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Measures to Establish Ethical Management
in Korean Corporations

— Based on Case Studies

Since the financial crisis in 1997, there has been increasing pressure to
implement ethical management in Korean companies. International
organizations including the WTO, OECD and the World Bank have tried to
promote multi—lateral negotiations, known as the Corruption Round, with
the aim of preventing corruption such as bribery in international trade.
Non—governmental organizations such as the Transparency International
have actively advocated anti—corruption movements and stronger
compliance to ethical standards. Domestically, the pressure from the

government and citizen’ s group is increasing as well.

These environmental changes have become risk factors for companies
to introduce the code of ethics and to implement ethical management and
thus the phrase, “ Business ethics is a new form of competitiveness in

21% century” has become common.

The Federation of Korean Industries carried out a survey of the
nation's top 500 corporations on ‘The Status of Ethical Management
and Problems’ in June 2005. The results showed that 88 percent of
the 164 companies which responded continuously educate their

employees on this issue. However only 62% stated that they had

1



adopted a code of conduct and only 31% had established an organization
dedicated to ethical management. The results show that a systematic

mechanism is still lacking for the establishment of ethical management.

This thesis aims to evaluate the levels of ethical management practice
within domestic corporations which have implemented ethical
management through conducting surveys and to present measures or
programs for the establishment of ethical management in Korean
companies based on benchmarking of other well—known companies. This
thesis ultimately aims to suggest or provide some guideline for
organizations which plan to implement or are promoting ethical

management.

The results of the survey show that granting incentives or giving out
punishments depending on the results of ethical management are
insufficient in those companies which practice ethical management. As
evident through case studies of POSCO and GE, the establishment of a
practical system is essential for the successful implementation and

promotion of an effective ethical management.

This thesis presents the need for the CEQO’ s strong will and
leadership, maintenance of an ethical management system and the
enhancement of the expertise of the staff involved. Moreover the thesis
presents the need for the government to create a social atmosphere

through providing legal and systematic support.
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The research faced many difficulties including unwillingness on the
part of companies to disclose information on the status of ethical
management situation. I hope that other in—depth studies will follow in
the near future in order to derive a more realistic and an effective

measure for the establishment of ethical management.
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