

2. Given the extremely complex and dynamic transformation
process of the country, there is an urgent need to build up formal insti-
tutions that ave effective, stable, and fair. Of course, institution build-
ing is a difficult and lengthy process and cannot succeed without
numerous trials and errors. Yet, it is essential from the ethical perspec-
tive because institutions and the lack thereof shape, for better or
worse, the behavior of individuals and organizations. Those who con-
ceive ethics only in personal terms, be they influenced by a widespread
view in the United States or an exclusive notion of virtue ethics, have
difficulty recognizing the crucial importance of institutional ethics.
Well understood, it does not diminish in any way the indispensability
of personal ethics.

3. With the national economic reform, the world of enterprises in
China has changed dramatically. Not only have business organizations
multiplied in number and taken on a wide variety of forms, but more
importantly they have gradually gained more autonomy and bigger
spaces of freedom. Accordingly, the presuppositions for corporate
ethics have been established. There is no doubt that, for the develop-
ment of business ethics in China, the roles and responsibilities of busi-
ness organizations, be they Chinese, joint-ventures, or foreign companies,
are becoming increasingly important. If, as stated earlier, a kind of eth-
ical awareness exists in China today, it will be interesting to observe
how this drives and impacts the shape of business organizations.

4. Talking about business ethics in China evokes many questions
in the West as to whether or not the cultural differences between the
two prevent a genuine mutual understanding. Such questioning is
part of a necessary and healthy process to neutralize naive assumptions
about Chinese attitudes and behavior, and to identify real cultural dif-
ferences. At the same time, to consider all cultural differences as insur-
mountable seems to me equally naive and unacceptable. Continuous
and open communication can certainly reduce the “cultural obsta-
cles” significantly and cultural diversity does not necessarily mean eth-
ical relativism. The development of business ethics in China needs to
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addvess cultural diffevences and to find a common ethical ground
supported by a majority of Chinese and in accordance with international
standards.

These four major insights emerged from the International Conference,
Developing Business Ethics in China, held on May 29-31, 2002 in
Shanghai and supported by the Shanghai Academy of Social Sciences
and the International Society of Business, Economics, and Ethics
(ISBEE). They also form the context that may help to ground the var-
ious chapters of this book that were selected from this rich conference
program. (For more about this meeting, see Xiaohe Lu’s review in the
following chapter.)

OVERVIEW

This book includes three parts, each dedicated to a crucial area of
research and discussed by both Chinese and non-Chinese authors.
Some contributors address their particular topics from their own
country’s perspective, be it Chinese, Japanese, American, German, or
South African, offering their ideas and experiences without drawing
direct links to another country’s situation. These contributions are
like bridgeheads, well positioned and carefully constructed, which
constitute an important first step for a real dialogue, helping to clearly
identify the concerns and questions for a fruitful dialogue. Other writ-
ers adopt a very global point of view that sets out the broad context
that should be taken seriously in any encounter between China and
other countries in the twenty-first century. A third group of authors
go further in the bridge building by directly dealing with how inter-
national exchange may contribute to the development of business
ethics in China. Crucial issues are: the importance of a systemic per-
spective for developing appropriate institutions that support “good
business” in China; similar conceptions of the market economy
between different ethical traditions, for instance Confucian ethics and
Christian ethics; the shift away from the corporate amorality doctrine
toward an understanding of the corporation as a moral personality;
and the indispensable roles and responsibilities individuals have to
assume in business and economic life. While these systemic, organiza-
tional, and individual perspectives are distinct, they are also closely
interconnected. China’s pursuit of a “socialist market economy,”
defined by a prominent role of public ownership and free market insti-
tutions, cannot be understood without the far-reaching implications
for the types of Chinese companies, particularly for state-owned
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enterprises (SOEs). On the other hand, individual and organizational
decision makers matter as well. In an economic system that is essen-
tially “in transition,” individuals and organizations cannot just exe-
cute orders and follow “mechanisms” but are forced to make
decisions without the guidance of a firmly established order. In a nut-
shell, systemic, organizational, and individual perspectives have to be
treated as being interrelated, all of which, by the way, are embraced in
the now common Chinese term “jingji lunli/xue” for business ethics
that includes, but does not limit itself to “shangye lunli/xue” (ethics of
commerce) and “gongsi lunli/xue” (corporate ethics). The Index by
name and subject at the end of this book may help to better grasp the
immensely rich variety of interrelations.

ParT I: FounpaTioNnaL QUESTIONS

Part I “Foundational Questions” ranges from a historical exploration
by Yiting Zhu (chapter 1) to the prospects for business ethics in the era
of globalization and information age by Richard De George (chapter
9). The first essay is not only of historical interest but it also makes clear
that the tradition is part of the present, which needs to be clearly con-
fronted, if one wants to choose the right opportunities for tomorrow.
Many topics introduced in this chapter will be taken up by other chap-
ters later in the book, in particular, the ethics of property rights, ethical
principles of income and wealth distribution, the relevance of credibil-
ity and trust in modern markets, and the influence of the “ideology of
the household” (familism) on the shaping of corporate culture. De
George (chapter 9), reflecting on the indispensable role of legislation
for business cthics at the national level, extends his considerations to the
countries that still have to build up many institutions for preventing
abuses such as bribery, child labor, and environmental harm. He then
turns to the future and the global level, calling for new ethical require-
ments of business relating to information such as truthfulness, accuracy,
and trust, for international background institutions, and for the still
central role of countries, easily exemplified by the case of China.
Within this wide range from the historical perspective to the
future outlook, the chapters address a number of crucial issues for
developing business ethics in China. Zeying Wang (chapter 2) out-
lines a grand vision of “eco-economic ethics” that integrates eco-
nomics, ecology, and ethics as three equally important dimensions.
Instead of restricting each other, they are rather designed to rein-
force each other and become a powerful moral force to push forward
sustainable development. With a comparative view, Kit-Chun
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Joanna Lam (chapter 3) investigates the historical developments of
Confucian and Christian ethics with regard to market exchange and
distribution of wealth. She discovers many similar features and
argues for the relevance of these ethical resources to the socialist
market economy in China. It is an uncommon, yet interesting
attempt to move toward a common ethical ground for business in
this country.

Following are three chapters that struggle with a deeper under-
standing of the ethical foundations of the market economy. Xiuyi
Zhao (chapter 4) investigates different economic motivations, that is,
motivations for acquiring and creating wealth in a modern economy.
While individual self-interest is an essential motivational force in a
market economy—to be fully recognized also in a socialist economy—
it is not and should not be the only one (otherwise it would degener-
ate into shameless greed and immorality). Concern for the welfare of
one’s nation, people, and fellow citizens provide other indispensable
motivations. Given the relatively recent introduction of the market
economy to China, the Chinese have difficulty coming to grips with
contract ethics, a key ethical notion of a modern market economy.
Huizhu Gao (chapter 5) first looks at the empirical evidence of con-
tract ethics violations and then elucidates several moral principles of
this core notion. The next chapter by Zhenping Hu and Kaifeng
Huang (chapter 6) builds on the observation that the market
economy has increased the spaces of freedom of the economic actors;
however, unfortunately, these actors have often misused their auton-
omy in irresponsible ways. The authors call for moral education in
which the Communist party and its members should play an exem-
plary role and fully implement democracy within the party and the
Chinese nation.

In asking what kind of business ethics should be developed in
China, two authors from the United Kingdom and Japan warn against
embracing a widely held but narrow conception of Western business
ethics and a misunderstanding of ethical theory as a powerless and
unworldly type of thinking. Jane Collier (chapter 7) argues for a sys-
tematic approach that goes far beyond the study of individual and cor-
porate business actions. She emphasizes the need for institutional
reform in China in order to support “good business” eftectively,
reminding the reader of the need for institution building that is men-
tioned in other essays. Without such reform, institutional failure,
moral failure, and market failure may threaten the success of China’s
socialist market economy. Yukimasa Nagayasu (chapter 8) proposes a
new system of ethics composed of two dimensions: the living power



8 4 GEORGESENDERLE

or well functioning of actors like corporations, and the goodness or
cthical level of their conduct. Similar to Zeying Wang’s notion of
“eco-economic ethics,” these dimensions are to be integrated into
ethical conduct in the real world. This approach that is explained in
management science terms as the process of “Plan—Do—See,” is well
rooted in the East Asian region and can be applied to all actors in a
global economy across diverse cultures.

Part II: MAcrO-IssSuUEs

Part II of this volume deals with more specific questions at the macro- or
systemic level: global competition, concepts of consumption, income
distribution, corruption, finance, and demographic changes. As
Xiaoxi Wang (chapter 10) points out, with its accession to the World
Trade Organization (WTO) in 2000, China faces enormous chal-
lenges not only in economic and legal, but also in ethical terms, the
latter being widely ignored. The country can survive in economic
globalization only if it learns to compete in a fair and transparent
manner and if it develops a sense of service that puts the interests of
customers first. Moreover, government has to refrain from excessively
interfering in economic activities, and companies should develop their
intangible assets of corporate morality with determination. (These
challenges are further pursued in part I1I of this volume.)

Inextricably linked to global economic integration is the consump-
tion culture that displays sharply different features in China and in the
West. Zhongzhi Zhou (chapter 11) compares these traditions and
proposes a moderate approach to consumption, that is, to promoting
“green consumption” and avoiding extreme consumerism. Another
side of rapid economic growth in China is the emergence of wide dis-
crepancies of economic benefits, leading to social instability, which are
cthically evaluated by Jianwen Yang (chapter 12). He analyses five
income types, from income based on labor to income drawn from ille-
gal activities, noting that people’s recognition declines from type one
to type five. The main reason people perceive an unfair gap between
the rich and the poor lies in a variety of wrongful acts to get quick
money such as rent seeking of power including bribery, making and
selling fake goods, corruption, tax dodging and evasion, prostitution,
and drug smuggling.

The next two chapters describe, analyze, and evaluate the rampant
problem of corruption. Dajian Xu (chapter 13) sees the main causes of
business corruption in the imperfections of the current market system
in China, in both formal and informal institutions. Critical about
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traditional Confucianism, he therefore proposes to build up Western
formal institutions supported by moral values that are compatible
with the market economy. George Brenkert (chapter 14) looks at
corruption as a special case of “moral disparity,” that is, the widespread
noncompliance with widely accepted moral views, and criticizes as
inadequate, three standard responses to this problem: legal and/or
moral enforcement, appropriate incentives, and clear moral principles.
He suggests examining how people see themselves vis-a-vis the roles
(or offices) they inhabit and the rules and relations that define those
rules. Several embracing, enabling, and ensuring conditions must also
be in place in order to overcome corruption.

With the fast development of financial markets, the ethics of
finance has become a hot topic nationally and internationally. The fol-
lowing two chapters (chapters 15 and 16) deal with crucial issues in
Western countries, approached from an American and a European
perspective. But it is not difficult to perceive their relevance for China
as well. One might only recall the bankruptcy of the Guangdong
Trust and Investment Company, the restructuring of Guangdong
Enterprises, and the enormous challenges in the financial sector that
became more visible in the early 2000s. Georges Enderle (chapter 15)
analyzes the loss of confidence in the financial reporting system in the
United States after the Enron and Andersen debacle. As discussed in
the essays of Yiting Zhu, Richard De George, Xiaoxi Wang, and
Lanfen Li, credibility, confidence, and trust are basic preconditions for
a well-functioning market economy. And when the numbers in finan-
cial statements are not “honest,” the users of these statements are
misled, and, in the final analysis, business breaks down. The essay also
attempts to show that business ethics should limit itself neither to the
questions of institutions and rules nor to the questions of individual
and organizational behavior, but rather embrace a three-level approach
(indicated earlier) that pays due attention to the indispensable roles
and responsibilities of persons, organizations, and systems. Peter
Koslowski (chapter 16) examines the role of professional speculation
at the stock exchange and elaborates its economic function of carrying
the burden of uncertainty about the future marketability and tradability
of shares and obligations. In contrast, insider trading is not specula-
tion but pseudo-speculation that does not serve the absorption of
uncertainty in the economy and is therefore ethically inadmissible.

In the concluding chapter of part II, Koichi Matsuoka (chapter 17)
shares Japan’s experiences in the late twentieth century, which might
be of interest to neighboring China in the twenty-first century. He
analyzes the demographic trends of declining birth rate and aging
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with their multiple economic, social, medical, and psychological
consequences and makes a number of concrete proposals to use the
information revolution to cope with these problems. As a consequence,
several challenges for business and economic ethics are discussed.

Part I11: PErsPECTIVES OF CORPORATE ETHICS

Part I1I of this volume is dedicated to corporate ethics or the ethics of
business organizations. As stated earlier, with the economic reform
and opening up to the outside world, business organizations in China
have gained significant autonomy and freedom and, as a consequence,
their roles and responsibilities have become increasingly important for
the development of business ethics in China. This part includes four
essays from Chinese authors and four from non-Chinese.

Lanfen Li (chapter 18) addresses the widespread tendency of
Chinese management to avoid addressing ethical issues at all. She calls
this phenomenon “moral reticence” (which, by the way, can be found
in other cultures as well). She investigates major causes of this reti-
cence and proposes strategies to overcome it. The next two essays
present two highly successful SOEs, which not suffering from “moral
reticence,” have built up strong ethical cultures. These examples,
though not representative of the majority of SOEs, are all the more
impressive because China’s cultural environment with the “ideology
of the household” (familism) and the socialist society-wide tradition,
is not particularly conducive to the creation of an organizational cul-
ture (as is the case, e.g., in Japan). Xiuhua Zhou, president of
Dazhong Transportation Group, makes a strong plea for promoting
an ecthical culture in Chinese enterprises, provided they want to
compete globally (see chapter 19). She then illustrates in concrete
terms how her company in Shanghai has actually built up such a cul-
ture. Farong Qiao (chapter 20) reports on the experiences of the
Xuchang Relay Group headquartered in the province of Henan. She
also sees global competition within the WTO as a challenge for cor-
porate ethics and describes the culture of “joint forces” that has
shaped the Group’s philosophy, environment, organization, technol-
ogy, production, and management. The following chapter (chapter 21)
by Hanlong Lu and Chi Kwan Warren Chiu offers the results of a
research project among 500 major enterprises of various types in
Shanghai. It focuses on donations to public welfare activities that
companies intend to make, taken as an indicator of corporate citizen-
ship behavior. The authors conclude by proposing various means to
encourage this kind of social responsibility.
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The contributions on corporate ethics by non-Chinese authors
begin with Lynn Sharp Paine’s reflections on the moral status of the
corporation (see chapter 22). In a historical review she shows how the
notion of the corporation has evolved from an amoral entity lacking
any capacity for self-discipline or moral judgment to a “responsible
agent” or “moral actor” in society. This major change is a reality
today, forms the basis of any serious talk about corporate responsibil-
ity and accountability and should also be recognized by the theorists
who, for too long, have built models of “fictional” companies operat-
ing in a presumably morally inert world. As the Chinese authors
Xiuhua Zhou and Farong Qiao see global competition as a challenge
for corporate ethics, so does Horst Steinmann from his German
background (see chapter 23). He not only asks how to strengthen the
international competitiveness of companies while maintaining (inter-
nal) peace in a less-regulated society but also examines what big
corporations can and should contribute to a world economic order
characterized by fair competition and social justice. Solutions to these
problems are developed with the help of two practical cases
(Volkswagen [VW] and Otto Versand). The next chapter focuses on
corporate governance, an issue that has become a top priority both
nationally and internationally. Deon Rossouw (chapter 24) discusses
the relationship between corporate governance and business ethics
from a developing country perspective and looks at an encouraging
recent development in South Africa where the “Second King Report”
(2002) gave particular prominence to business ethics. He explores its
motivation and guidelines and closes with a critical review. Concluding
part III of this book, Urs Baerlocher (chapter 25) explains how
Novartis, a multinational pharmaceutical corporation headquartered
in Switzerland, understands its mission of “global corporate citizen-
ship,” and strives for contributing to globalization with a human face.
Being a “moral actor” with an evolving personality (Paine, chapter 22)
in the global arena, the company needs “good governance” (see
Rossouw, chapter 24) and has to be economically successful in a
socially and environmentally compatible way in order to achieve sus-
tainable success and social acceptance. As a consequence, Novartis has
joined the UN Global Compact and also supports philanthropic activ-
ities, embracing a fairly comprehensive view of corporate citizenship
that might inspire Chinese enterprises as well.



Good Beginnings: A Review of the
International Conference on

“Developing Business Ethics in China”

Xiaohe Lu

Following China’s entrance into the World Trade Organization
(WTO), how will business ethics in China develop? This is an issue of
great concern for scholars of business ethics in China and around the
world. From China’s perspective, China’s entrance into the WTO is
accelerating the country’s ongoing reform of the market system, pro-
moting related changes in the superstructure, and increasing the
scope and intensity of China’s participation in globalization. As such,
the role of business ethics in China is gaining greater importance.
Many Western countries have learned hard lessons in this area. Less
developed countries can and should learn from the experiences of the
industrially more developed countries. The globalization of economic
relations also requires an appropriate common ethical ground and
calls for different countries to collaborate in the sharing of research
and ideas. The world is more concerned with the question of the sta-
tus of business ethics in China after the country became an important
member in the world’s economic system following its market reforms
and entrance into the WTO. How can business ethics in China be
developed? How do corporations in China view the issue of business
ethics? Since China also needs to play its part in building a global busi-
ness ethics, it is also necessary for international experts to exchange
ideas with scholars of business ethics and entrepreneurs in this
country.

Research on business ethics in China began in the first half of the
1990s and scholarship on business ethics in China has been growing
for nearly ten years. Although a number of conferences on business
ethics have been held in China, for the most part, the conferences
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have been confined to China’s academia. Comparatively, the field of
business ethics unfolded earlier in developed countries. Twenty-seven
years have elapsed since the movement of business ethics first emerged
in the United States in the 1970s. Since the mid-1990s, scholars from
China and from around the world have shared their research and
scholarship on business ethics. However, such sharing has been lim-
ited to a few academies and universities. Scholarship on international
business ethics has largely been focused on the United States, Europe,
and Japan. Since the end of the 1990s, however, the focus of research
started to shift to other regions in the world, such as Latin America.
Still, China was rarely considered. Although a small number of schol-
ars from outside China have written papers on business ethics in
China, research on business ethics in China, as a global enterprise, is
still minimal.

The International Conference on “Developing Business Ethics in
China,” organized in Shanghai on May 29-31, 2002 played a significant
role in changing this situation. The conference, held by the Center for
Business Ethics at Shanghai Academy of Social Sciences also received
support from Shanghai Municipal Government’s Administration of
Culture, Radio, Film and Television and the International Society of
Business, Economics, and Ethics (ISBEE). Professor Jizuo Yin, presi-
dent of Shanghai Academy of Social Sciences, hosted the opening
ceremony; Mr. Tiechuan Hao, vice minister of the Shanghai Municipal
Government’s Administration of Culture, Radio, Film and Television;
and Dr. Georges Enderle, president of ISBEE, provided opening
remarks. Mr. Ying Chen, professor at Chinese Academy of Social
Sciences, vice chairman of China Ethics Association and editor-in-
chief of Morality and Civilization, came from Beijing, expressed his
support and enthusiasm for the conference. Distinguished experts in
business ethics from America, Europe, South America, Japan, and
Hong Kong, in addition to well-known scholars in business ethics
from Shanghai, Beijing, and the provinces of Jiangsu, Hunan, and
Henan, joined more than 80 participants from affiliated areas in
attending this international conference.

Centered on the theme of “developing business ethics in China,”
the conference addressed three main topics: important ethical issues
of the modern economy and society, corporations and ethics, and how
to develop business ethics in China. The conference featured twelve
panels, including Fundamental Issues of Business Ethics; Motivation,
Development, Environment; Consumption, Welfare State, Financial
Markets; Honest Numbers and Corruption; Information Technology
and Business Ethics; Corporate Ethics: Experiences in Different
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Countries; Corporate Ethics: New Perspectives; Forum for Business
Leaders: Need and Perspectives for Ethics in Doing Business in China;
Developing Business Ethics in China: Foundations; Justice and
Distribution; Integrity and Professional Ethics; and International
Challenges and Perspectives for Business Ethics in China. Opening
with a dialogue on how to view China’s traditional business ethics,
and closing with a discussion on the prospects of business ethics in
China, the conference included not only many insightful discussions
on broad and complex topics but also concentrated closely on the
conference’s main theme. Participants enjoyed many memorable
moments, and the round table discussion with business leaders, in par-
ticular, was received with great enthusiasm. The proceedings of this
conference are included in the Chinese book Developing Business
Ethics in China, edited by Xiaohe Lu and Georges Enderle and pub-
lished by the Academy of Social Sciences Press (Shanghai 2003). What
follows is a review of the panels and discussions by panelists on the
conference’s three main topics.

THE DiscussioN oN IMmpPorRTANT ETHICAL ISssSuEs
OoF THE MODERN EcoNoMY AND SOCIETY

China’s entry into the WTO is not in itself responsible for introduc-
ing the challenging issue of business ethics in China. The field of busi-
ness ethics in China does not merely address the question of how to
deal with the challenge faced by the country after its entry into the
WTO. Rather, the field grapples with the issue of the reformulation of
ethics in China following the significant changes in the country’s eco-
nomic and social structures. After China’s entrance into the WTO,
reforms deepened and intensified across a broader scope of areas. As
the pace of reforms sped up and propelled economic structural
reforms at deeper levels, China urgently needed a set of ethical norms
suitable for upholding the new economic relations.

The formation of business ethics for China’s modern market, how-
ever, is not an issue to be viewed in isolation from the world. Due to
the reality of economic globalization, all developing countries are
embroiled, to varying degrees, in the modern market economic
system and are grappling with the issue of their transformation from
traditional ethics to modern ethics. East China Normal University’s
Professor Yiting Zhu commenced the discussion on the important
ethical issues of the modern economy and society with his presen-
tation entitled “On China’s Traditional Business Ethics and its
Modern Transformation.” The issue of the remodeling of ethics he
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discussed—specific yet insightful—is significant for both China and the
world. Following his presentation, panelists from China continued to
address the issue from different angles. For example, Fudan University’s
Professor Weisen Li discussed the moral foundation of market
economies. East China Normal University’s Professor Xiuyi Zhao
explored the degree to which and the ways in which business ethics is
possible following the “legitimization” of economic motivation (or
profit motivation). Hunan Academy of Social Sciences’ Professor
Zhiyou Zhu discussed the morality of economic development. Hunan
Teachers University’s Professor Zeying Wang argued that an ecological
business ethics is necessary for adjusting to the development of the
modern economy and society. Shanghai Normal University’s Professor
Zhongzhi Zhou investigated the transformation of the concept of con-
sumer ethics. Starting with the ethical issues involved in the course of
China’s market economic reforms and the institutional causes of these
issues, Shanghai University of Finance’s Professor Dajian Xu remarked
upon building an ethics based on and inspired by a market economy.
The panelists’ presentations all reflect the need to remodel and revise
ethics. It is worth pointing out that scholars from China tended to focus
on the experiences of Western countries in their transformation from
tradition to modernity. For example, Professor Yiting Zhu noted that
the transformation of China’s traditional business ethics should be
aware of the fact of “path reliance” (i.e., the reenforcement of tradi-
tional patterns in the process of transformation) while Professor Xiuyi
Zhao’s research focused on the experiences of Western economies
where economic motivation has gained value in itself independent of
political and ideological motivation. From another angle, Chinese
scholars also looked toward the future, such as Professor Zeying Wang,
who in his suggestion of ecological business ethics asserts that China
must address both modern and postmodern issues. It is also worth not-
ing the presentations by scholars from Western countries. The distin-
guished scholar Richard De George, professor of philosophy at the
University of Kansas in the United States, summarized, in terms of both
theory and practice, the experiences that Western countries learned in
the course of developing an ethics of market economics. He also
insightfully suggested that developing countries could use such experi-
ences as a reference, but emphasized that in order to construct business
ethics suitable for China, the country needs to combine the experience
of the West with its specific practices, in accordance with its own
conditions and the knowledge and values of its peoples.

The presentations regarding the transformation of traditional busi-
ness cthics to those of the modern market economy sparked a lively
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discussion on how to deal with China’s traditional business ethics.
One view suggests that traditional Confucian ethics should be
adopted to build a market business ethics, while another view holds
that in introducing the market economic system, Confucian ethics as
a whole cannot be integrated with it. Deepening the discussion on the
remodeling of business ethics, the debate on Confucian ethics further
prompted questions concerning the origin of market business ethics
(e.g., transformation or transplantation) and whether a market econ-
omy itself can promote a market business ethics.

Many scholars also opened discussions on other important issues
regarding the modern economy and society. Koichi Matsuoka, profes-
sor of economics at the University of Shimane in Japan, raised the issue
of the social costs produced by economic development. Peter Koslowski,
professor of philosophy and economic ethics from Germany, discussed
the ethical problem of insider trading within capital markets. Professor
Georges Enderle analyzed the issue of confidence in financial report-
ing. George Brenkert, professor of business ethics from the United
States, discussed the issues of moral disparity and corruption. Yukimasa
Nagayasu, professor of economics and social system theory at Reitaku
University and the Institute of Moralogy in Japan, considered the issue
of the process of adaptation to an ethical structure of global business
players. Professor De George explored the ethical issues involved with
the transformation from the industrial era to the information era in his
presentation titled “Business Ethics, Globalization and the Information
Age.” Xincai Bai, general manager of Xinhai General Corporation,
Shanghai Agriculture, Industry and Business Groups, reviewed the
trend of technology displacing laborers from the perspectives of effi-
ciency and fairness. East China University of Science and Technology’s
Professor Zonghao Bao discussed the issue of globalization and
Internet. A number of these issues, such as the topic of ethics and cap-
ital markets, have already been encountered by developed nations,
while China is just beginning to address them. Other issues, such as the
ethical questions involved with globalization, the information era, and
the Internet, are new issues faced concurrently by developed nations
and developing nations, such as China. Panelists from outside China as
well as from China summarized their most recent research findings and
views related to these issues.

TuE DiscussioNn oN CorPORATE ETHICS

Corporate ethics occupies an important position within business
ethics. In fact, corporate ethics initially prompted the movement in
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global business ethics, and it remains a critical part within the research
and scholarship of international business ethics. Corporations in
China have already greatly developed since the country first began
implementing its economic reforms. Following the further separation
of government and enterprises and the opening of'its domestic market
to the world, the importance of corporate ethics has increased as com-
panies play a greater role in China’s contemporary economy. Professor
Horst Steinmann, founder and former president of the German Busi-
ness Ethics Network; Professor Deon Rossouw, chairman of the
Business Ethics Network in Africa; Professor Lanfen Li of China’s
Suzhou University; and Professor Farong Qiao of Henan College of
Finance and Economics exchanged their views on corporate ethics.
Professor Lynn Sharp Paine of Harvard Business School; Dr. Urs
Baerlocher, member of the Board of Directors of the Swiss multina-
tional corporation (MNC) Novartis; and Hanlong Lu, professor at
Shanghai Academy of Social Sciences, Chi Kwan Warren Chiu, pro-
fessor at the Hong Kong Polytechnic University, provided their latest
perspectives on corporate ethics.

Specially invited to attend the round table discussion for business
leaders, five prominent speakers discussed (with the audience) the
necessity and prospects for corporate ethics: Mr. Jianjun Yan (presi-
dent and general manager of Shanghai’s Zenitek Group),
Mr. Jianning Zhang (vice president of BP China ranked second
among the world’s Fortune 500 companies), Ms. Xiuhua Zhou
(president of Shanghai’s Dazhong Transportation Group), Mr. Paul
Lau (CEO of Novartis China), and Mr. Tianle Gao (president and
general manager of Tengen Group). They all agreed that business
leaders concerned with the long-term development of their enter-
prises must value the establishment of corporate ethics. Business
leaders from China also indicated that they wanted to learn from the
successful experiences of others in developing the economy, raising
the level of ethics, and strengthening competitiveness. China’s busi-
ness leaders also stated: “China’s listed and outstanding private
enterprises should take the lead in transforming themselves into
respectable ethical organizations” (see Xiuhua Zhou’s essay in this
book, chapter 19, pp. 209-210).

The discussion on corporate ethics not only served as a platform for
exchanging views between both scholars and business leaders on the
practice of ethics, but also provided a clear message that Chinese
enterprises and multinationals in China urgently need to develop busi-
ness ethics. Business leaders and scholars together need to accelerate
the development of business ethics in China.
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How Tto DEvELopr Business ETHics in CHINA?

After exploring both broad and specific questions of business ethics
mentioned earlier, the conference returned to the subject of how
China’s business ethics can be developed with a particular focus on
theoretical foundations, ethical norms regarding economic systems,
professional integrity, international competition, and the direction of
development. Joanna Lam, Professor at the Hong Kong Baptist
University, Fudan University’s Professor Tao Ma, and Shanghai
Normal University’s Professor Huizhu Gao, respectively discussed
different foundational theoretical issues of China’s socialist market
economy, including Confucianism and Christianity, contract ethics,
and China’s traditional notion of “governing the country through
morality.” Shanghai University of Finance’s Professor Xiong Zhang,
Jianwen Yang, professor of economics, and Dr. Xiaopeng Hu
from Shanghai Academy of Social Sciences as well as Zhongdao Ren
of Shanghai Academy of Social Science’s Institute of Philosophy,
respectively discussed the ethical issues of systems, including eco-
nomic fairness, distribution ethics, and equity and rights. Shanghai
University of Finance’s Professor Xinhan Chen, Yejing Wu and Anmin
Chen of Shanghai’s Chengkai Group discussed their views on the
issues of bomo oeconomicus and professional integrity. Professor Byron
Kaldis of Athens University of Economics and Business suggested a
transformation of the prevailing model of business ethics. In the very
end, on the issue of the development of business ethics in China,
Nanjing Normal University’s Professor Xiaoxi Wang and Zhenping
Hu, Kaifeng Huang, and Zehuan Chen, professors at Shanghai
Academy of Social Sciences, respectively spoke on enhancing moral
competitiveness, strengthening official governance, and promoting
the development of the discipline of business ethics.

Throughout the conference, many differences emerged between
the views and approaches of scholars from China and those from other
countries around the world. For example, most scholars from China
were concerned with comparatively macro-theoretical issues, while
scholars from other countries focused more on ethical issues raised by
specific research cases. Or, scholars from China investigated the prob-
lems of corruption and counterfeiting by pursuing their systematic
cause and the transformation of the system of morality. Scholars from
Western countries, however, specifically examined how people see
themselves vis-a-vis the roles they inhabit and the rules and relations
that define those roles. Of course, these differences in approach are
largely due to the responsibility that scholars in China are taking on
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within this transformation of ethics, but they also represent differ-
ences in ways of thinking and research methods.

This international conference achieved its objective of “encourag-
ing the exchange and dialogue between Chinese and international
scholars and between scholars and business leaders, promoting the
development of the study of business ethics, and sharing and learning
from the achievments and experiences of Western countries in busi-
ness ethics,” as stated in the invitation to the conference. During the
meeting, participants exchanged their ideas on how to develop busi-
ness ethics in China and their views on the important ethical issues of
the modern economy and society. In addition, participants also
arrived at a common understanding regarding developing corporate
ethics in China as shown by the round table discussion. For both
scholars and business leaders in China, the conference introduced new
ideas to them, expanding their research field and facilitating their
understanding of views from outside their country. By deepening
their understanding of many issues of business ethics, the gathering
facilitated learning from the research accomplishments and experi-
ences of other countries and further promoting the development of
the formation and practice of the discipline of business ethics in
China. For scholars researching international business ethics and
multinational corporations, the conference fostered and deepened a
dialogue between them and their respective colleagues in China, pro-
viding an opportunity to understand perspectives from scholars and
business leaders in the country. International scholars also realized
that developed countries can also learn from a developing China. The
meeting helped them to understand the economic reforms of China
and understand the research on business ethics in that country. The
conference also offered the opportunity for scholars from China and
from around the world to exchange ideas on issues of international
business ethics related to China’s entrance into the WTO. Such an
opportunity will assist in having China play a role in the building of a
global business ethics, thereby contributing toward the goal of
“bringing all peoples of the world closer to a just and peaceful world
in which we will all prosper.”
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PART 1

Foundational Questions
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CHAPTER 1

On China’s Traditional Business
Ethics and Its Modern Transformation

Yiting Zhu

The topic of this essay is a complicated and difficult one that cannot
be treated comprehensively by a single author. What is intended in the
following is to raise initial comments based on our current under-
standing of the topic for further discussion.

InTrRODUCTION: ON CHINA’S TRADITIONAL
Business ETHics

China’s traditional business ethics was based on three fundamental
characteristics of China’s premodern “traditional economy.” They are
as follows:

1. The economic structure of the valued agricultural activities
above commercial enterprise that is based on the small agrarian
economy (natural economy).

2. A social structure built on a hierarchy of an ancient clan system
centered on patrilineal authority.

3. The authoritarianism of the “traditional model” of monarchic
governance unified politics and economics into a single structure.

“The nation was established as holding the highest right to property
ownership,”! while individual property rights for commoners lacked
systematic legal protection. Such an economy, political system, and
cultural environment formed the business ethics of China’s
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“traditional agrarian society.” It valued “public [gong] over private
[s2]” and “righteousness [yi] over profit [/i].” Management was
rooted in the family clan system. Wealth was to be distributed accord-
ing to the “status based on propriety” and “evenly distributed among
the poor and the rich.” Extravagant consumption was rejected and
frugality upheld. The virtues of labor were diligence and dedication to
work. As for market behavior, “trustworthiness” was taught and
“competition” opposed.

IntTIAL REFORMS OF TRADITIONAL BUSINESS
ETnics SiNce THE LATE 1890s

Business ethics in premodern China that belongs to the “natural
economy” essentially stands in direct opposition to the business ethics
of a market economy and is neither appropriate for a free market
economy nor a socialist market economy. It therefore needed thor-
ough transformation in order to become suitable for the socialist mar-
ket economy (Chen Jun and Ren Fang 1996).

In fact, the reform of these traditional business ethics began as early
as the end of the nineteenth century and the beginning of the twenti-
eth century. At that time, along with the Westernization movement
and the rise of modern commerce, a large debate emerged concerning
the fate of China’s modern industrialization. This debate centered on
the rationale and the means for which a commercial industry could be
established. Business ethics was concerned with the types of business
ethics to be adopted in the process of industrialization. The crux of
this problem involved the ethics of property rights. The ultraconser-
vative party (“wan gu pai”), the Westernization party (“yang wu
pni”), and different reformist groups all proposed their own solutions
to these issues.

The ultraconservative party of the Late Qing government main-
tained the traditional ethics of “valuing agriculture and despising
commerce” and “valuing righteousness and despising profit” under
the guise of “people being the foundation of the country.” They vili-
fied the establishment of modern industry and commercial industry as
the corruption of the agricultural economy, alleging it to “deprive
people of their livelihood.” The party held that “virtue rather than
equipment was the measure of the country’s strength.” They aimed to
abort the modern commercial economy while it was still in its infancy.
The Westernization party raised the notion of “combining Chinese
systems with Western techniques.” Although its political purpose
really entailed “defending the nation” and “preserving China’s moral
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teachings,” it discarded in the least the rather bizarre theory of the
ultraconservative party that machines were “perverse shenanigans.”
A basis for legitimizing the establishment of industry was found in
terms of utilitarianism and of dealing with foreign affairs. The asser-
tion that using machines and building railways achieved, not frittered
away, benefits for the people and was necessary to create a prosperous
society and strong country, refuted the fallacy held by the ultracon-
servative faction that machines robbed people of their livelihood. This
broke through the traditional idea of valuing agriculture and sup-
pressing commerce. Citing the conviction that “prosperity is neces-
sary for a strong country and commerce is necessary for prosperity,”
the suppression of commerce was changed to “valuing commerce.”?
Concerning this economic structure, Zhang Zhidong clearly raised
the ethical principle of “the equal importance of agriculture and
commerce.”

However, since China’s modern industrialization was impacted
from the outside, it naturally developed from the top down with com-
merce taking orders from the government and government officials
maintaining authority over commerce. Therefore, the phenomena of
“officials overseeing commercial activity,” “joint management
between officials and commercial enterprises,” and the government’s
monopoly powers naturally and inevitably emerged and essentially
meant that government officials maintained control over property
rights. This resulted in an enterprise management system in which the
government protected commerce and commerce aided the govern-
ment; or, in other words, a family-like mode of business ethics in
which government and commerce are unified, work together and
share a common fate. The relationship between the government and
commerce has even been compared to that of the relationship
between father and son. In accordance with this understanding of the
ethics of property rights, the Westernization party objected to free
competition asserting that competition would only lead to illicit activ-
ities and fraud in the pursuit of self-interest. It was stated: “As the
masses begin to pursue profit, they begin to behave in a selfish and
illicit manner, not heeding the complete picture, thereby causing the
decline of various industries.”® Clearly, they had not yet broken from
the hold of tradition.

The ideas of the reformist and revolutionary factions clearly
adopted the features of modern capitalism. They combined the
premodern notion of “people first” with modern Western ethics to
promote enlightenment, new virtues and rights for people, and
enriching people’s livelihood. Enriching people’s livelihood was
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adopted as the ethical motivation and target for developing China’s
modern industry. Sun Yat-Sen’s (1866-1925) The Three Principles of
the People (1975) asserted that developing capital and stimulating
industries could “resolve the problems with people’s livelihood.” To
criticize the notion of valuing agriculture and despising business, Qian
Zhang argued that industry and agriculture together were the basis
for building up the country. Kang Youwei raised the notion of “build-
ing up the country through commerce” and Liang Qichao
(1873-1929) proclaimed the idea of “building up the country
through industry.” Furthermore, revolutionary factions thought
“those who advocated the notion of ‘valuing agriculture and despising
business” maintained fallacious views.” For example, it was stated:
“Now in order to remedy the country’s faults, it is necessary to com-
mence with a focus on commerce.” They opposed the notion of
“agriculture as the country’s foundation” and supported the idea that
“the foundation of the country is commerce, industry, agriculture,
and mining.” They objected to the government’s control over busi-
ness enterprises and claimed independence for property rights and
autonomous economic liberalism.

While Liang Qichao called for “free competition,” in accordance
with Bernhard Mandeville’s mantra of “the private vices as public
virtues,” Yan Fu (1853-1921) raised the concepts of “uniting right-
eousness and benefit” and “the self and group as one.” He thereby
countered the Confucian outmoded maxim of “dividing righteous-
ness and benefits.” He opposed the government’s rights to intervene
in the market and promoted a set of capitalist principles of business
ethics, including free trade, liberal self-marketing, fair competition,
and so on. Sun Yat-Sen of the revolutionary faction clearly pointed
out the principles of “liberalism and equality for all” in his The Three
Principles of the People (1975). He asserted that “all obstacles posed by
the officials must be eliminated.” Zhu Zhixin emphasized the “spirit
of independent self-management” and the principle of economic lib-
eralism to theorize the ethical principles of autonomous and inde-
pendent business property rights.

The reforms in modern ethics broke away from the system of tra-
ditional business ethics and established principles of business ethics
imbued with the features of modern capitalism, such as industry and
commerce building up the country, industry saving the country, the
independence of business property rights, free competition, and so
on. These provided the ethical vindication and vigorous support
necessary for the development of China’s modern industry and pro-
motion of its industrialization. Accomplishments should have been
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clearly secured. However, because of the semicolonial and semifeudal
nature of society in modern China, under the encroachment and
oppression of the economic might of the imperial powers and bureaucrat-
capitalist ensembles, the development of capitalism on a national basis
was rather delicate and difficult. Facing this kind of political and eco-
nomic environment, it was impossible to complete any transformation
of China’s traditional business ethics.

After the founding of the People’s Republic of China, since a mar-
ket economy did not exist nor could it be established under the
planned economy, it was impossible to return to the historical problem
of continuing to reform traditional business ethics. However, a new
starting point for the “modern transformation” of traditional business
ethics was formed during this era. The planned economy required
traditional business ethics to adopt a new form. Tradition, just as long as
it’s not entirely disconnected, can always perpetuate through different
historical forms. Therefore, just as Shils says: “It is currency past, but it
is similar to any newborn things, and is a part of current” (Shils 1982,
16). What we confront today and aim to change is primarily not the
original form of traditional business ethics. The reason for researching
China’s premodern business ethics is because we want to better grasp
the traditional business ethics that has become a part of today.

MobDERN TRANSFORMATION OF TRADITIONAL
Business ETHics siNCE THE END OF 19705

Reform of the Ethics of Property Rights

Directed by the Chinese Communist Party, economic reform, namely
the transformation of the planned economy into the market economy,
began at the end of 1970s. The basic characteristic of the market
economy is that the market, for the most part, allocates resources
throughout society. This requires the reform of the system and struc-
ture of property rights, the establishment of diverse independent mar-
kets with autonomous property rights, and the establishment and
refinement of the basic economic system of the “central public-owned
system developing together with the economies of diversely owned
systems.” This involves the deep reform of the ethics of property
rights. In the early stages of socialism, concerning the system and
structure of property rights, it was neither “the more public, the bet-
ter” nor the “purer the ‘public,” the better.” The public-owned sys-
tem not only can and should be diversified, but also the state-owned
enterprises must establish a modern enterprise system. Such an
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endeavor involves “clear property rights, clear and definite rights and
responsibilities, separation between government and business, and
scientific management” to distinguish ownership from management
rights, while enabling business enterprises to become market-based
corporate and competitive entities. Nonpublic economic systems need
to be encouraged, guided, and developed, a legal system for owner-
ship needs to be constructed with individuals given legal protection,
and privately owned property rights need to be legitimized. This
would establish equal treatment of citizens, while also affirming that
those who are engaged in nonpublic economic activities are also
“builders of a socialism with Chinese characteristics.” Such initiatives
have essentially negated the former traditional concept of valuing
public and despising private (even to the extreme of completely wip-
ing out the private), and established the ethics and values of property
rights informed by the coexistence and equality of the “public” and
the “private” in accordance with the socialist market economy.

In the modern reform of the ethics of property rights, the substan-
tial ethical breakthrough occurred by departing from the traditional
concept in which property ownership rights were founded on social
ranking. Now, under the planned economy, property rights were clas-
sified into different grades and allocated in accordance with the con-
tributions that the resources made to total production.* This is an
enormous accomplishment for the modern reform of traditional busi-
ness cthics. It intensifies the reform effort and the development of the
socialist market economy. However, toward the task of truly establish-
ing widespread recognition by society, the implementation of the lib-
eralization of property rights and the social obligations intended by
such property rights must be unified in order to further establish a
moral foundation for the legitimization of property rights.

Reform of the Ethical Principles on Wealth Distribution

In terms of the distribution of wealth, China had long ago negated
the premodern clan-style system of allocating status in accordance
with propriety. However, the traditional ethics of “fear of not having
the same rather than of having little” still maintains a critical influence
within China’s modern society. Although this traditional concept con-
notes the prevention of and opposition to wide gaps between the poor
and the rich, this was by all means an ethics developed within and for
a low level of economic efficiency if not total inefficiency. The result
would inevitably be widespread poverty within society, obviously
violating the essence of socialism.
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The socialist market economy fundamentally changed the tradi-
tional ethics of wealth distribution by establishing the strategic princi-
ple of the “mutual coordination of efficiency and social equality.”
Social equality of the socialist market economy implies not only equal
opportunity, but also the enabling of large numbers of people to share
in the fruits of economic development. The goal is to head toward an
equality in which the result is commonwealth. This involves a kind
of evening out of the poor and the rich—not egalitarianism or the
doctrine of “even distribution” within the historical context of low
efficiency—but an increasing efficiency that continues to promote
economic development. An equality based on the continuous increase
in the total social wealth is to be achieved, thereby preventing and
overcoming the bipolarization of the poor and the rich. In the end, a
shared social wealth is to be realized. Efficiency and equality, as
mutually enforcing and complementary, form a constructive cycle that
propels the ongoing social development. Here lies the true meaning
of modern reform in the traditional ethics of wealth distribution.

The Traditional Notion of Business Trustworthiness
versus Modern Market Credibility

The teaching of “trustworthiness” was a positive tradition within
China’s premodern ethics. However, this premodern notion of busi-
ness trustworthiness referred almost entirely to the moral character of
businessmen, in which social trustworthiness was represented by the
moral standards of the individuals. Therefore, the notion could more
precisely be called the “trustworthiness of businessmen.” At the same
time, business trustworthiness in premodern China was established
via personal connections—a kind of limited, parochial “acquaintance
society” composed of connections based on family and hometown
relationships. Businessmen on both sides engaged in a kind of
“exchange based on moral character.” Trustworthiness was embodied
by a kind of personal guarantee. Therefore, the premodern notion of
businessmen trustworthiness is not the same as the modern concept of
“market credibility.”

Market credibility moved beyond personal relationships to apply to
a system in which market transactions occur between “strangers.”
Commercial contracts precisely establish a kind of ethical relationship
based on impersonal exchange. It is a two-way mutual relationship
between both contract parties requesting the rights and obligations
of credibility. Credibility here is the reliability of honoring and
implementing the commitments promised within the contract. Such
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credibility includes the moral credibility of the market in general.
However, due to the primary role of homo oeconomicus within the
market, market credibility must necessarily appear within the restric-
tions of the system, namely the “credit system.” Following the finan-
cial market’s development, market credibility has become a designated
type of transaction behavior or targeted transaction. These are termed
“credit-worthy transactions.”

Therefore, market credibility is a system of credibility composed of
moral credibility, market credibility, and the credit system. Therefore,
as a kind of economic morality, credibility is very similar to trustwor-
thiness. However, as a kind of system, credibility is very different from
the notion of trustworthiness. The fact that we usually say “credit
system” rather than “trustworthiness system” precisely reflects the
divergent connotations of these two phrases. Obviously, the tradi-
tional notion of business trustworthiness, as molded by the society of
relationships, can to some degree serve as a cultural reserve for estab-
lishing a modern market credibility. However, it is impossible to con-
vert it directly into market credibility. It is worth noting that once
commercial behavior adapted from a system of personal relationships
faces the impersonal exchange of strangers, the quality of “person-
person trustworthiness” will be cast off. Moreover, even as propelled
by self-interest the leveraging of'its credibility will intend the death of
the utilization of personal relationships. Therefore, as a type of
cultural reserve (Fukuyama 1998), the virtue of traditional trustwor-
thiness can only play a positive role in the formation of market
credibility under the condition that it submits to the system of credi-
bility. In terms of the market credibility of the system, the traditional
notion must be reformulated and redeveloped. China still has a long
way to go in realizing such a reform.

The Tradition and Reform of Household Enterprises and
the Ideology of the Household

Following the development of private enterprise, the increasing
tension between a changing organizational pattern of business and
the traditional ideology of the household has gradually become more
prominent and has become a hot issue for both business and scholarship.
“Household enterprises,” as a form of business organization, are so
called because the property rights of the business belong to or are
controlled by the same household, and at least two generations within
the same household manage the company or enterprise. “Ideology of
the household,” or the “ideology of household enterprises,” is a kind
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of “corporate culture” manifested within the management of the busi-
ness. There is an inherent relationship between the household enter-
prise and the ideology of the household, but they are not the same
concept and should not be lumped together. The importance here
doesn’t lie in the organizational form of the household, but rather
involves the cultural implications of the ideology of the household.
The original ecosystem of the clan-style ideology of the household no
longer existed after China’s successful institution of modern social
reforms and the national policy of family planning within the last
20 years. However, as a kind of cultural tradition emerging in a new
guise, it still plays a definitive role.

The influence of the ideology of the household can be seen, for
example, within private enterprise. As a type of centripetal mode of
management (or “personal administration”), the head (i.e., family
elder) of the enterprise commands the business. The ideology of the
household also appears in the notion of family inheritance (the busi-
ness is passed down from father to son), the strong awareness of kin-
ship (only those within the family are trusted), and the human
resources practice of only employing relatives, and so on. Admittedly,
these traditional cultural values played an active influence during the
early stages of the business. However, as they necessarily conflicted
with modern business culture, and following the enterprise’s develop-
ment, the negative impact of the ideology of the household arises
when it becomes a pitfall in the enterprise’s development. In fact,
many famous household businesses, apart from “son inherited busi-
ness,” have more or less changed their mode of management after
reflecting upon the household business management style. They
implement the businesses’ share-ownership system, employ profes-
sional managers, strengthen a democratic management style and com-
petition for talent, and upgrade the company’s social capital. This
trend indicates that within the context of an ongoing developing
modern market economy and scientific management, concrete
changes are taking place in terms of the cultural implications of house-
hold businesses.

This is the secret as to why some well-known household business
enterprises are filled with vitality and may be an important reason why
household businesses are still “one of the most widespread and critical
forms of business organizations in the world today.” In a nutshell,
within our scrutiny of household businesses, we should differentiate
the form of organization of household businesses from the business
culture of the ideology of the household. Only in this way can we
interpret the modern household business phenomenon with the
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household business continuing to survive. That is to say, as compelled
by the outside, the household business should continue to reform its
cultural tradition of the ideology of the household and realize the
fusion between modern business culture and the household enterprise
form of organization. The household business can thereby inherit a
new vitality amidst fierce market competition.

The four problems listed are only examples, however they can assist
in illustrating the issues. In order to establish a system of business
ethics in the socialist market economy, the modernizing reform of
traditional business ethics must continue to proceed.

CoNcLUDING REMARKS ON THE DIFFICULTIES
OF THE TRANSFORMATION PROCESS

As a conclusion, I want to point out that the modern transformation
of “traditional business ethics” is a very difficult process. An impor-
tant reason for this is due to the issue of “path dependence,” a concept
developed by the American economist of institutional economics
Douglass C. North (North 1994). This notion of path dependence
says that a system, which had been selected in the past, through its
transformation produces a kind of mechanism. Due to this type of
mechanism, as soon as a certain path is selected within the transfor-
mation, its direction will be self-strengthening in the future. Thereby,
it makes the system continue along the same path. If the original path
is incorrect, then the system will be “pinned down” to an inefficient
position, and once it is pinned down then leaving it will become very
difficult. The key point here is that once the system is established, a
type of “pressure cluster” that profits from the current system is
formed. They will seek to reinforce this type of system and obstruct
further changes to it, even if a new system is relatively more efficient.
These circumstances not only exist within the transformation of for-
mal systems but also exist within informal systems (such as customs
and habits, ethics and morality, and religion and faith).

Certainly this principle also exists within the course of the transfor-
mation of traditional business ethics. For example, why is it so difficult
to change certain phenomena, such as the “interpersonal ethics” of
“making connections,” within the reform of the economic system?
The reason lies in the path dependance to the ethics of personal
exchange within the traditional acquaintance society. The transaction
style of the personal guarantee, as produced through its long evolution
by trustworthiness amongst acquaintances, formed a type of habitual
thought or collective unconsciousness—namely, acquaintances are



BUSINESS ETHICS, TRANSFORMATION 4 33

dependable, can be trusted, and get things done well. Precisely under
the domination of this kind of consciousness, an ethics of personal rela-
tionships formed. Such an ethics became divorced from a system and
was steadily enhanced as it gained currency. Eventually, it turned into
an incurable “ethical syndrome.”

This is often seen within the processes of system transformation. An
exceptional illustration of this is the leveraging of the “indivisibility
between state and business” and “government approval system” (these
systems have already been informed by a type of “path dependance”).
These “platforms” provide the conduit for different types of irregular
and illegal methods of “making connections.” As soon as the connec-
tion has been forged, both parties become the benefactors of a
“win-win” situation, even to the degree of facilitating high, if not
exorbitant, returns with little capital outlay. It is precisely under the
motivation of profits that the deluge of connection ethics will become
disastrous because it develops into a significant obstacle to establishing
market credibility and economic fairness. Other practices such as tradi-
tional property rights ethics, ethics of wealth distribution, ideology of
the household, and so on are also informed by this tendency toward
path dependence. We should offer a high degree of thought to such
issues. In his lecture entitled “Outline of the Theory of Institutional
Change” at Peking University on May 4, 1995, North stated:

Path dependence still plays an important role. That is to say, within the
evolution of our society until today, our entire cultural tradition and
our system of faith are fundamentally restricting factors, and we must
still consider these restricting factors. That is to say, we must be very
sensitive in noticing: how did you get here from the past? How did the
transition proceed? We must really understand all of this. Then, we can
clearly confront the restricting factors that we must face in the future
and choose which opportunities we have.®

This is exactly why we need to research the role of traditional business
ethics during the course of the formation of business ethics in the
socialist market economy.
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CHAPTER 2

The Ethics of an Ecological

Economy

Zeying Wang

Contemporary economics is developing in a direction that combines
ecology and ethics, while ethics is exhibiting the tendency to unify
ecology and economics (Daly and Townsend 1996, chap. 19). If eco-
logical economy becomes the most important economic model in the
twenty-first century, then there will surely appear a kind of new ethics
that unifies the integrity of ecological ethics and economic ethics. We
call this new kind of ethics eco-economic ethics, which, in our view,
will become a powerful moral force to push forward the sustainable
development of the ecological state, economy, and society.

Way Eco-Economic ETHics ARISES

Eco-economic ethics develops when people have a deep understand-
ing of the advantages and disadvantages of modern industrial civiliza-
tion and of the market economy, when the theory of sustainable
development has been put forward, and when people have come to
consider and study the ethical issues arising in the developing course
of the ecological economy. Thus, it comes in essence from contempo-
rary people’s criticism of the developing course of modern economy
and the study of the sustainable development of human economy and
society.

In specific, there are at least three reasons for the birth of eco-
economic ethics. First, eco-economic ethics is the inevitable product
of the selection of the ecological economic model and the strategy of
sustainable development. The chief capitalist countries of the West
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entered the industrial revolution in consecutive order at the turn of
the eighteenth century, changing from agricultural societies to mod-
ern industrial societies marked by a tremendous accumulation of
riches and great productive forces. However, the process of industri-
alization is a contradictory one with a lot of side effects. Motivated by
anthropocentrism, extreme egoism, and narrow utilitarianism, the
Western nations chose to pursue nothing but efficiency without giv-
ing attention to the evolution of the environment. The path that the
Western countries pursued turned out to be one based on surprisingly
high consumption of natural resources and extremely serious pollu-
tion. This concentration on the economic development of one area
will do great harm to humans fundamentally and in the long term, so
it is marked by obvious immorality and amorality. With the shortage
of natural resources and the serious environmental pollution causing
an imbalance in the ecological system, there appear to be numerous
difficult problems. It is under such circumstances that in the second
half of the twentieth century some economists and ecologists of great
insight began to question the modern economic model of Western
countries. In theses or published books they disclosed the defects of
the economic model formed after the industrial revolution, and they
criticized the economic theory of seeking only speed and amount
without recognition of the environment, holding that contemporary
peoples should develop an ecological economy based on the unity of
natural law and economic law (Daly 1996, chap. 15). The rise of and
support for ecological economy indicates that humans are separating
themselves from the fetters of an economy of pure utility, and that a
systematic analysis has been made of the possibility of balancing
ecological concerns and economic development, pointing to the
developing and future direction of economics.

The rise of eco-economic ethics is also closely related to the
economic ethical movement and the ecological movement, which
took place in the second half of the twentieth century. As mentioned
carlier, in Western society before the middle of the twentieth century,
economists and moral philosophers had discussed economic ethical
issues in their books and theses, but their discussion showed that the
general tenor of academic thought was marked by the logic of eco-
nomics without ethics. People believed in Darwinism whose basic
principle was the law of the jungle. According to this basic principle,
the economic market was characterized by a jungle-like competition
among people, which favored elimination of all competitors. This
kind of belief continued until the 1960s and 1970s when a large-scale
crisis broke out with a number of economic scandals, leading to the
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development of the economic ethical movement, which advocated
abandoning the ethics of the jungle. In this context economic ethics
began to draw attention from the circles of economic theorists. At the
same time as the explosion of the economic ethical movement, there
appeared a global ecological movement. The ecological movement,
characterized by an emphasis on ecological ethics, first appeared in
America with the publication of Rachel Carson’s Silent Spring
(1962,/2002). With the co-development of the economic ethical
movement and the ecological ethical movement, the attention of the
economic ethical movement was gradually drawn from a fixed focus
on society to an awareness of the need for unity between society and
nature. From this awareness arose the ecological theory of economic
ethics. Meanwhile, the ecological movement also began to replace its
“light green” attitude with a “dark green” approach, signifying its
increased attention to the unification of the idea of environmental
protection with the idea of economic development so as to push
forward the sustainable development of economy, society, and
environment. Therefore, eco-economic ethics results from the
development of the economic ethical movement and the ecological
movement.

Finally, the birth of eco-economic ethics is the outcome of unifying
ethical promotion, economic development, and environmental pro-
tection. The ecological crisis caused by the limitless exploitation of
nature by humans in the development of our modern industrial
civilization with its market economy warned people to pay special
attention to environmental protection for the well-being of human
development. The rise of eco-economic ethics has much to do with
the choice of an ecological economy and of the ethical character of
that ecological economy. The ecological economy requires that the
economy should be developed without harm to the environment. The
sustainable development of the economy should be keyed to concern
for the environment. According to the ecological economic model,
economies should emphasize the interdependence of efficiency, social
effects, and environmental effects. Therefore, the efficiency model
that the ecological economy requires is eco-economic efficiency. The
ecological economy not only posits beneficial relations between
humankind and nature and between the individual and society, but
also suggests the unity between the present benefit and the long-term
benefit as well as the benefit of the present generation and that of the
future generations. Thus, the ecological economy has an ethical impli-
cation. It is the only economic model that contains both ethical and
nonethical elements. If it is right to say that economic development



38 4 ZEYING WANG

cannot go without environmental protection and without moral
regulation and direction, then it is also proper to say that environ-
mental protection in the present age cannot do without consideration
of economic development and without moral justification and sup-
port. Environmental protection without consideration of economic
development cannot last long. Accordingly, the ethical promotion of
the present day cannot make progress without keeping pace with
economic development and environmental protection.

As the developing history of human moral life shows, morality has
experienced three developing stages, that is, the stage of interpersonal
morality, the stage of social morality, and the stage of universal moral-
ity. At present, we are in a transitional period of time between the
second and third stages. The developing course of morality is a reflec-
tion of the expansion of human moral life space, the deepening of
human understanding of morality and social practice. In the past, peo-
ple usually restricted their understanding of morality to interpersonal
relations. Not until the appearance of environmental issues did people
come to realize the moral implication of the relations between
humans and nature (Worster 1994, chap. 15). The tendency to give
equal consideration to environmental issues, economic development,
and moral construction has paved the way for the birth and develop-
ment of eco-economic ethics.

TuE FEaTUrES oF Eco-Economic ETHICS

Eco-economic ethics, formed in the process of developing an ecolog-
ical economy, is a kind of ethics that sums up the moral consciousness,
the moral concepts, the moral principles, and the moral activities that
are reflected in the form of good-and-evil valuation and value pursuit
based on the principle of inseparability between nature, society, and
humans. This kind of ethics presupposes an ecological economy. It
supports and justifies the development of the ecological economy
with the purpose of solving the ethical problems that appear in the
developing course of the ecological economy, holding that ecological
ethics, economic ethics, and human ethics should be unified organi-
cally, that economy and humans should develop on the prerequisite
that ecological ethics is emphasized and valued, and that the environ-
ment should be protected on condition that economy and humans get
developed.

The development of an ecological economy created the possibility
of a new kind of ethics: eco-economic ethics. Different from either
ecological ethics or economic ethics, it is an assimilation of ecological



ETHICS OF AN ECOLOGICAL ECONOMY 4 39

ethics with economic ethics. First, eco-ecological ethics is an expres-
sion of economic ethics but in a nontraditional way. It is the rational
option based on the experience and lessons derived from the develop-
ing economy. Eco-economic ethics holds that people’s spiritual
happiness—the glorification of the spiritual and cultural life of
humankind—must be based on a decreased expenditure of substance
and resources. Further, equal consideration should be given to both
natural riches and national riches, reflecting the ideal unification of
heaven and humans. If we say that economic ethics in its early period
was an ethics confined to economic life alone and largely an ethics of
utility, then eco-economic ethics has surpassed that level. It extends
the research scope of economic ethics to the environment, holding
that the sustainable development of an economy cannot be realized
without consideration of environmental issues; therefore, economic
development should be achieved under the regulation of ecological
ethics and should be carried out with a combination of utility and
morality. In eco-economic ethics there is an unprecedented moral
completeness and unity of values. In this sense, eco-economic ethics is
an ideal economic ethics, without question.

Just as eco-economic ethics is a nontraditional form of economic
ethics, so too, second, is eco-economics a nontraditional form of
ecological ethics, for it is a form of ecological ethics that gives special
attention to economic development and economic progress. This
kind of ethics has exceeded the “light green” level of environmental
concern, progressing to the “dark green” level. If we say that the
former level of concept has been characterized by description of envi-
ronmental issues and emphasis on the importance of solving environ-
mental issues, then the latter level of concept has been marked by the
analysis of the economic and social causes of environmental issues and
corresponding approaches to solve these issues. Eco-economic ethics
advocates the idea that positive economic and social measures should
be taken to realize the value of unifying environment with develop-
ment. Thus it attaches great importance to the renovation of human
civilization, human productive patterns and human living patterns.
Eco-economic ethics has lifted ecological ethics to a higher level,
representing the developing prospect of ecological ethics.

The third feature of eco-economic ethics is the blending of ecolog-
ical ethics with economic ethics. We can call it ecologized economic
ethics or economized ecological ethics. In fact, the solution to
environmental issues must occur within the context of economic devel-
opment, while the solution to economic ethical issues must take into
consideration the relations between humans and nature. In addition,
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ecological ethics will inevitably be adapted to the economic activities
of the enterprise and commercial activities; will be closely connected
with the economic decisions, economic arrangement, and economic
administration of the government; and will be linked to the economic
consciousness and economic activities of the individual. Similarly,
contemporary economic ethics will have to pay attention to concerns
addressed by ecological ethics. To achieve the sustainable develop-
ment of economy, economic ethics has to rely on the aim set by eco-
logical ethics to develop the economy. In forming a bridge between
economic ethics and ecological ethics, eco-economics has surpassed
the limitations of economism and ecologism. It not only has the
ecological-ethical implication of respecting nature, protecting envi-
ronment, and maintaining the ecological balance, but it also has the
economic-ethical implication of developing economy, exploiting nat-
ural resources properly to meet the rising physical and cultural needs
of humans, and leading people to a happy and harmonious life.

Eco-economic ethics has risen in support of the development of an
ecological economy. It is the outcome of the interaction between
ecological ethics and economic ethics in the particular situation of our
contemporary society. Eco-economic ethics reflects the double
requirements and properties of both ecological ethics and economic
ethics, so it is in essence a new ethics growing from modern morality
and standing for the latest developing tendency and the latest study
achievements of modern morality.

TuHE STrRUCTURE OF Eco-Economic ETHICS

As a brand new kind of ethics, eco-economic cthics has its own
internal structure and content. The internal structure of this kind of
ethics is composed of three levels, that is, the macro-level, the meso-
level, and the micro-level, and three parts, namely, eco-economic
ethical consciousness, eco-economic ethical relations, and the application
of the eco-economic ethics.

Eco-economic ethics at the macro-level is concerned with the
internal unity between the universe and the earth. This is expressed in
the moral responsibility of humans to other living beings, the connec-
tion of human economic development with the macro- or super
macro-environment, and the picture of globalization or the eco-
economic ethical concepts, the eco-economic ethical principles, and
the eco-economic ethical conduct of human beings. All people must
respond to the ecological crisis, at this macro-level of concern, for the
occurrence of, effects of, and solutions to the ecological crisis have
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global implications. Furthermore, eco-economic ethics at the macro-
level may find its expressions in the eco-economic decisions, the
eco-economic system, the eco-economic operation, the eco-economic
distribution, and the eco-economic activities of every country or
nation.

Eco-economic ethics at the meso-level is chiefly reflected in
eco-economic planning, eco-economic management, €co-economic
valuation, eco-economic education of regions and departments of var-
ious kinds. Thus it is closely related to such issues as regional and
departmental environmental protection, regional and departmental
economic development, regional and departmental construction of
spiritual civilization, and so on. Eco-economic ethics at the micro-
level is largely found in eco-economic ethical concepts, eco-economic
ethical consciousness, eco-economic ethical selection of conduct, and
the formation of the eco-economic ethical quality of the enterprise
and the individual. After all, the eco-economic decisions and strategies
at the macro-level and the eco-economic planning and management
at the meso-level must be carried out by the eco-economic conscious-
ness and conduct at the micro-level. Every enterprise and every
individual has the responsibility to protect the environment and to
push forward the sustainable development of the world.

Eco-economic ethical consciousness consists of two parts, that is,
the consciousness of the eco-economic ethical principles and that
of the eco-economic ethical thoughts. The consciousness of the
eco-economic ethical principles is an organic system that reflects
people’s conceptual grasp of the eco-economic ethical principles, reg-
ulations, categories, and so on. The basic principle of eco-economic
ethics is that of sustainable development, which finds its concrete
expressions in the principle of fairness, the principle of common
responsibility and duty, and the principle of improving life quality.
The principle of fairness includes fairness in the same generation, fair-
ness between different generations, and fairness in the distribution of
limited resources. The principle of common responsibility and duty
requires that people should regard humans and the earth as belonging
to all and should fairly undertake the responsibility and duty to realize
sustainable development. The principle of improving life quality
respects the basic needs of human beings, maintains the health of
human beings, and aims at creating a society that can guarantee equality,
freedom, education, and human rights among its members, and that
can keep its members immune from violence, persecution, and threat.
Eco-economic ethical regulations include that of developing and pro-
tecting natural resources, developing industries and consumption,
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which are harmless to the environment, satistying the diversified needs
of humans by cultivating human intelligence, and pushing forward
the all-around development of humans. Eco-economic ethical cate-
gories include eco-economic ethical obligations, eco-economic ethical
conscience, eco-economic fairness, and eco-economic ethical happi-
ness. The eco-economic ethical theory consists of production, produc-
tive value, riches, development, and so on. In general, eco-economic
ethical relations are a kind of relations between people and nature.
However, this kind of relation shows itself'in the relations between the
individual and society, between organizations and organizations, and
between the individual and himself.

Eco-economic ethical activities refer to people’s activities based on
their understanding of eco-economic ethical concepts, eco-economic
ethical principles, and eco-economic ethical regulations. It includes
the selection of eco-economic ethical conduct, eco-economic ethical
valuation, eco-economic ethical education, eco-economic ethical
accomplishments of social members. What can be used as the good-
and-evil criterion to judge the eco-economic ethical conduct is the
eco-economic ethical principles and rules. Eco-economic ethical
principles and regulations have reflected the integral benefit and the
long-term benefit of the whole of humankind, and the fundamental
benefit of a country or a nation. In the contemporary world, the con-
duct and phenomena that are instrumental to the realization of sus-
tainable development are morally good, while the conduct and
phenomena that are harmful to the cause of sustainable development
are morally evil. The key point of eco-economic ethical education and
accomplishments is to cultivate people’s eco-economic ethical con-
sciousness in order for them to overcome a pragmatic eagerness for
instant success, quick profits, and narrow utilitarianism, and to under-
stand the ecological crisis accurately so as to develop an appropriate
plan for conquering the crisis. Eco-economic ethical education and
accomplishments are also marked by an emphasis on the propagation
and advocacy of the concept of sustainable development, and on the
fact that we only have one earth. Such education emphasizes
the necessity of protecting the earth and its resources by focusing on
the individual’s connection to a hometown, a particular corner of the
carth, and the fundamental benefit to the individual of the carth’s
resources. In this way the sustainable development of the economy
and the environment is inextricably tied to the existence and happi-
ness of every individual who can embrace the cause of environmental
protection, the cultivation of green products, and green consumption
as a compulsory responsibility.
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Studying and advocating eco-economic ethics is of great signifi-
cance and value for both economic construction and ethical construc-
tion in the new century. The formation of this kind of ethics has
opened a new area in the field of ethical study and has cultivated new
room for the development of ethics. In the new century, ecological
issues are economic issues, and vice versa. Accordingly, ecological
ethics and economic ethics will demonstrate a tendency to assimilate.
Eco-economic ethics is the lucky child of the new century, whose
growth will be sure to add tremendous vitality to the ethical con-
struction of the new era.
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CHAPTER 3

Confucian and Christian Ethics
about the Market Economy

Kit-Chun Joanna Lam

INTRODUCTION

This essay studies the historical development of Confucian and
Christian ethics about the market economy. As both traditions contain
some socialist elements, a study of how each has responded to the his-
torical changes in market institutions in order to maintain the
dynamism and vitality of their traditions may give us insights into the
development of business ethics for contemporary Chinese economy as
it develops into a socialist market economy with Chinese characteristics.

The major source of authority of the Confucian tradition can be
traced back to Confucius (551479 B.C.) and Mencius (forth century
B.C.), while the final source of authority of Christian teachings is the
Bible, which Christians believe has been inspired by God over an
extended period of time. The Classical Confucians, in general, have
acknowledged the beneficial existence of market exchanges and the
influence of supply and demand conditions on the price of a good.
Rather than accepting market forces unconditionally and without
limit, they inherited a tradition for government to regulate market
exchanges. The Christian biblical writings also accept the pursuit of
personal gain, including that attained through market activities, per-
haps even more positively than the Confucians, although it also
emphasizes that exchanges have to be carried out in a correct way, and
that there should be honesty rather than cheating or stealing. In both
traditions, the right to private property is not absolute. Confucius
thought that responsibility for the poor should fall equally on wealthy
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people as well as on the government. Excessive inequalities could
destroy social harmony and cause social disorder. Similarly, the Bible
teaches that the ultimate ownership of wealth belongs to God and
thus wealth has to be managed according to the will of the loving
God, which may mean sharing with the poor.

With this background of the two classical traditions, we study the
later development of their ethical thinking about market exchanges
and distribution of wealth. We then discuss the relevance of Confucian
ethics and Christian ethics about the market economy as applied to
the socialist market economy of China.

DeverLopmMENTs OF CONFUCIAN AND CHRISTIAN
ETHics oN MarkeT Economy

Confucian Ethics

From the time of Han Kao Ti (202-195 B.C.), there were policies
and laws applied to the whole empire for the suppression of merchants
in China. Public sentiments were against merchants because people
thought that the merchants did not make anything themselves, and
they stored up commodities in order to raise their prices and then sell
at a profit.

The Neo-Confucians of the Sung dynasty (960-1279) were more
negative about the profit motive than the Classical Confucians. For
example, the Sung Neo-Confucian Zhu Xi regarded calculating profit
and advantage as being inconsistent with rectification of moral princi-
ples. He thought that if people “understood moral principle, [then]
poverty and baseness would be incapable of doing them harm, and
wealth and honor would add nothing to them.” He did not assert that
it was impossible for a merchant to live according to the “Principle of
Heaven,” but he regarded such an achievement as unusual, for the
world was deeply confused morally. The problem actually did not lie in
the occupation of the merchant, any more than it did in the occupation
of farmer or artisan. Rather, the problem was common to all occupa-
tions. The problem resulted from turning one’s mind “to wealth and
extravagance every day,” instead of pursuing one’s work diligently and
living simply (Chu Hsi and Lu Tsu-Chien 1967, chap. 8, 5).

The attitude toward profit and market exchanges became more pos-
itive with the advent of the Ming dynasty (1368-1644). An influential
Neo-Confucian of this period, Wang Yang Ming, even acknowledged
the possibility of merchants becoming sages if they could harmonize
their bodies and minds (Wang Yang-Ming 1963, 56). The principle
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that each of the four groups of people—officer, farmer, merchant, and
craftsman—is equally useful to society was noted by a Confucian
scholar, Yeh Shih, who said, “It is because the four groups of people all
together contribute their usefulness to society, that civilization can be
advanced. To depress the secondary occupations and to promote the
primary one is not a correct theory” (Chen 1974, 412).

After China suffered humiliating defeats by Western political and
economic powers in the nineteenth century, there was a dramatic shift
in attitude toward the morality of market activities. Many Confucian
scholars became convinced that commerce and industries were neces-
sary to save the nation from her weakness, so government should take
a strong supportive role in this respect. There was a clear shift from
the metaphysical orientation of the Neo-Confucians to the conse-
quential approach taken by the political Confucians of the nineteenth
and twentieth centuries, including Kang Youwei and Suen Yixian
(Sun Yat-Sen).!

The beliefin industrial development and the strength of active gov-
ernment leadership in the economy was inherited by the modern
Confucians, and Tu Weiming in particular, tried to relate the miracu-
lous growth of some East Asian economies to Confucian values.

Concerning distributional issues, the Neo-Confucians followed the
Classical Confucians’ tradition of ascribing to the government and the
wealthy people social responsibilities to help in poverty relief. For
example, a system of village granary was established by Zhu Xi in
1168 when the people of his district were hard pressed for food. As a
form of relief, the people received rice from the government, and, in
the winter, they returned it together with interest. Zhu also called for
the wealthy merchants to participate in this poverty relief program.

This Confucian belief in the priority of people’s welfare and
poverty relief was shared by the political Confucians in the late Qing
dynasty. Kang even formulated an ideal form of utopia in his later
stage of thought, which was built on social ownership of factors of
production. He was concerned about the moral problem of inequali-
ties resulting from the buying and selling of private property, so he
envisioned an ideal society with no social stratification and with the
disappearance of family and private property (Hsiao 1975).

On the other hand, his contemporary, Suen Yixian, a Christian
convert brought up in Confucius tradition, expressed his socialist
ideal in the “Principle of People’s Livelihood,” which shows the influ-
ence of both Confucian humanism and Christian compassion for the
poor. The goal of People’s Livelihood was to build a “wealthy and
equitable” state by implementing “equalization of land-ownership
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and regulation of capital.”? He was concerned that in the natural evo-
lution of market capitalism, workers were given unfair treatment.
Thus he proposed the nationalization of natural monopolies like rail-
roads and public utilities so as to use the monopoly profit to finance
social welfare programs; only small businesses should remain in the
private sector (Hsiao 1975, 367-369). He also proposed a land tax to
prevent the idle landlords from reaping excessive monopoly rent.

In response to the globalization of competitive markets, the mod-
ern Confucian Tu acknowledged that the competitive market has
been a major engine for economic growth. But at the same time, he
was concerned about the widening of the gap between the haves and
have-nots as unintended negative consequences of globalization. He
regarded it as “just” that the beneficiaries of globalization share their
resources more equitably with the world, implying that the benefici-
aries in the competitive market do not have absolute right over the
gains they make in the market, but indeed have a responsibility to
share them with the marginalized, underprivileged, disadvantaged,
and silenced (Tu 2001).

Christian Ethics

The biblical morals on market exchanges are followed very closely by
theologians of all ages, although they may extend their interpreta-
tions and applications of biblical writings to their life situations in
accordance with their understanding of the market institution in
their times. The thought of Thomas Aquinas (1225-1274) domi-
nated the church life in the medieval period. He referred to Jesus’
Sermon “Do to others what you would have them do to you” [ Matt
7:12] as the basis of commutative justice. While Aquinas con-
demned unrestricted profit seeking, he thought trade, “considered
in itself . . . does not imply a virtuous or necessary end” (Aquinas
1981, II-111, Q.77, A.4). He saw no injustice in selling something
for a higher price than the purchase price, provided that the value of
the thing sold has been increased in some way, and if profit realized
is “lawfully intended, not as a last end, but for the sake of some other
end which is necessary and virtuous,” such as supporting one’s fam-
ily or enriching one’s sovereign. Compared to the Confucians,
Aquinas seemed less willing to accept a price determined by supply
and demand as just.

In the sixteenth century, the influential Protestant reformist Martin
Luther (1483-1546) warned in “On Trade and Usury,” that “The
love of money is the root of all evil.” He also thought that a just price
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should be cost-determined, and that it was against Christian love and
natural law that sellers sell their goods as dear as they can. Luther saw
very clearly the sinful nature of man. Therefore, he thought that the
government should come onto the scene “to appoint wise and honest
men to compute the costs of all sorts of wares and accordingly set
prices which would enable the merchants to get along and provide for
them an adequate living” (Stackhouse et al. 1995, 174). What he
objected to most were trading companies, which at his time made a
lot of monopoly profit and got richer than kings and emperors within
a very short time.

Another Protestant reformist of the sixteenth century, John Calvin
(1509-1564), had an important influence on the development of the
later economic order when he expanded the biblical principle of stew-
ardship. Endowments were regarded as blessings, but in living the
present life, Christians should “observe a mean,” lead an ascetic life
and “indulge as little as possible” (Calvin 1989, Book III, Chap. VII,
Sec. 10). The conception of a sacred “calling” encourages workers to
work hard even under difficult working conditions and also justifies
the position of the middle-class business people.

As the productive nature of market activities became more appar-
ent, the Christians increasingly saw that making gain in the market
could be a good thing and money could be put to use for “glorious
ends.” The famous rule of John Wesley (1703-1791) to “gain all you
can, save all you can and give all you can” has remained an important
dictum for Christians till the present time.

In modern times, the efficiency of the market has gained pervasive
recognition among Christians, especially after the fall of the Soviet
Union. However, many Christians think that efficiency is not enough
since we have to be concerned about morality and justice (Griffiths
1982). There is a general awareness that the market economy fails
when there are externality problems (Wogaman 1986) and that gov-
ernment regulations would be necessary in case of market failures, to
control, for example, environmental pollution. There are also con-
cerns that free international trade results in terms of trade that are
favorable to the rich industrial nations but unfavorable to the poor
agricultural economies. In other words, these Christian concerns
extend from equalities within a nation to that equality across nations
and to the issue of international justice.

Concerning distributional issues, there is not much question among
Christians in modern times about the charging of interest on loans,
although Christians regularly make appeals for the rich countries
to relieve the heavy interest burden of the very poor nations as an
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expression of Christian compassion. The major Christian concern is
the widening income gap between the rich and the poor or, more
importantly, the existence of poverty even in affluent societies. As a
result of supply and demand conditions in the free market, the market
wages for low-skilled workers are very low, and this has forced a lot of
minorities into poverty and distress. There is thus a demand on the
government to take up responsibility to care for the weak by creating
various welfare programs. Internationally there are also concerns to
find ways to share more equitably the resources of the world as the
income gap among nations widens with globalization (National
Conference of Catholic Bishops 1997, 101-102; United Methodist
Church, Chap. IV). The basis for appropriate redistribution is the bib-
lical principle that private ownership of property is a trusteeship under
God; no person or any group of persons has exclusive and arbitrary
control of any part of the created universe. Therefore those entrusted
with wealth have a responsibility to share their resources with the
poor in accordance with the will of the compassionate God (Griffith
1984, 63-80).

RELEVANCE TO THE SocCI1ALIST MARKET
Economy oF CHINA

Since the three traditions of Socialism, Confucianism, and Christianity
share a deep concern for the welfare of the common people, it would
be helpful for Socialist China to study the Confucian and Christian
market morality under different market conditions in its attempt to
develop business ethics.

One important observation from our study is that both Confucian
and Christian traditions consistently take a holistic approach to moral
issues. There is never a complete separation between morality of per-
sons and that of the market institution. The emphasis is on the moral
character of persons, regardless of socioeconomic institutions.
Although there is an increasing awareness of the moral nature of the
market institution, whether individuals or groups of individuals are
doing justice and practicing mercy to other people remains a major
concern.

The emphasis of the Confucian and Christian traditions on
personal ethics has a favorable effect on the growth of the market
economy since honesty and trust can reduce transaction costs in vol-
untary market exchanges. The recognition of the importance of build-
ing up spiritual development alongside with material development in
China in the 15th Congress of the Chinese Communist Party is thus
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commendable (Li 1999, 581). On the other hand, the negligence of
moral aspects by modern economic analysis of the market economy is
deficient.

Another important observation is that, although both the
Confucians and the Christians accept the market as morally good to
the extent that the market is efficient in production and creation of
wealth, they have found it undesirable to let the interplay of supply
and demand conditions in the free market to completely determine
the allocation and distribution of resources in the economy. For
Confucians, transfer of wealth to the poor can be justified because the
government and wealthy people have social responsibilities toward the
poor in a society where different people are interconnected and mutu-
ally dependent. Even though Christians put more emphasis on indi-
vidual freedom and private property than the Confucians, the concept
of stewardship and accountability to God again imposes a moral con-
straint on the use of resources, and a responsibility on the part of the
government and the wealthy people to take care of the poor in a soci-
ety. Both Confucian and Christian ethics have provided the moral
constraint to prevent the absolutization of wealth and enabled the
provision of a safety net to the poor. Adequate welfare support and
poverty relief from government and nongovernment charitable
organizations have been important in maintaining social stability in
market economies of many Western countries, and many of these are
of Christian origin.

Since the introduction of market mechanism in socialist China, the
socialist market economy has experienced much productivity gain
within a short time, largely attributed to the efficiency and incentive
inherent in the market structure. At the same time, troubling signs
have emerged which indicate that without the appropriate develop-
ment of market morality that goes with the development of the mar-
ket, unconstrained selfish profit-maximizing activities in the market
can easily lead to frauds and dishonesty that raise transaction costs and
inhibit the healthy growth of the market economy. Besides, undesir-
able market outcomes like widening income disparities, unemploy-
ment, and insecurity as a result of the privatization and marketization
of public enterprises may also threaten social stability; the Classical
Confucians warned of this long ago. The Confucian and Christian
ethics on market economy illustrate the need to strike a balance
between efficiency and equity, incentive and security, as well as
between private property and social responsibility. How to strike a bal-
ance amidst contradictions of these kinds in the specific context of
China will demand much wisdom and moral strength.
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NoTEs

1. Kang Youwei (1858-1927) is best known as the leader of the
“Hundred-Day Reform” in the late Imperial Qing Dynasty while Suen
Yixian (1866-1925) is known as the “Father of the Republic.”

2. Conference on Dr. Sun Yat-Sen and Modern China. Proceedings of the
Conference on Dr. Sun Yoat-Sen and Modern China. Taipei, Taiwan:
National Sun Yat-Sen University, 1985, Vol. IV, 444.

REFERENCES

Aquinas, Thomas. 1981. Summa Theologica St. Thomas Aquinas. Translated
by Fathers of the English Dominican Province. Westminster, MD:
Christian Classics.

Calvin, John. 1989. The Institutes of the Christian Religion. Translated by
Henry Beveridge. Grand Rapids: Eerdmans.

Chen Huan-Chang. 1974. The Economic Principles of Confucius and His
School. New York: Gordon Press.

Chu Hsi (Zhu Xi) and Lu Tsu-Chien. 1967. Reflections on Things at Hand
(Jin Si Lu). Translated with notes by Wing-Tsit Chan. New York:
Columbia University Press.

Griffiths, B. 1982. Morality and the Market Place. London: Hodder and
Stoughton.

. 1984. The Creation of Wealth: A Christian’s Case for Capitalism.
Downers Grove, IL: Intervarsity Press.

Hsiao Kung-Chuan. 1975. A Modern China and a New World: Kang Yu-Wei,
Reformer and Utopian 1858-1927. Seattle and London: University of
Washington Press.

Li Zhan-Cai. 1999. Modern Chinese Economic Thought (Dang dai zhong guo
Jing ji si xianyg she). Kaifeng: Henan University Press.

National Conference of Catholic Bishops. 1997. Tenth Anniversary Edition of
Economic Justice for All. Washington, D.C.: National Conference of
Catholic Bishops.

Stackhouse, M. L., D. P. McCann, S.]J. Roels, and P. N. Williams (eds.) 1995.
On Moral Business. Grand Rapids: Eerdmans.

Tu Wei-Ming. 2001. The Context of Dialogue: Globalization and Diversity.
In: UN Eminent Person Group. Crossing the Divide. New Jersey: Seton
Hall University, 51-96.

United Methodist Church, U.S.A. The United Methodist Socinl Principles. At
http://www.umc-gbcs.org/sp.html.

Wang Yang-Ming. 1963. Instructions for Practical Living, and Other Neo-
Confucian Writings. Translated by Wing-Tsit Chan. New York: Columbia
University Press.

Wogaman, J. P. 1986. Economics and Ethics: A Christian Enquiry. London:
SCM Press.




CHAPTER 4

Economic Motivation and Its

Relevance for Business Ethics

Xiuyi Zhao

EmancipaTing Economic MOTIVATION AND
EstaBrLisuinGg A RoLe ror Business ETHiCs

The assessment of economic motivation, that is, the will to acquire
and/or create wealth, has varied in accordance with the status of
economic life within different social environments and during differ-
ent historical periods. It was not until the rise of the market economy
that economic motivation received significant recognition. In his
analysis of the development of economic motivation in the history of
Western civilization Max Scheler (1874-1928) points out that during
ancient times and the Middle Ages, social class by birth and heredity
determined the “privileges of political status, and only with such polit-
ical status could one acquire wealth.” What could be acquired
through different pursuits was determined by a standard in which
“livelihood corresponded to status.” Political power and status
absolutely determined and delimited the opportunities and pure activ-
ity space created by wealth (Scheler 1997, 10). In other words, polit-
ical status with its corresponding morality was the highest standard for
measuring all economic activities. The critical issue was social hierar-
chy, since only ‘livelihood that corresponded to status was lawful,
moral, and normal. Economic motivation not subject to the limita-
tions of status, however, was abnormal, immoral, and illegal. For this
reason, the only way to rise above economic activities restricted by sta-
tus was through the quest for treasure, turning worthless metals into
gold, controlled pillages, and unlawful activities such as cheating
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people out of money. A pivotal factor in the transition from a tradi-
tional society to a modern society is that the economic motivation
that had been viewed as abnormal or improper gradually became nor-
mal and proper. Scheler’s historically situated analysis, which reveals
the problems of economic motivation in social transformation in the
course of modernization, contains a certain widespread application.

A similar development also occurred in the process of transforma-
tion of Chinese society. Traditional Chinese society acknowledged
economic motivation to a certain degree. The Chinese traditional
aspiration for fu (happiness), /u (salary), and shox (longevity) in
everyday life implies an acknowledgment of economic motivation.
However, status also limited economic motivation in premodern
China, most apparently in the value of /u—the salary received from
the emperor on account of social status. The main feature of /u is its
correspondence between a certain economic benefit and a political
rank. For the vast majority of people, who were not officials, eco-
nomic motivation was limited to “matching one’s social status” and
“making a livelihood.” However, Confucianism, as the official
ideology of the ruling class, taught that “Confucius rarely talks
about profit” (Confucius 1992, Analect 9:1) and that “one should
pursue righteousness rather than financial gain”(Confucius 1992,
Analect 4:16).

During the last century in China, economic motivation achieved a
certain degree of autonomy. The Chinese Communist Party persist-
ently pursued the political objective of bringing economic benefits to
the Chinese people. But under the planned economy, economic moti-
vation in reality was substantially restricted to a level of subsistence
only. Although the party pursued a line of egalitarianism, social class
distinctions were actually preserved, especially for the peasants, for
whom economic mobility was greatly limited. Despite this, political
status and its related morality were the highest standards for measur-
ing all economic activities. A situation related to this stands out in par-
ticular. At times, due to politics, even the economic motivation to
make a livelihood was restricted and assailed. Such limitations had
been abolished gradually during the course of China’s economic
reforms and opening up, especially in the transition to a socialist mar-
ket economy since the 1990s. Political status and corresponding
morality no longer served as the top criteria in measuring all economic
activities. An important part of this undergoing process is the legit-
imization, or emancipation, of economic motivation. Today, society
affirms the legitimization of individual economic motivation. The
ability of people to pursue personal economic gain through honest
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labor and legal business endeavors has already been encouraged.
People’s notion of this is also changing. In the more developed
areas of China, not only do most people realize that legally pursuing
economic motivation is a citizen’s legitimate right, but they have also
adopted the principle of “money making more money.” Personal
wealth management has gained great attention, as we can see, for
example, by the best-selling book Rich Dad, Poor Dad (Kiyosaki and
Lechter 1997).

However, development in China has not been even, and the divide
between urban and rural economies created under the planned econ-
omy still exists. As such, the limitations on the status of economic
motivation have not been entirely eliminated, especially the restric-
tions on economic motivation for rural residents. Following increased
reforms in the country’s social transformation, especially following
the next phase of integration with the global market introduced by
the country’s entrance into the WT'O, we can predict that economic
motivation will gain even greater autonomy and influence in the near
future.

After economic motivation gains legitimacy, identifying the limits
of such legitimacy becomes a pressing question. The emergence of a
large number of immoral activities within the present economic life
indicates that following the affirmation of economic motivation, an
issue that must be resolved is how to regulate economic activities in
terms of morality. This is the reason why so many different fields are
interested in business ethics and the field has gained recognition. To
regulate economic activities, we should first theoretically clarify
whether or not, given the confirmed legitimacy of economic motiva-
tion, morality in the field of economic activities is possible.

THE IMPLICATIONS AND THEORETICAL
JustiricaTion oF Economic MoTivaATION

In the history of Western thought, neoclassical economists provided
the most influential analysis of the implications of economic motiva-
tion and its rational justification. The crucial point of their theory is
based on the hypothesis of homo oeconomicus. The main idea is that
economic motivation is an individual’s pursuit to maximize benefits.
According to the neoclassical economists, economic motivation is the
incentive for fulfilling individual preferences and personal gain. In
more concrete terms, it is the motivation to maximize the fulfillment
of material desires, as represented by the incentive for profit.
Participants in economic life are rational economic individuals; namely,
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“individuals rationally pursuing greatest efficient use.” Rationality
here refers to instrumental rationality. It is said that

The title of homo economicus is usually reserved for those who are
rational in an instrumental sense. Neoclassical economics provides a
ready example. In its ideal-type case the agent has complete, fully
ordered preferences (. . .), perfect information and immaculate com-
puting power. After deliberation he chooses the action which satisfies
his preferences better (or at least no worse) than any other one (Eatwell
etal. 1987, 54).

The theoretical justification for the hypothesis of homo oeconomicus
can be summarized as follows.

The first one is an empirical justification asserting that all economic
activities are in fact motivated by self-interest. As Adam Smith said, “It
is not from the benevolence of the butcher, the brewer, or the baker,
that we expect our dinner, but from their regard to their own interest.
We address ourselves not to their humanity but to their self-love, and
never talk to them of our necessities but of their advantages” (Smith
1976, 26-27). Economic research must be founded on such a prem-
ise. Therefore, it is stated that the first principle of economics is that
all behavior must filter through personal profit in order to be realized.

The second one is a justification based on a theory of human
nature. It assumes that people by nature are selfish. This premise has
been widely adopted by economists. It has received theoretical sup-
port from philosophy and ethics during the last several centuries.
From Thomas Hobbes, the philosophy of Britain’s empiricists
accepted the theory of the sensualists, taking happiness, namely the
satisfaction of desires, as goodness, and viewing the “desire to power,
desire to wealth, desire to knowledge and desire to honors” (Hobbes
1985, 54) as the basic desires of human beings. In the eighteenth cen-
tury, with France’s Bernard Mandeville, such a theory of human
nature took a more radical form in being used to justify selfish eco-
nomic motivation. According to Mandeville, pride, self-interest, and
the desire for material goods, which were the vices in the view of tra-
ditional morality, became the basis for the economic well-being of the
entire society (Philosophy 1963, 457).

The third one is a moral justification, claiming that parochial
private benefit of individuals is a virtue in its own right. Thinkers in
the tradition of British utilitarianism provided the philosophical and
ethical grounds for this position. In Benthamian utilitarianism, the
essence of human nature was regarded as attaining pleasure or avert-
ing pain, while the maximum possible amount of happiness resulting
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from individual behavior was regarded as good. J. S. Mill revised
Bentham’s theory, yet his proof, “that which is desired is desirable”
(Robson 1996, 235) objectively provided a methodology for the con-
clusion of “the pursuit of one’s own interest is itself good” deduced
from the “fact that people are pursuing their own interests.”

In summary, neoclassical economists base their interpretation of
economic motivation on three propositions. The first proposition
is that economic motivation can be completely reduced to the
maximization of individual benefits. The second is that the pursuit
of an individual’s parochial selfish benefits is a kind of virtue and
goodness in its own right. The third is that the pursuit of parochial
private benefits is not only the single motive for all economic
behavior, but also the single motive for all kinds of human behavior.
Thus the hypothesis of homo oeconomicus can be used to interpret
various types of human behavior, including political, altruistic, and
even biological behavior. This third view, also referred to as the
“declaration of economic imperialism” is represented by Gary S.
Becker’s book The Ecomomic Approach to Human Behavior
(Chicago 1976).

Although widely influential, this idea has been subjected to several
kinds of criticism. Without denying the fact that people’s economic
motivation stems from their pursuit of material benefits, these criti-
cisms argue that it is too simple just to equate economic motivation
with the maximization of an individual’s benefits. Friedrich List, a
German economist in the nineteenth century (1789-1846), believed
that people’s motives for economic behavior must also be linked to
cultural customs and patriotic ethos, and thus cannot be accepted
unconditionally. He proposed the concept of the “moral person,”
which was positioned in direct opposition to the concept of the “eco-
nomic person” (or homo oeconomicus). He asserted that any given per-
son is subordinate to a specific country: “One’s happiness is linked to
the independence and progress of one’s country” (List 1997, 31).
Therefore, we cannot view an individual as a self-sufficient entity. He
relies upon Hegel’s view that a country is comprised of common
ethics, in which morality functions as the linchpin for the country and
the individual is viewed as a moral person. Here moral person does
not denote a person who possesses typical moral behavior or moral
character, but rather refers to the individuals who have been linked
together by the linchpin of patriotism to form the object of nation-
hood. Therefore, he emphasizes that as for the individuals’ pursuit of
economic benefits, it can be unconditionally affirmed in terms of
morality. He believes that specific analyses and evaluations are
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necessary for different types of economic motivation. First, he empha-
sizes that in order for wealth to be acknowledged it must be acquired
through legal means. In addition, as for the pursuit of wealth, it can
only be affirmed if it is combined together with the efforts to develop
the economy and culture for future generations. The pursuit of wealth
for wealth’s own sake and/or as motivated by hedonism is not worth
affirming from a moral perspective.

Francis Fukuyama, a contemporary American scholar, asserts that
the neoclassical conception of economic motivation can interpret
80 percent of all economic phenomena but is ineffective with regard
to the remaining 20 percent. He states: “The fact that our values are
able to be influenced by the praise or recognition of those people we
admire and of whose judgment we trust is more important than any-
thing else” (Fukuyama 1998, 224). Relying upon Alexandre Kojeve’s
explanation of Hegel, Fukuyama states that struggle for recognition is
the fundamental motive of human being’s behavior, and the pursuit of
property is just one of its aspects. Material gain is not the only moti-
vation for human behavior, even within economic activitics. The
relentless pursuit of personal benefits is not necessarily all that is to
economic motivation. Likewise, the motivation for the desire for
wealth and pleasure cannot be entirely affirmed.

Thinkers belonging to the tradition of romanticism had revealed
long ago the negative side of economic motivation. Thomas Carlyle in
nineteenth-century Britain (1795-1881) is a typical example. He
asserted that the rise of the notion of economic motivation caused a
moral crisis and spiritual paralysis. He believed the rise of economic
motivation led to greed becoming fashionable and the widespread
suspicion of morality. The world had become filled with charlatans
promoting false teachings, while the educated preached the bold
words of morality while sinking into a life of money, luxury, and dissi-
pation. He criticized Bentham’s utilitarianism: “It turns humankind’s
limitless sacred spirituality into a type of hay or thistles and fuses
together happiness and suffering . . . These people are victims of
paralysis in terms of spirituality” (Carlyle 1988, 122). He mocked the
“principle of maximizing happiness” as “Mormon gospel,” accusing
Bentham of viewing making money and enjoying pleasures as Heaven
and neglecting the obligations required by morality, thereby negating
spiritual values.

The debates and divergent views on economic motivation not only
existed among scholars, but also existed in everyday life in general.
This discussion on Western social values and morality took shape ever
since the rise of the market economy.
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A similar controversy regarding the meaning of economic motiva-
tion and the justification of its legitimacy has emerged in contemporary
China as well. Years have passed since the adoption of a market econ-
omy in China, and few today are still denying the legitimacy of eco-
nomic motivation and the pursuit of material benefits. Economic
motivation is no longer viewed as a negative value, but rather has essen-
tially become a right for citizens, thereby legitimizing the pursuit of
economic benefits attained through earnest labor and legal business
activity. However, people still disagree over whether or not economic
motivation can be simply reduced to individual private benefit. In other
words, can economic motivation also involve spiritual and cultural
aspects such as patriotism and faith? Many have also pointed out the
negative moral and spiritual impact exerted by the rise in the legit-
imization of economic motivation. The resonant call for trust through-
out society provides evidence of this concern. Indeed, whether
self-centered economic motivation is right or not, and to what extent it
is right, remains a controversial issue in China.

PossiBiLiTy AND LIMITATIONS OF
EconomMmic MoTivATION

Divergent views over the implications and legitimacy of economic
motivation is related to the basic questions of whether or not and how
business ethics is possible. Addressing these questions requires an
understanding of business ethics, including the ethical norms in eco-
nomic life, the relationship between business ethics and social ethics,
and the relationship between the ethics of the modern market econ-
omy and China’s traditional ethics. In reference to these questions, I
will compare three alternative understandings of economic motivation.

The first one is to understand economic motivation simply as the
maximization of one’s private benefits. Then, a possible response is
that morality and ethics cannot be articulated within the field of eco-
nomics. This is the conclusion reached by Bernard Mandeville.
According to Mandeville, since economics are motivated by personal
gain, what had been earlier viewed as negative aspects, such as greed,
extravagance, and arrogance, have all become the enabling force
behind economic prosperity and artistic and technological advance-
ment. In his The Fable of the Bees, Mandeville notes that lawyers, moti-
vated by self-benefit, intentionally take advantage of legal loopholes to
gain reputation and wealth. Different fields are filled with deception
with vice pervasive: doctors treat life lightly and businessmen know-
ingly sell fake goods. A return to honesty would only lead economic
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prosperity and technological advancement to disappear into thin air.
Mandeville’s view that the market is a place of mutual deception is
evident in everyday life and refutes the possibility of a business ethics
based on the notion of the motivation of self-gain.

The second position holds that people pursue their private interests
in all economic activities. This is a type of game based on individual
benefits. As the game is repeated time and time again, as a result, a
relationship of reciprocal cooperation is gradually established. Since
the possibility of future cooperation requires both parties to meet, the
future is very important to both. However, if it were necessary to hold
a meeting in the future, then the optimal choice for both parties
would be cooperation. Therefore, mutually beneficial cooperation,
based on reciprocity within this game, will be generated over and
over, playing out endlessly. Through its evolution, the market econ-
omy will be shaped into a system composed of reciprocal cooperation.
In this scenario, private interests generate a relationship based on the
expectation of reciprocal cooperation and corresponding market
ethics. Since the system requires a morality consisting of mutual
benefits and mutual trust, it raises the possibility of business ethics. At
the same time, here we can see that an important function of business
ethics is that it establishes and maintains a type of ethical relationship
based on private benefit and whose main aim is mutually beneficial
cooperation within the market. Various moral requirements emerge
that are based on ethical principles, such as contractual relationships.
Although this viewpoint affirms the possibility of business ethics, the
moral requirement mentioned here, stemming from Bentham’s utili-
tarianism principle of maximizing happiness, is based on individual
utility. Its main sanctioning force comes from external means such as
legal or economic ones. Therefore, what is emphasized is the use of
legal administration and economic means to form society’s business
ethics.

There are many advocates of this conception of business ethics today,
especially in reference to the current discussion in China on the virtue
of integrity. Many advocates of this view actively support the use of legal
administration to construct reciprocal cooperative relationships within
the marketplace, while at the same time encourage integrity for the sake
of the individual’s long-term interests (i.e., benefits gained through
repeated games). There are also some objections to this idea. The first
objection is that a conception of cthics based on self-interest, or more
exactly, based on long-term self-interest, can only rely upon amoral
sanctions, such as law and economics. If the temptation for profit is
greater than the calculated profit, then how can we guarantee that a
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legal loophole would not be sought? The second objection is that the
acting out of the process of weighing benefits is more of a tactic than a
morality. From the perspective that morality entails self-sacrifice or
some degree of altruism, it is difficult to construct business ethics on the
basis of self-interest. The third objection claims that traditional morality
has no role to play in the construction of business ethics if we just base
it on self-interest. How can we build a modern business ethics if we
depart from the reliable resources of traditional morality?

These objections urge us to consider whether economic motivation
can be entirely tied to individual self-interest. Therefore, a third
possible position should be considered. We should recognize that eco-
nomic motivation cannot be detached from individual self-interest,
and in addition, an ethical relationship built on the basis of reciproc-
ity is a requisite component of business ethics. At the same time,
economic motivation is multifaceted and cannot be simply reduced to
the motivation for self-benefit. Economic life, interconnected with
spiritual and cultural life, is only part of all social life. Agents of eco-
nomic actions are both economic beings and moral beings. As citizens
of a specific nationality, individuals possess an intrinsic relationship
with their nation’s history, language, and culture. Concern for the
welfare of one’s nation and people, and to pursue the appreciation and
recognition of one’s fellow citizens, would provide motives, in addi-
tion to private benefits, for economic activities.

This is an acceptable hypothesis because only with such a hypothe-
sis can business ethics achieve a degree of autonomy within the field of
economics. We may hold that the ethics of market economics stems
from a motivation out of self-interest. However, the research of mar-
ket ethics not only needs to assume that people’s economic motiva-
tion arises out of self-interest, but also needs to consider that people’s
economic activities have additional motives. It is precisely due to the
presence of other motives, which also to a certain degree restrict the
motive for personal gain that self-interest does not necessarily have to
degrade into shameless greed and immorality. It is only with this kind
of assumption that we can find a basis for people to uphold moral
norms within economic activities. Business ethics that are based on
this presupposition can also better receive the support of the resources
of traditional morality. Due to the fact that morality within premod-
ern society was formed under the historical conditions in which self-
interest within economic activities was not recognized, such traditions
can only be carried on given the recognition of the existence of other
motives (Fukuyama 1995; Sen 1987, 1999).
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CHAPTER 5

On the Moral Principles of
Contract Ethics

Huizhu Gao

In China contract ethics has gained paramount importance with the
development of the socialist market economy. Before, in the planned
economy, the enterprises didn’t have to be concerned with contract
ethics because they only had to execute the instructions of the central
government. Contracting policy has now been gradually introduced
and is becoming popular. However, simultaneously, the phenomena
of not honoring one’s promises and of breaking one’s contracts have
spread widely. According to the (incomplete) statistics of the Chinese
Ministry of Industry and Commerce, in 1998 the courts tackled
2,890,000 cases nationwide involving creditors’ rights and repay-
ments of debts, estimated at 51 percent of all cases in China. The
overdue funds between enterprises in China have reached more than
5 percent of the whole trade volume, compared to only 0.25-0.59
percent in fully developed market economies. While domestic enter-
prises have annually drawn 4 billion contracts, the ratio of fulfillment
has been far below the average level in developed countries.
Unsurprisingly, this has aroused substantial concern of high-ranking
officials in China’s provincial and municipal governments. And the
report of the country’s Tenth Five-Year Plan explicitly stated that “we
will make tremendous efforts to tidy up and regulate the market
order, reinforce the market system, consolidate trustworthiness and
establish a system of confidence.”

Since 2002, measures have been taken to penalize those who break
their contracts. Several provincial governments presented “warnings”
to the enterprises that were short of credits. For example, the
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Zhejiang provincial government excluded some enterprises from the
list of “the top cultivated enterprises,” while in Shanghai the licences
of ten corporations were suspended because of cheating activities. In
Qingdao, a director, blacklisted as the leader of a bad enterprise, is
prohibited from taking any business leadership position in the coming
years. In Beijing, a documentation center has been established that
gathers the credibility records of enterprises. On February 7, 2002 the
Price Bureau of the Beijing government exposed cheating activities of
nine commercial enterprises and took due measures to tackle the case
(Xinbua Digest 2002, vol. 3).

People have come to realize that contracts, as an indispensable
component of modern economic activities, constitute, to a certain
degree, the modern market economy. It is generally agreed that
confidence in the effective fulfillment of contracts is key to whether
the market economy runs smoothly. Ethics, with the exception of law,
makes up one of most important means in guaranteeing the effective
fulfillment of contracts. Contract ethics is the moral standards that
both sides should adhere to during the course of signing the contract
and during its execution and afterward as well. Contract ethics, as
adapted to the socialist market economy, adopts trustworthiness as its
core principle and consists of the principles of voluntarily entering
into contracts, fairness and justness, and compensation for damages.

THE PrincipPLE OF VOLUNTARILY ENTERING
INTO CONTRACTS

As pointed out long ago, as early as Roman law, the fundamental
meaning of the contract is its formation through mutual intent. In the
second chapter of his Institutes of Gaius (1988), the Roman legal
scholar Gaius (115-180) states: “A contract could be established either
through material means, oral means, or through mutual intent.”
Elaborating upon the concept of mutual intent, Gaius continues: “We
say that the establishment of a contract’s obligation through the afore-
mentioned forms is based on mutual intent because they do not
require any special form of expression or writing other than that both
parties share the identical agreement.” As evident here, mutual intent
refers to mutual agreement. This notion that mutual intent is the basis
of contracts was also pointed out in the Civil Code of France: “A con-
tract is a kind of expression of mutual intent, in accordance with which
one individual or several individuals owe a certain liability or debt to
one or more individuals.” The Civil Code of Germany (viewed as rep-
resentative of strongly positive law) also clearly accepts mutual intent as
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the fundamental basis of contracts. However, it developed the notion
by dividing it into two parts: the intention of the contract parties and
the expression of this intention. It maintained that intention could
only become fact through its expression by explicit action.

It is precisely because a contract is a type of expression of mutual
intent that the voluntary signing of contracts becomes the fundamen-
tal ethical principle of contract ethics. Contracts are formed only
through the free and mutual agreement of the parties involved and are
not a result of external coercion or the wishes of just one party.
Rather, contracts involve two parties voluntarily and self-consciously
willing to join hands in a shared endeavor. Therefore, contracts estab-
lished through any external pressure or from one party’s coercive
threats or deceit could be totally rescinded. Such actions are not
ethical contract behavior. Likewise, an established contract can also be
cancelled due to lack of mutual intent or other defects such as in the
case where the contract parties fail to be equipped with normal decision-
making faculty (e.g., suffer from psychiatric disorders or under the
legal age). Entering into contract with such parties is considered
unethical contract behavior. Thus, as stipulated in the Contract Law
of the People’s Republic of China (issued March 3, 1999), the signato-
ries of contracts must adhere to the principles of equity, voluntarism,
fairness, and trustworthiness. The law also states: “The contract
parties are equal under the law and neither side has the right to force
its will upon the other side . .. The contract parties in accordance
with the law possess the right to sign contracts on a voluntary basis
without the illegal interference of any other individual or entity.”

THE PrINCIPLE OF FAIRNESS AND JUSTNESS

Under the market economy, contracts are the means for essentially
ensuring fair distribution. Therefore, the principle of fairness and just-
ness, as an essential part of business ethics, naturally also comprises an
important principle of contract ethics. Within contract ethics, the
principle of fairness and justness is expressed in the following ways.

First, involving the justness of contract motives, the motive for
establishing the contract cannot run counter to the principles of social
justness. In establishing a contract, the autonomy of the individuals
and their mutual “intent” must be based on the principles of fairness
and reason. The requirement for fair and just motives for establishing
contracts was created to suppress unlawful contracts. The signing of
contracts through coercive or deceptive means, or by unauthorized
representatives, stems from unjust contract motives.
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The second issue concerns the fairness and justness of the
contract’s contents. This means that the contract’s contents in terms
of its stated business or trade must not break the law, violate “public
order and customs,” or violate society’s welfare. Public order and
social customs refer to positive social order and exceptional social
mores and customs. Society’s welfare refers to different types of social
benefits, including the benefits derived from natural resources and
human resources and benefits associated with economic, political, and
cultural development.

The third issue concerns fairness in the execution of the contract.
This is the guarantee for conducting safe business or trade, and
includes the fairness of the means involved in executing the contract,
honesty of the contract parties in executing the contract, and the prin-
ciple of not withdrawing a promise. Since a promise is a type of pact,
and because the party making the promise willingly enters into
the pact, the other party has the right to expect the fulfillment of the
promise, and the party making the promise should comply with the
pact. On a fundamental level, the existence of contracts is precisely
due to the fact that the contract parties willingly establish the contract
in accordance with their promises. Promises can therefore be consid-
ered the fundamental concept and function of contracts. “The princi-
ple of not withdrawing promises” is also a fundamental principle in
terms of sustaining the fairness and justness of contracts. Of course,
the “promise” that we speak of must be a promise willingly made by a
rational and normal person while not under any form of external coer-
cion. In the process of executing the contract, another expression of
the principle of not withdrawing promises is in terms of the principle
of assuming responsibility for defaulting on a contract. Since this prin-
ciple concerns the “penalty” for the unethical behavior of transgress-
ing the contract’s principles of trustworthiness and fairness and
justness, it holds an important position within contract ethics.

THE PriNcCIPLE OF RESPONSIBILITY
FOR DEFAULTING

Generally speaking, there are two types of defaults: rational and
irrational. Irrational default refers to instances in which the contract
parties break the contract when obligations are to be met due to
objective inabilities (such as uncontrollable or accidental events), eco-
nomic inabilities (such as failure to execute the contract due to poor
business), and unreasonable economic factors (punishment for the
contract parties’ unreasonable economic management). Rational



66 €» HUIZHU GAO

default means that when the obligations are to be met or about to be
met, a contract party, although possessing the ability to fulfill the con-
tract, rationally and deliberately breaks the contract after financial
analysis and evaluation reveal that such an action results in greater
maximization of profits. Rational default includes two types: default
based on opportunism and default based on efficiency. Opportunistic
default refers to instances in which after receiving goods from
the other party (mainly borrowing money), the party fails to execute
the contract and rather uses the capital or materials received from the
other party to pursue other business opportunities. Efficiency default
means that the contract parties choose to break the contract after
carefully calculating that the profits derived from breaking the con-
tract would considerably exceed the anticipated profits gained by the
contract’s fulfillment. It is evident that of these two types of contracts,
rational default clearly involves subjective malice. The rational con-
tract violator not only disregards the other party’s interests and social
welfare, but also intentionally manipulates the law, thereby resulting
in dire social consequences.

In regards to assuming responsibility for defaulting, regardless of
whether the default is rational or irrational, the defaulting party commits
substantial damage to the other party of the contract. Therefore, the
concrete manifestation of the default principle is compensation for dam-
ages incurred. In his book Contract as Promise: A Theory of Contractunl
Obligation (1981), American legal scholar Charles Fried points out:

With any commitment made to you, I should try what I can to fulfill; if
failing, I should present the equivalent amount of compensation . . . in
the case of contract theory, with the expected measurement . . . and the
aggrieved party should receive what he deserves when, otherwise, the
breaking didn’t occur.

Here, Fried points out both the necessity and the “degree” of
compensation.

However, in terms of cthics, there exists indeed a tremendous
difference between rational and irrational default. Thus, scholars of
law and ethics in China, from a standpoint of both civic liability and
public law, assert that rational default should be accompanied by
severe compensation and punishment. The rational defaulting of eco-
nomic contracts, due to their civic and economic features, affects both
the contract parties as well as the entire society. This kind of breech
causes significant damage to both individuals and society. In addition,
due to the damage caused to social interests, law should exact
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punishment. In terms of the form of assuming responsibility, the
defaulter should be responsible for paying a penalty for defaulting,
such as compensating the loss incurred by the other party as a result.
Additional penalties including confiscation of possessions, fines, and so
on should also be exacted by the defaulter. This is in accordance with
moral justness. Assuming responsibility for defaulting will be trivial if
punishment is overlooked at the expense of compensation, especially in
the case when financial gains resulting from defaulting exceed that of
compensation, which then creates a motive for defaulting.

A large number of default cases can be observed in economic activ-
ities in China. This is in part related to neglecting, for a long period of
time, to establish punishment for defaulting. Nowadays, following the
development of China’s socialist market economy, the country faces a
large number of rational defaults. Many kinds of rules have been
revised on defaulting to emphasize greater punishment, as stipulated
in The Regulations on the Buying and Selling of Agricultural By-products
(Article 17):

When failing to fulfill the contract on account of selling goods through
one’s own channels or illegally selling at increased prices, the defaulting
party must pay the aggrieved contract party from 5 percent to 25 per-
cent of the total value of the goods for the unexecuted portion of the
contract as a fine for defaulting and return the amount gained from
increasing the price and all commodities to the aggrieved party; the
excess income earned through selling through one’s own channels shall
be confiscated by the Department of Industry and Commerce
Administration and remitted to China’s central financial administration.

Such a law positively influences and raises the moral standards of the
execution of economic contracts in China. In reality, whether a given
act of defaulting should be punished depends on the degree to which
the defaulter’s motives are malicious and the precise damage caused
by the act of defaulting (including whether compensation was proac-
tively offered). Penalties requiring compensation for rational default is
precisely the means for preserving and maintaining the principles of
trustworthiness, fairness, and justness in contract ethics.
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CHAPTER 6

Fundamental Business Ethics

Issues in Contemporary China

ZLhenping Hu and Kaifeng Huang

MARKETS INVOLVE SPACES OF FREEDOM
AND ETHicAL OBLIGATIONS

Following the rise of business ethics in the West since the 1970s,
during the last few decades in China a greater number of scholars have
focused their attention on business ethics in this country. If the rise of
business ethics in Western countries had been linked to crises in cor-
porate ethics, public trust, and corporate well-being instigated by the
exposure of a series of scandals in the corporate world, the rise in busi-
ness ethics in contemporary China was rooted in the emergence of
critical ethical issues during the transformation of the country’s eco-
nomic system (Lu 1999). Although China’s sociopolitical, economic,
and cultural background is radically different from those of Western
countries, many of the issues regarding business ethics that emerge are
related to the market economy. Therefore, in analyzing the emer-
gence of such issues in contemporary China, it is important to first
understand the relationship between the market and ethics.

The market and market economy are two different concepts. The
market economy is essentially an economic system in which market
mechanisms serve as the fundamental method for allocating resources.
In Capital, Marx pointed out:

We saw . . . that the exchange of commodities implies contradictory and
mutually exclusive conditions. The differentiation of commodities into
commodities and money does not sweep away these inconsistencies, but
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develops a form in which they can exist side by side. This is generally the
way in which real contradictions are reconciled. (Marx 1975, 122)

During the phase of the natural economy in which productive
forces stand at a relatively low level and national output matches
national demand, the market has already reached the stage of accom-
modating surplus agricultural and small handicraft production.
Toward the end of the medieval period in the West, following the
increased scope and efficiency of production, especially in relation to
the appearance of mechanized industry, the level of the socialization
of production rapidly increased. The contradiction of privatization
became more and more pronounced and pointed to a solution based
on the continued development of a market-based economic system.

Due to various kinds of economic motivation and complex social
consequences within the market economy, business ethics involves dif-
ficult problems that should be faced and solved by scholars in the field
of ethics. In the history of business ethics in the West, the relationship
between economics and ethics has been discussed from three different
points of view. First, economics and ethics are understood as closely
related and compatible; thus what fits the market also fits ethics
(natural coincidence). Second, the market is conceived as morally
neutral; thus whatever relates to the market is neither good nor bad
(value neutrality). Third, regulations embody ethical demands of the
market economy; thus ethical behavior in the economy is equivalent
to compliance with the regulations (game theory; cf. Gan 2000,
20-21). These viewpoints indicate some fundamental questions of
economic ethics and point, in particular, to the need of investigating
the origin of ethics and morality in the market economy. The empha-
sis should be placed on the study of the degrees of freedom pertaining
to the conditions and the functioning of the market economy and the
concomitant spaces of freedom of its actors. There is no ethics and
morality without freedom. The need for business ethics and morality
depends on how much freedom exists in relation to different types of
constraints within the economy.

It is well-known that the individual markets and the market economy
as a system are the results of the productive forces of society. As the mar-
ket institutions have grown over time, human beings have developed abil-
ities to overcome natural obstacles, their spaces of freedom have
increased, and economic independence has become the basis of personal
independence. Accordingly, the way of restricting personal action has
greatly changed as well. Under the conditions of the market economy,
personal dependence on people and organizations have been diminished
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or even eliminated. Now market rules can be used to restrict or to enlarge
the degrees of personal freedom. The actors in the market can acquire
more and more opportunities. They can freely enter the market or
withdraw from it and choose their own way to participate in the market.

To act freely presupposes that the actors act in accordance with
their own self-consciously determined will. There is no freedom with-
out self-consciousness and voluntariness. The development of the
market economy plays a critical role in promoting a widespread self-
awareness of freedom. In the latter part of the medieval period, people
were moving to free themselves from the constraints of theology and
feudalistic authoritarianism and calling for freedom. These were at the
time the prerequisite conditions for the development of the market
and market economy.

The enlargement of the spaces of freedom does not necessarily
mean that the freedom of human beings are actually realized.
Freedom not only involves self-consciousness and free will, but also
implies “the principle of self-awareness,” that is the conscientious
recognition and utilization of regular behavioral patterns, including
the relationships between the individual and the group and between
the individual and the society. In this regard, Confucius had
remarked: “I may follow what my heart desires without transgressing
the limits” (Brooks and Brooks 2001, 2: 4). Marxism more thoroughly
treated the issue: “Freedom is the necessary transformation of our
recognition and our world” (Mao Zedong 1999, 198). In order to
realize freedom, one has to have a true recognition of objective regu-
larity and correctly deal with the relationships between the individual
and other people and organizations. This is a matter of morality. Marx
and Engels precisely pointed this out:

Only within the common group can individuals obtain a method for
the complete development of their abilities, and that is to say that free-
dom is only possible within the common group . . . Within the condi-
tions of a true common group, individuals within and through their
unity to the group obtain their individual freedom. (Marx and Engels
1975, 119)

In order to realize individual freedom, it is necessary not only to truly
recognize objective human behavior, but also to correctly deal with
the individual’s relationship to others and society, and this is an
issue of morality. However, because economic interests are strongly
emphasized in the market economy, the ethical issues in dealing with
relationships tend to be neglected. The development of a more perfect
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market economic system is directly connected to the process of
optimizing such recognition and behavioral standards. The rise of the
study of business ethics is directly related to the criticism by academ-
ics and others of the notion of the profiteering business people. If a
public discussion of the issue of corporate ethics creates a crisis in pub-
lic trust for corporations, then the management of corporations will
have little choice but to begin to pay attention to the problems of its
corporate image and business ethics (cf. Feng 1996, Chap. 10).

As the discussion earlier indicates, the development of the market
and market economy greatly increases the scope of freedom, and
while questioning interpersonal relationships, consequently highlights
the problems of business ethics. At the same time, under the market
mechanism, due to the limitations of economic interests necessary
to ensure the normal operation of the market economy, people must
pay greater attention to market regulations and business ethics. Not
only is it critical to improve market laws and regulations, but also to
deepen people’s recognition of social relations and relations to the
environment.

THE ProspecTs FOrR Business ETHics
IN CHINA

Historically, China has pursued a kind of ethical idealism. China’s self-
sufficient economy and patriarchal clan system have led to ignoring
the role of public ethics. Confucianism has played an important role in
ethical life while pure religious ideals have been far less influential than
in other countries. After the proclamation of the People’s Republic of
China in 1949, the communist ideal and belief became the spiritual
pillar of the nation. However, with the transformation from the
planned economy to the market economy, the conflict between ethi-
cal idealism and the present economic system has become consider-
ably aggravated. Due to the acceleration of economic change, people
have been painfully realizing the loss of their ethical ideals, and as
the spaces of freedom and monetary benefits have increased, some
people have even been advocating moral nihilism.

China is currently implementing reform of its economic system. It
will take a long time to improve the market laws and regulations and
make them reasonably perfect. Although people are receiving many
types of ethical education, the educational impact is quite limited
compared to that of the past. Moreover, due to a very different moral
environment, the divide between moral education and the experiences
of reality has become more aggravated.
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All this exacerbates the urgent problem of business ethics in China.
Thus, there are objective reasons for China’s ethical problems, namely
as related to the transformation of the country’s economic system and
the long process required for the market mechanism to reach a rela-
tively mature stage. Internal reasons, such as the instability of the
value system and vacillation and loss of ideals, have led to a frailty of
morality and even moral nihilism. In addition, the large divide
between moral education and reality indicates the difficulties and fail-
ure of moral education. These conditions have created a sharp contra-
diction between the moral goals of socialism and society’s real moral
condition, attracting attention to these ethical problems for ethicists
and different segments of society.

China is currently facing a serious situation with regard to eco-
nomic ethics. This is not just apparent in the relatively widespread
proliferation of different types of deceptive behavior and scams, draw-
ing attention to the problem of integrity with a great drop in credibil-
ity throughout society. In addition, due to the corruption of legal and
administrative institutions, these problems cannot achieve prompt and
thorough exposure and commensurate restrictions and punishment.
Therefore, various strange phenomena have become prevalent and
normalized, such as handing out presents to the extent that bribery is
commonplace, the use of power by cadres within the government and
state-owned corporations to seek personal gain even involving openly
soliciting bribes. Within this type of immoral atmosphere, public pres-
sure faces great difficulty in increasing the exposure and rectifying
these problems.

However, it should also be noted that the ethical problems of
China’s market economy are closely related to the fact that in the
Party’s conscious effort to follow a path of reform and implement the
transition from a planned economy to a socialist market economy
system, the market system has not yet reached a mature stage and laws
and regulations are far from being infallibly enforced. These have
been exacerbated by the instability and vacillations in ideology and
values. These problems can be resolved as the system matures, laws
become better established, and moral beliefs are reformulated.

In the last few years, the construction of China’s market economic
system, legal system, and legal enforcement has certainly made strides
forward. China’s 15-year plan clearly points out the importance of
building a socialist country that is ruled by law. This indicates the
correct direction for China’s market economy and development of
society in general. China’s government and Communist Party were
aware of the difficulty involved with the transition of the country’s
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economic system, and therefore China’s entry into the World Trade
Organization (WTO) has breaking through various obstacles
associated with the nation’s traditional system, standardized the mar-
ket economic system, and enhanced external pressure upon it. This
illustrates China’s resolute determination to establish a standard mod-
ern market economic system.

The Chinese Communist Party has always focused on morality, and
with China’s reforms, the Party is still very concerned with issues of
spiritual morality. In the past 20 years, in terms of ideological theory,
we have seen the formation of Marxist thought in contemporary
China, such as Deng Xiaoping’s Theory. This banner has been raised
to unite Party ideology and encourage the establishment of the ideals
and belief system for socialism with Chinese characteristics. In terms
of morality, after endorsing the policy of “governing the country
through law,” the Party promoted its link to “governing the country
through morality,” adopting a series of concrete measures such as the
“Outline of Implementing the Construction of Citizen Morality.”
The persistent implementation of these legal regulations and moral
education efforts will result in helping to resolve China’s problems
with business ethics through the formation of a more mature market
economic system and value system.

In addition, there exists an intrinsic relationship between economic
development and business ethics because problems of business ethics
are always related to insufficient economic development and insuffi-
cient satisfaction of the desires stimulated by the market economy.
More than two thousand years ago in China, the philosopher Guanzi
stated: “With the granaries full, there can be propriety. With sufficient
clothing and food, there can be honor.” China’s Communist Party
was aware of such an idea, as Deng Xiaoping emphasized that “princi-
ples are strengthened through development,” and Jiang Zemin had
emphasized that the problems emerging with reform can only be
resolved through the deepening of the reform effort to encourage
continued economic development. In the last 20 years, the world has
recognized China’s rapid economic growth and many agree that such
a trend will continue. When economic development moves to a new
phase and scientific technology, especially development of the
Internet industry, provides strong support to enforce legal contracts,
many types of problems that have emerged within business ethics will
gradually be solved.

It is critical to point out that business ethics is an issue for all people
within China and solutions to such problems must rely upon all people.
The socialist market economic system is developing the independence
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of individual citizens and has forged a systematic foundation for the
protection of legal self-interest. An important problem for business
ethics is to adopt various means to confront the infringement of the
benefits of others or the public benefit. In order to effectively halt this
infringement, it is important for every individual to objectively under-
stand and self-consciously preserve his or her own personal interests
and related public interests, thereby creating public pressure to mon-
itor their interests. This is precisely a problem for democracy. This is
the only way a relatively fair and just legal system can be formed and
implemented. This is the only way the widespread abuse of freedom
can be checked. Throughout China’s history, the lengthy period of
feudal authoritarianism has led to the weak sense of autonomy for its
people, and a certain psychology of obedient dependence still main-
tains a strong hold. This type of psychology is an obstacle to the devel-
opment of China’s social market economic system and the
establishment of healthy principles of business ethics. In general, the
establishment of China’s socialist system, especially the socialist market
system, is beneficial for reforming this psychological weakness of the
Chinese people, overcoming the flaws of the planned economy’s limi-
tations, to providing a concrete systematic plan for developing healthy
individuals. Although this requires time and great effort, dedication
will ensure that China rapidly gets out of its current predicament.

ReBuiLpiNnG THE COMMUNIST
ParTY OF CHINA

The transformation of the economic system is an important decision
based on historical experiences and lessons learned by the Chinese
Communist Party. The problems that exist in the field of economic
ethics are intimately related to the Communist Party. First, the leaders
of all ranks in the Party, holding different types of authority and
control over resources, not only form the backbone of economic
development, but are also the main targets of corruption within the
market system. Second, the Party’s objective will have a large impact
on the formation of the market system considering its position of
authority and self-conscious transformation of the system.

The Communist Party, without a doubt, has selected the path of
economic reform for the prosperity of the country. This is reflected in
Jiang Zemin’s written statement: “The Party has no other special
interests other than the interests of the broad masses” (Jiang 2001).
However, at present, in the course of economic transformation, some
Party cadres utilize their power for their own interests. This is the
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main reason for the considerable lack of social decency, the growth of
Party corruption, and for the urgent problems in the field of business
ethics. If these corrupt practices become so pervasive as to affect the
Party in power and generate vested interests, the nature of the social-
ist market economy will totally change. Therefore, if the urgent
problems of economic ethics cannot be addressed and solved, a well-
functioning socialist market economy cannot be built either. On the
one hand, the Communist Party of China must use its authority to
carry forward modern market economic development; on the other
hand, it should overcome and prevent the misuse of its power and
authority, especially as such abuse corrodes the market mechanism. In
order to establish a fair and just economic environment, one has to
overcome the problem of “rent seeking” and corruption that exists in
the Party by cutting oft the influence of money on public authorities.
The formation of a positive environment for business ethics first
requires a standard of morality within the Party. Rebuilding the Party
in power becomes an increasingly important task. In order to be a
healthy and dynamic organization, the Party should implement Jiang
Zemin’s “Three Representations”—represent the advanced produc-
tive forces, China’s advanced culture, and the basic interests of the
people. While maintaining the Party’s leadership, democratic
processes within the Party must be developed to promote democratic
structure for all people in China. Lenin has pointed this out: “If
victorious socialism does not fully implement democracy, then the
victory achieved cannot be sustained and will even lead to the extinction
of the nation” (Lenin 1975, 168).

In a nutshell, to develop good and reasonable business ethics, the
leadership at all ranks should set positive examples for the common
people, while everybody has to shoulder his or her own responsibility.
Such individual and concerted efforts will create a more ethical
environment.
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CHAPTER 7

Business Ethics in China:

A Systemic Perspective

Jane Collier

InTrRODUCTION: TEXT AND CONTEXT

In The Blackwell Encyclopedic Dictionary of Business Ethics we read
that “business ethics is the study of business action—individual or
corporate—with special attention to its moral adequacy” (Werhane
and Freeman 1997, 51). In that same publication we read that “busi-
ness ethics in China rest upon a . . . heritage that emphasises personal
virtue and . . . right ordering of personal relationships in social organ-
ization” (ibid., 72). In their focus on persons and organizations as
units of analysis, these approaches regard the context of business activ-
ity as “given.” For instance, market universalism, methodological
individualism, and the primacy of technology are simply taken for
granted. A further set of presuppositions relate to the wider institu-
tional context of business defined by such attributes as private
property and ownership rights, open and competitive market struc-
tures and stability of contractual arrangements, as well as supportive
regulatory and financial frameworks.

This acontextual approach, which treats the organization as atom-
istic, is arguably not always appropriate even in American or European
contexts where organizations are increasingly subject to transforma-
tive shifts due to mergers and acquisitions, global market forces, and
technological upheavals. In the case of China, however, a country that
has undergone and is undergoing profound institutional, social, and
cultural change, neglecting the context of business activity and
focusing on organizations as discrete entities yields neither sufficient
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information nor adequate understanding of the normative issues
specific to the Chinese business situation, nor does it provide any
guidance as to how one might approach the task of “developing
business ethics” in the Chinese context. This paper begins from the
premise that the task of theorizing business ethics in China must start
with a focus on context.

CONTEXT AS SYSTEMIC

There are two ways that this can be done. One is to regard social,
cultural, political, and institutional contexts as analytically separable
from, but “impacting” on organizations. The other is to opt for a sys-
temic perspective that will create understandings of the social world
by using the analogy of systems in the natural world seen as webs of
interconnected elements (Simon 1996). A systemic perspective
regards organizations not as separate entities, but as “nested” within
the context in which they exist (Scott 1998), open to and responsive
to that context (Collier and Esteban 1999). Taking the analogy
further, we note that whereas subsystems in the natural world survive
by exchanging energy with their systemic environment, in the social
world organizational subsystems survive by the exchange of informa-
tion between agents at every level. Information provides feedback
from the environment and helps agents to adapt to fast-changing
external demands and to change behavior in appropriate ways.
Feedback can be negative or regulatory, reinforcing the stability of the
system, but it can also be positive, thus generating fluctuations that
render systemic processes nonlinear and hence unpredictable (Cilliers
2000). Small changes in initial conditions can produce great eftects:
the production of hurricanes in the South China Sea by the beating of
butterfly wings in the Amazonian basin is frequently cited as an exam-
ple of how systemic processes work in this manner.

MARKET SOCIALISM AS SYSTEMIC
COMPLEXITY

The emergence of market socialism in China is understandable only in
systemic terms. Webs of multiple and interconnecting systemic
relationships provide the variety and differentiation required for
successful adaptivity to a fast-changing global economic situation.
But adaptivity can only happen at the price of increasing complexity.
We can distinguish two aspects of complexity. The first of these has to
do with the nature, scope, and variety of the information flowing
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through the system: we might term this “cognitive complexity.” The
second has to do with the structure and density of the relational webs
within the system along which the information flows: we might term
this “relational complexity” (Boisot and Child 1999, 241).

Social systems handle complexity in different ways. They can aim to
reduce complexity by getting to understand the information and/or
controlling its flow, or they can try to absorb it by aiming to keep
options open, to hold multiple representations of the systemic envi-
ronment, thereby creating a range of responses, including collabora-
tive relationships with other subsystems so that risk can be shared.
Cognitive complexity can be reduced by codifying and abstracting
information so it becomes manageable, relational complexity can be
decreased by reducing the number of agents (bureaucracies) or sim-
plifying and ordering the nature of their relationships (markets).
Complexity absorption, on the other hand, needs trust and shared val-
ues in collaborative relationships where the risks associated with
uncertainty and ambiguity can be pooled (Boisot and Child 1999,
244). Complexity reduction is the usual Western response, but com-
plexity absorption is more consistent with Chinese culture and the
realities of the Chinese situation (ibid., 237, 238). China as a socioe-
conomic system is immensely differentiated and “cellular,” with high
levels of cognitive complexity and ambiguities of governance, power
and responsibility at the institutional level, and complexity absorption
does not handle these. However, the additional tensions introduced
by the wide range of unethical behavior leads to an increasing empha-
sis on relational networks as a risk management strategy, and it is here
that complexity absorption manifests itself.

THE SIGNIFICANCE OF INSTITUTIONS

A systemic approach allows us to picture the context of business in
China, and thus the locus of the business ethics discourse, as dynamic
flows of interactions and information within or between organiza-
tions, moving along networks that are stronger or weaker depending
on the intensity of the relationships, which generate those interac-
tions. These interactions are framed by their context: they are
governed and shaped by the structures of organizational, systemic,
and institutional arrangements and procedures within which they are
embedded (Emanuel 2000). Sometimes “institutional structures” are
explicit—formally or informally constituted bodies that articulate and
maintain widely observed norms and rules (Child and Tse 2001, 6).
Sometimes they are tacit—culturally embedded “ways of doing
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things.” Institutions constitute the social framework in three different
ways. They have a cognitive function in the sense that they provide
shared meanings, ways of thinking, and repositories of learning and
experience. They are regulative in that they embody implicit or
explicit rules for the governance of procedures, practices, and behav-
ior, both collective and individual. They are normative in the sense
that they introduce prescriptive, evaluative, and obligatory dimen-
sions into social life (Scott 2000). Institutions are also the repositories
of the values and norms that underpin social stability.

A systemic approach allows us to realize that any discussion of
business ethics in China or elsewhere needs to take into account the
enabling and constraining effects of institutional, social, and organiza-
tional structures on decision taking. The ethical consequences of these
effects are rooted in, and can be traced back to, the normative nature
of these structures. We know from practical experience that structures
can promote or block “good” or “right” decisions and outcomes.
Structures can be inherently ethical or unethical, so that the notion of
“structural ethics” relates to the attributes of structures that deter-
mine, influence, or pertain to ethical or unethical performance of indi-
viduals, organizations, or institutions (Emanuel 2000, 152). The idea
of structural ethics may be novel in the business ethics literature, but
it is implicitly and explicitly dealt with in the literature on institutions
(Scott 2000).

We can distinguish the pathways through which these attributes are
realized in their effects on outcomes.

1. Structures govern and shape relationships, and once structures
become implemented they become “animated” by the interactions of
people who carry out their functions and purposes. The structures
that underpin systemic organizational interactions can be said to be
causally implicated in outcomes of those processes that have adverse
normative consequences.

2. Structures embody values and norms, and these in turn
empower and enable actions and interactions, conferring rights as well
as responsibilities, privileges as well as duties, licenses as well as man-
dates (Scott 2000, 55).

3. Relationships within and between organizations are guided by
purpose and intent. Purpose and intent imply a capacity for moral
responsibility not merely at the level of the individual or indeed the
organization, but at the structural institutional level that governs their
systemic interactions. Structures are ethical in the measure that they are
designed to be consistent with, and to facilitate good purpose and intent.



82 4 JANE COLLIER

Western business ethics regards the organization as a moral agent,
with collective moral responsibility for its decisions and actions
(Werhane 1985). The attribution of responsibility always carries with
it the requirement of accountability, whether at the structural, the
organizational, or the individual level. But who is to be accountable,
to whom and for what? Individual accountability is an easy idea to
understand; most of us know for what and to whom we are account-
able. But in Western economies there is now a sustained effort to
establish accountability at the corporate level by identifying corporate
responsibilities to stakeholders and measuring the extent to which
they are fulfilled (Jones et al. 2002). In these economies it is also real-
ized that accountability at the institutional level is essential if corpo-
rate responsibility is to work. Institutions—economic, legal, political,
and social—are accountable to the wider public for the normative
consequences of their functioning. This accountability is at the core of
democratic governance.

CHINA AND INSTITUTIONS

The significance of institutions is particularly relevant in the Chinese
context. Not only is China undergoing the swift and wide-ranging
institutional changes common to other transition economics, such as
marketization and privatization, but it has a tradition of strong insti-
tutional influence, with government at every level playing a major part
in economic and social affairs. Furthermore, changes in the ownership
and structure of firms and industries, together with the growth of
business support systems, are fostering the emergence of a complex,
multifaceted Chinese business system. As China embraces market
socialism, her institutional structures will need to adapt to support
efficient market functioning.

The institutional context of Chinese business is likely to be pro-
foundly affected by the opening up of Chinese markets to the wider sys-
temic context of global capitalism. The primary structural feature of the
global business revolution is that business organizations are no longer
“stand-alone” entities, but are linked together in an integrative web of
systemic transactions driven by the conscious coordination and plan-
ning activities of the core “system integrator” companies who in their
drive to control costs establish long-term “partner” relationships not
only with suppliers upstream, but also with distribution, servicing, and
logistics companies downstream (Nolan 2001a, 39). This process has a
“cascade” effect throughout the system. Core businesses put intense
pressure on first-tier suppliers to meet their global needs: these in turn
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put pressure on second-tier suppliers, and so on all the way down the
value chain. Resource allocation, location, and product development
are driven by this process. Chinese businesses are likely to be sucked
into this allocative system as their firms and industries are identified as
low-cost/high-value providers of supplies for global companies. The
primary role of Chinese firms is likely to become that of outsourced
suppliers to the world’s leading systems integrators (Nolan 2001Db).

China must now face the reality of systemic integration within a
global capitalism that increasingly demands transparency, accountabil-
ity, and stakeholder satisfaction. The country has a strong tradition of
moral thinking based on an ancient and rich culture. In order for
China to realize the transition to market socialism and global capitalism
she must not only build on this tradition, but she must aspire to the
achievement of excellence in all three pillars—of personal integrity,
corporate responsibility, and institutional structures that are both eth-
ical and effective. China has opted for market socialism, and notions
of “market” carry with them institutionally supported ways of behav-
ing as well as ways of avoiding the worst adverse social consequences
of market functioning. Good training practices make the newly unem-
ployed more employable, quality control maintains product standards,
environmental protection helps future generations, and so on. China
has different aspirations, different expectations, different values, and
different ways of living out these values in a market context. But if
China is to realize her potential as a great global economic power she
must develop the institutions to support free and fair markets as well
as create the business practices that enable business to satisfy human
needs, and the personal commitment, which rejects the temptations of
greed and corruption.

InsTiTUuTIONAL REFORM

It is at the level of institutions that the task of creating the context
where ethical business can flourish must start. The most basic of all
reforms relates to the allocation of resources. The transition from a
situation where resources are allocated by administrative “fiat” to a
situation where resources are allocated by market forces has not yet
been achieved (Wu 2000), and vet it is fundamental to the creation of
a market economy.

The first and most significant need is for a bureaucratic reform
that will enshrine the principles of transparency and open and consistent
dealings. The political system must serve the good purposes of market
socialism (Maosen 2000). Chinese conceptions of state and society,
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interpersonal relations (guanxi), together with a strong bureaucratic
control of economic activities, encourage an allocation of resources
based on privilege and familiarity rather than on viability and produc-
tivity (Dahlman and Aubert 2001). The present system breeds a cor-
ruption that is corrosive and enormously damaging to the building of
competitive market functioning because it increases costs (Norton
2001). Bribery increases the costs of contracts; control of financial
resources through state banks leads to corrupt and inefficient allocation
of loans; payment for the right to set up a new company or a joint ven-
ture weakens the competitive potential of these businesses. Systemic
change is the only way in which China will beat the problem of corrup-
tion and thus enhance productivity, efficiency, and innovation.

Associated with this is the need to strengthen the legal basis of
business. The new global context of business means that China’s eco-
nomic objectives can be achieved only in the context of a transparent
legal framework operated evenhandedly. The legal system in China is
complex, but the several key legal pillars required to operate a market
economy are lacking. Clear property and ownership rights and well-
defined rules governing ownership of state enterprises are essential for
efficient restructuring, not least because there is a close link between
property rights, incentives, and efficiency (Cauley and Cornes 1999).
So also is the establishment of effective corporate governance in the
private sector (Coudert 2002). The regulatory environment is deficient:
two examples here are the regulations of financial institutions and the
establishment of intellectual property rights. Collaboration with other
countries, together with proper enforcement measures, are essential
prerequisites for progress in this regard.

A third need is for measures that will strengthen internal competi-
tion in order to allow the market to achieve allocative efficiency.
China’s progress in the global free trade economy will be hampered if
internal and interprovincial barriers to trade prevent the achievement
of economies of scale and if monopoly power is not checked. The
establishment of free and fair trade must be supported by measures to
deal with safety standards and environmental regulation, with the
development of efficient tax levying and collection mechanisms, and
with improvements in government collection and dissemination of
economic statistical and other imformation.

The fourth need, that is, a climate of free and fair trade is particu-
larly important if small and medium-sized enterprises, the most
promising type of corporate vehicle for growth and for the introduc-
tion of new technologies, are to flourish. SMEs provide the setting for
entrepreneurial creativity and ingenuity, they can react swiftly and
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responsibly to new market opportunities, and because they tend to be
labor-intensive they can provide much-needed employment, particu-
larly within the service sector. But the establishment of a strong SME
sector requires, as a first step, a favorable and proactive policy stance
and a clarifying of the law on private property. There is plenty to learn
from ways in which other countries have tackled this particular aspect
of economic change (Dahlman and Aubert 2001), yet each economy
must find its own way of realizing the potential contribution of
entrepreneurship.

A fifth arena of needed institutional change relates to the freeing up
of the labor market. The problem of creating greater labor market
flexibility without destabilizing migration requires a stepwise adjust-
ment process that will have elements of retraining, of labor-using
development policies such as the provision of infrastructure, urban
construction and development of service sectors, and of the strength-
ening of social safety nets. The transition to a fully funded social wel-
fare system will combine the protection given to workers in the
previous system with a level of incentives for the unemployed, which
will encourage retraining and hence greater flexibility.

Yet another structural adjustment relates to the financial sector. An
emerging economy will move from a bank-dominated financial system
to one that provides specialized financial intermediation, equity financ-
ing, and secondary paper asset markets. China needs a larger and more
efficient financial sector, and the role of the government in the financial
sector will need to be rethought (Baldinger 2000). Hitherto the gov-
ernment has acted as provider of finance as well as facilitator and guar-
antor of loans, using the banking system to support ailing SOEs and to
pursue special policies without clear accountability mechanisms. The
government now needs to act as architect of China’s developing finan-
cial sector by establishing the regulatory and supervisory frameworks
necessary to generate a wider and deeper provision of financial services.

SociaL ETHics

The argument of this paper has been that institutional reform is the
central plank in the development of “good” business in China—good
in the sense of achieving the good purposes of allowing China to
become a significant actor on the global economic stage. This is not
to say that corporate social responsibility and personal ethical behav-
iour are not important. But without institutional reform at every level
China will neither achieve market socialism nor become part of global
capitalism because market failure becomes likely, perhaps even
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inevitable. Here we are talking both of market failure in the structural
sense and of endemic factors, which bring about the same effect.
Structural market failure has to do with manipulation of market
processes either by monopolization, for example, of natural resources
or by government interference in market functioning. Endemic mar-
ket failure comes about because of uncertainties and externalities that
impact on market processes—unpredictability and volatility in finan-
cial markets such as we witnessed in the East Asian financial crisis,
information asymmetries, moral hazard of investors, or the costs of
alignment to technological change. Market failure is to a large extent
(although not entirely) rooted in the failure of institutional “net-
works.” However, institutional and market efficiency are not the only
requirements for market socialism to succeed. The moral dimension
in society shapes the working of market capitalism and generates the
commitment of institutions and individuals to improving its function-
ing (Dunning 2001, 34). If personal morality falters and social
responsibility fails, market socialism will founder.

Throughout history successful economies have had a strong moral
ethic, and China is surely one of the societies with the most articulated
moral perspective (Dragga 1999, Koehn 1999, 2001). China has an
ancient and respected moral tradition that is role-centerd and duty-
based. That tradition demands unconditional loyalty to superiors, and
first to the state or ruler. But China is in transition, and loyalty to
superiors can weaken when expediency demands that personal need or
greed should come first, when consumerism or hedonism seems more
attractive, or when it is clear that state or ruler has not the interests of
the people at heart. In addition, if business is politicized and respon-
sibility is collective it is hard to introduce notions of individual moral
autonomy. The future of China’s economic prosperity hinges on the
development of a coherent corpus of values and norms of behaviour
that can support the efficient functioning of markets, and this in turn
requires the development of new kinds of moral perception on the
part of economic agents (Sherwin 2001).

Global capitalism is characterised by three dominant features. It is
driven by knowledge and intellectual capital, shaped by alliance-driven
global networks, and perceived as the shrinking of “world” to a global
village (Dunning 2001). The virtuous qualities that therefore need to
be nurtured, at a personal and at a social level, if socially responsible
and sustainable global capitalism is to be achieved are as follows:

e Creativity—imagination, initiative, entrepreneurship, a willing-
ness to learn, self-discipline, self-confidence, and self-respect.
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Creativity realizes the potential of the person, increases intellec-
tual capital, and leads to the embodiment of new knowledge.

e Cooperation—trust, forbearance, reciprocity, adaptability, a will-
ingness to listen, an appreciation of the common good, and a
respect for the opinions and viewpoints of others. Cooperation
builds relationships, increases social capital, and the alignment of
different approaches to the common purpose.

o Compassion—a sense of fairness and justice, an awareness of the
needs of others, an acceptance of difference, and a profound
respect for the “otherness” of the other. Compassion opens eyes
and ears to the needs of others, develops critical faculties and the
need to question the status quo, generates commitment to work
for social justice not simply for those who are close, but for
everyone.

We can see that different varieties of capitalism possess these virtues in
different measure. U.S. capitalism, for example, is strong on creativity
but not on compassion. European capitalism manifests cooperation
and compassion; Asian capitalism is strong on cooperation but not on
creativity; and Chinese capitalism has much to teach us about the
virtue of cooperation, but is weak on compassion and on creativity.
What have creativity, cooperation, and compassion got in com-
mon? Each of these virtues is founded on a conception of the intrinsic
worth and dignity of the human person. The “modern” way of saying
this is that these virtues embody a conception of human rights.
Following Chen (2000), I see human rights not as a Western idea, but
as an idea, which as concept and discourse, is a phenomenon of
modernity, reinvented in the twentieth century from its roots in
Christian thought and its rediscovery in the intellectual and political
revolutions of the seventeenth and eighteenth century. In the Chinese
tradition there are elements that support a conception of human
rights, just as there are elements that are inconsistent with that think-
ing. The Confucian principle of benevolence, the affirmation of moral
autonomy and capacity for growth and perfection, and the duty of
care for others all affirm the worth and dignity of the human person.
Confucianism also supports specific rights, such as the right to educa-
tion and the rights of the less fortunate. It would appear that China is
similar to the West in that it is now rediscovering the basis of human
rights in its own cultural tradition, and is thus on the way to making
the same kind of qualitative transition into modernity and ethical
maturity. Chen points out that Mou Zhongsan, the greatest
Confucian philosopher of the twentieth century, believed that notions
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of human rights, democracy, and the rule of law are essential if
Confucian values are to be fully realized and a “new mode of outward
kingliness” is to be attained by the Chinese people (Chen 2000).
China’s moral tradition is strong and profound. All that is necessary is
that China rehabilitate the virtues and insights of the Confucian tradi-
tion so that she may be able to achieve the institutional reforms, the
democratization, and the protection of human rights on which she
can found the success of market socialism and her full participation in
the benefits of global capitalism.
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