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Corporate Governance, Sustainability and Ethics

FUJITA Takashi’

Abstract

On August 19, 2019, the U.S. Business Roundtable announced a new principle of a corporate
governance, that the purpose of a corporation should benefit all its stakeholders and not just its
shareholders. This announcement means the managers are expected to take sustainable and ethical
responsibility for their activities, especially for goals as reflected in the programs of ESG/SDGs.

However, the concepts of sustainability and social ethics are so vague and hard to properly defined
that they are difficult to be applied to a corporate governance.

This paper considers the ethical properties of two methods for a corporate governance. The 1* one
can be called as “outside method”, which tries simply to enforce compliance pertaining to nomination of
outsider-directors, and the 2" one called as “insider method”, which relies mainly on discussions among
the internal managers who know well the actual daily business of the corporation. This paper argues that
the insider method could offer an immune system to detect bacteria and viruses from outside, inclusive
of any moral hazard by the top management.

Chapter 1 reviews how the ethics of Protestantism established the American Capitalism and how
the system has been deformed to become the Neo-liberal Economy.

Chapter 2 defines the business ethics based on religious/moral principles and searches for any
relationship to today’s business scandals.

Chapter 3 applies the above results to the Japanese history of commercial ethics moral since the
Edo period.

Chapter 4 summarizes the findings.
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