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Abstract
Business ethics have become an important topic globally for both policy-makers
and businesses. This paper first discusses the conceptual framework for busi-
ness ethics followed by ethical management (EM) and corporate social respon-
sibility (CSR) as well as relevant theories. Within this conceptual framework,
Korea is used as a country context as to the development of EM and CSR. An
important example of an ethical scandal is the major steel manufacturer,
POSCO as it was held up as an exemplar and role model of ethical manage-
ment. However, in 2015, it faced allegations that the engineering and construc-
tion overseas unit chief of its Vietnamese subsidiary created a slush fund by
overstating payments to Vietnamese contractors. This conceptual paper dis-
cusses the factors that created this situation referring to the theory of connec-
tion. It locates the case in the EM and CSR literature and analyses what went
wrong and what the parent company could have done to prevent this from
happening.
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Introduction

With rapid expansion of global business, more nations and firms with different cultural
and historical experiences are undertaking business transactions, with an increase in
misunderstandings as to what are considered to be ‘proper’ business practices (Park
et al. 2005; Ahmed et al. 2003, p. 89). National and international business transactions
depend upon common perceptions of what is perceived as ‘acceptable’ behaviour
(Ahmed et al. 2003, 89). In the case of Korea, with its rapid industrialization post-
1960s, this created a high probability for misunderstandings based on different expec-
tations between nations interacting in the global economy.

Business ethics can be defined as an individual’s or an organization’s morals,
principles, and values (Ferrell et al. 2015) and can be seen as a particular sub-set of
ethical management (EM), defined as a managerial function to regulate the conduct or
behaviour of employees from top to bottom through written or unwritten codes that
executives should implement when engaging in business activities (National
Agricultural Cooperative Federation 2014). Such codes have become more important
for many governments and businesses globally (Shin et al. 2015; Albrecht et al. 2010).
The public nowadays is more concerned about ethical decision-making by individuals,
groups, managers, and leaders within organizations. Yet, despite legislation around the
world, e.g., the USA, Canada, and the EU, scandals still occur (McGregor 2017;
Matthews and Gaudel 2015; Shen 2017). For example, the Enron case had major
negative impacts because the company had stated that it had a highly moral and ethical
culture but did not behave ethically (Ferrell et al. 2015).

Ferrell et al. (2015) point out that we live in a complex environment of ethical
decision-making within organizations thereby making it difficult for individuals or
groups to know whether their decision is the ‘right’ one. Decision-making for leaders
(Trauffer et al. 2010; Vroom and Yetton 1973) is not a linear process but one in which
both intra-personal and inter-personal aspects are part of the process and in which
cognitive and social processes are inter-related in regulating the choices an individual
makes. Furthermore, Albrecht et al. (2010) argue that cultural rationalizations affect the
likelihood of fraud in cultures throughout the world. One can see this influence in the
ethical decision-making process of individuals and is the case in parts of Asia such as
Japan with some of its greatest names, including Olympus and more recently Toshiba,
Nissan, Subaru, Toray, Misubushi, Kobe Steel Takata, etc. and in Korea with POSCO.
However, some argue that many of the scandals within Korean society are not viewed
as unethical but rather as smart financial movements (Ryu et al. 2015). Yet, a recent
article (Ahn and Park 2016) studied how a company can achieve long-term survival
and determined that it is not only economic performance but also social performance
where CSR practices facilitate long-term survival. CSR actions have a positive influ-
ence on forming social capital with the primary stakeholders and secure legitimacy with
the secondary stakeholders.

Korean companies have increasingly faced social and government pressure to
develop and monitor their EM. Historically, due to Korea’s rapid economic growth
post-1960s, corporations had a negative image (Kim 2015a, b, c; Lee 2002). From a
cultural perspective, traditional values are predominant. Without changing attitudes
toward business ethics and the concept of a fair profit whereby money is earned in an
ethical manner, Korea went through this rapid economic growth, and even though
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business leaders understood the need for EM, they did not put it into practice (Kim
et al. 2015). Then, when circumstances did not allow the concept of fair profit to
develop, Korea went through the International Monetary Fund (IMF) crisis in 1997.
Thereafter, Korean society had a more negative view of businesses, such as poor
management and corruption, partly because the middle class collapsed, creating a
widening wealth gap. Today, EM in Korea is mostly influenced by corporate gover-
nance. This reveals that even though the chaebols—the large diversified conglomerates
managed by the owner and family—only hold a small number of shares, they have a
significant amount of influence on the entire organization because of cross-
shareholdings. When the ownership of a Korean firm was broken down into different
groups of shareholders (institutional, managerial, and foreign ownership), the results
indicate a significant positive relationship between corporate social responsibility
(CSR) ratings and ownership by institutions and investors, although shareholding by
top managers is negatively associated with the firm’s CSR rating (Oh et al. 2011).

Research into corruption, including bribery, embezzlement, kickbacks, and fraud, in
the global construction industry found that to reduce the risk of corruption in developed
and developing countries, companies can benefit from improved accountability, a focus
on ethics and cultural issues, and reduced corruption (Sohali and Cavilli 2008). These
initiatives can help construction projects be more sustainable and improve their con-
struction practice in international projects. Research on corruption in the Korean
construction sector argues that due to company size and huge capital outlay, corruption
is far more profitable than in any other sector, thus outweighing the risk factor (Nolle
2010). Hence, our example of a recent global scandal, POSCO (E&C) Vietnamese
subsidiary, is used.

The purpose of our article, through a conceptual framework for EM and CSR with
theories related to EM, is to show the ethical decision-making process by management.
It is organized as follows: First, it takes a conceptual approach by examining the
various concepts that are part of the EM decision-making process leaders go through
in detail. The use of secondary data in business ethics research (Cowton 1998) to build
theories (Eisenhardt 1989) is acceptable in business ethics research. Then, it examines
Korea as an example of EM and the historical development of its EM and CSR. Finally,
it uses the case of an overseas subsidiary of a Korean chaebol, POSCO, that was
involved in a corruption scandal at one of its overseas subsidiary. The secondary
purpose of our article is to demonstrate, through this example that, despite decades of
EM and ethical leadership implemented by its founder (Park and Kang 2014), scandals
still occur. It poses the question of how, despite decades of being a role model for the
EM, POSCO failed. In the spring of 2015, through media reports, the public were
informed that POSCO Engineering and Construction (E&C) Vietnam had become
embroiled in a scandal—allegations of bribery, kickbacks, and embezzlement (Choi
1999). Whether this scandal was only at the subsidiary level, or orchestrated from the
head office, is an interesting question. At POSCO’s 2017 CEOs Forum, it stated in its
external environmental scan that the public had lost trust in it due to the building of a
slush fund by its Vietnamese subsidiary and suspicion of acquiring an insolvent
company. POSCO had previously had shown that its ethical leadership was highly
revered, and furthermore, its award-winning code of ethics and its mandatory ethics
training for its staff and management were superior to that of other chaebols and large
organizations (Park and Kang 2014; Ehrlich and Kang 2004).
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Our contribution to knowledge is to understand why organizations, such as chaebols
and their leaders, may be susceptible to bribery and corruption and sets the stage for
future research. The results are valuable because, using this case as an example, we
argue that despite an organization being upheld as an excellent example of EM, ethical
leadership and having implemented an award-winning code of conduct and ethics,
these measures failed in the end to prevent another ethical scandal.

Framing the concepts

This section discusses the concepts related to business ethics and EM and where CSR
and ethical leadership are part of EM. These concepts are linked together in creating an
ethical environment in which the players operate within an organization. Players then
make ethical or unethical decisions in their decision-making process. Our focus, from a
conceptual framework, is EM. Various theories will be discussed from within the realm
of EM.

Business ethics

The concept of business ethics (Ferrell et al. 2015, p. 5) is built upon definitions of
morals, principles and values. With morals, the assumption is that businesses should
hire people of sound moral principles. At the same time, though, businesses need to
make a profit. However, if firms behave unethically, it will have a negative impact on
their bottom lines. Businesses must create a balance between making a profit and
satisfying the needs and desires of society. In dealing with the uniqueness of the
business environment, society has implemented rules—both legal and implicit—for
businesses to follow when earning a profit, so they will not harm individuals or society
and will add to economic well-being.

Svensson and Wood (2008) introduced a business ethics model toward the creation
of a conceptual framework for business ethics. It consists of three principal components
(expectations, perceptions and evaluations) that are interconnected by five sub-
components as to what society expects (organizational values, norms and beliefs;
outcomes; society evaluates; and reconnections). In Svensson and Wood’s (2011),
conceptual framework of corporate and business ethics across organizations in terms
of their ethical structures, ethical processes and ethical performance, it shows that
changing societal and market patterns may force organizations to address ethical
concerns across organizations. Chan et al.’s (2011) conceptual model examines the
two dimensions of personal moral philosophy (Idealism and Relativism) and its
influence on ethical decision-making. The model provides insight of the understanding
of the philosophical and ethical analysis of managerial dilemmas. Davidrajuh’s (2008)
conceptual model for ethical business decision-making under the influence of personal
relationships explores the ethical implications of personal relationships in business
exchanges. This model is relevant in countries where personal relationships/
connections are part of everyday business practices, such as in Asian countries, a major
impact on the ethical decision-making process.

The conceptual framework linkages to ethical decision-making will now be
discussed starting with business ethics then specifically EM with ethical leadership
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and CSR as components of EM. The linkage is that they all have an impact on the
ethical decision-making process especially EM. Within these concepts, several theories
are introduced.

EM

EM involves the set of related concepts of corruption, governance, and CSR. As EM
involved ethical leadership and the corporate climate, they will be discussed under EM.
Kaptein (1998, p. 42) defines EM as the systematic and coherent development of
activities and the taking of measures to realize the fundamental and justified expecta-
tions of stakeholders and to balance conflicting expectations of stakeholders
adequately.

Within EM is corruption, which does not have an agreed-upon global definition.
Senior (2006) defines corruption as an action to (a) secretly provide (b) a good or
service to a third party (c) so that a party can influence certain actions that (d) benefit
the corrupt, a third party, or both (e) in which the corrupt agent has the authority.
Kaufmann and Vicente (2005) include ‘legal corruption’, in which power is abused
within the confines of the law. Corruption can act as a barrier for economic, social and
political development and poverty reduction in less developed countries, such as
Vietnam (Iqbal and Seo 2008; Bird and Smucker 2007; Aguilar et al. 2000). It has
been argued that corruption has become less acceptable as a way of doing business
internationally to various stakeholder groups (Ferrell et al. 2015; Hostleier 2011; Iqbal
and Seo 2008; Sohali and Cavilli 2008; Aguilar et al. 2000). To create a less corrupt
society (Sohali and Cavilli 2008), there must be more transparent governance. The
United Nations (2007) defines transparent governance as the openness of the gover-
nance system that is achieved through clear processes and procedures enabling good
access by citizens to public information. In Korea, the Anti-Corruption and Civil Rights
Commission (ACRC), a quasi-government body dealing with corruption, has focused
on improved governance, including a sound financial system. However, it has been
argued that it is not a truly independent body because the President plays a key role in
selecting ACRC commissioners (Kalinowski 2014). Scandals still occur despite laws
implemented by the government.

Corporate governance, the related concept within EM, is defined as ‘… the system
by which companies are directed and controlled’ (Cadbury Committee 1992). The most
important of the principles of good corporate governance is accountability to the
enterprise’s stakeholders, who rely on the controller’s activities to protect and enhance
the value of their equity. Due to many scandals involving corporate governance, the
role of the board has been pushed forward into the public eye where the public/
stakeholders are demanding a much higher degree of accountability (Adam et al.
2008; Beiner et al. 2006).

Finally, ethical leadership and corporate culture will be discussed as being part
of the conceptual framework of EM. Models of organizational leaders’ influences
on culture and ethical climates are common (Schein 1995; Lewin and Stephens
1994; Schein 1985). Culture has been identified as a significant determinant of
managers’ ethical attitudes (Hitt et al. 2007; Cho and Yoon, 2001; Christie et al.
2003; Ireland and Hitt 1999; Song and Meek 1998; Cho 1995). Some (Kim and
Kim 2009; Park et al. 2005; Christie et al. 2003; Fritzsche et al. 1995), using
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Hofstede’s (1991) cultural typology, have shown that national culture has a strong
influence on managers’ ethical attitudes.

Research (Lee and Yoshihara 1997) has found that the ethical view of Korean (and
Japanese) business managers consists of five theories: deontology, utilitarianism,
relativism, managerial egoism, and justice. When executives believe in the social
responsibility of business and social justice, they have deontological attitudes, espe-
cially about issues that have important ethical implications. For minor problems, such
as gift giving, refraining from disclosure of full information unless asked, or bribery in
foreign countries, managers take the utilitarian approach, which creates the issue of
‘questionable payments’ (Bird and Smucker 2007; Sohali and Cavilli 2008; Smucker
2005).

Ongoing examples of Korean companies acting unethically (Rowley and Oh 2017)
have raised the question of ethical leadership and why, despite legislation and compa-
nies having introduced EM since the early 1990s, executives or founders continue to
act as such poor role models instead of the key sources of ethical guidance to their
employees (Shin et al. 2015; Brown et al. 2005). Research has shown that company
founders have a major impact on the initial culture within an organization and the
establishment of an ethical climate (Ki et al. 2012; Kang et al. 2011; Nelson 2003;
Robbins and Judge 2014), where the person-leader fit (P-L fit) affects an employee’s
ethical decision-making with outcomes interacting with ethical leadership. Research
into ethics-based leadership across cultures (Resick et al. 2006, 2011) found those
societal beliefs about leadership (House et al. 2004), and being able to understand these
differences (Dickson et al. 2003; Jackson 2001) can influence leaders in engaging in
ethical behaviour.

Victor and Cullen (1988) identified nine types of ethical climate based on philo-
sophical approaches. The locus of analysis for the ethical criteria, based on egoism,
benevolence and principle, is individual, local and cosmopolitan. At the individual
level, they are self-interest, friendship and personal morality. At the local level, they are
company profit, team interest, and company rules and procedures. At the cosmopolitan
level, they are efficiency, social responsibility, and law and professional codes. Often
organizations have a dominant ethical climate, but several types of ethical climates can
coexist in the same organization (Victor and Cullen 1988). An ethical program can
strengthen an organization’s ethical climate, leading to a decrease in unethical behav-
iour within the organization (Park and Blenkinsopp 2013), and there is a positive
association between the ethical leadership of the founder of a Korean company,
POSCO, and its ethical climate (Park and Kang 2014). Recent evidence (Shin et al.
2015; Ki et al. 2012) shows that top management ethical leadership significantly
predicts ethical climate, which then results in a procedural justice climate which fully
mediates the effects of top management ethical leadership on two organizational
outcomes: firm-level organizational citizenship behaviour and firm financial
performance.

Research into institutional indicators, such as competitive versus non-competitive
contracts (Schopf 2011), shows a positive trend toward a more competitive framework.
However, competition itself will not reduce corruption if the framework is weak.
Patterson and Walcutt (2014) looked at the regulatory and cognitive-cultural dimen-
sions of why Korean firms did not follow government gender policies and concluded
that it was due to a lack of policy enforcement.
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Corporate social responsibility

Definitions of CSR have proliferated since the 1950s, and it remains a contested
concept (Okoye 2009). In contrast to traditional views that an organization’s
primary (if not sole) responsibility is earning a return for investors and complying
with laws, others argue that there are ‘higher’ responsibilities that are ethical and
philanthropic (although profitability remains primary). This extension of an orga-
nization’s economic responsibilities to non-economic (or social) domains was
popularized by Carroll (1979) whose conceptualization has been durable and
widely cited. His CSR ‘pyramid’ of four layers of organizational responsibilities
suggests a sequential order, weighting and evolution of importance and develop-
ment. Thus, the early emphasis on the economic (profitability) is followed by the
legal (law-abiding), then ethical (conducting affairs in a fair and just way to more
than just comply, but to also make proactive efforts to anticipate and meet society
norms), and finally discretionary (to be socially supportive and good citizens
through, for example, philanthropic support for communities, donating employee
expertise and time to causes, etc.) responsibilities in business conduct (Carroll and
Hoy 1984).

Other constituencies, such as employees, suppliers, customers, local communi-
ties, governments and other special interest groups or stakeholders, have also been
incorporated into CSR (Carroll and Hoy 1984). This moved CSR closer to
stakeholder theory that organizations must be responsive to the competing de-
mands of multiple stakeholders (Freeman 1984). The ease with which Carroll’s
(1979) taxonomy can be operationalized has aided its longevity, and it remains
popular (e.g. Lee et al. 2012a, b; Zhang and Gowan 2012). Carroll’s three-
dimensional conceptual model of corporate performance addressed some key
questions of academics and managers, specifically the following: (1) What is
included in CSR? (2) What are the social issues the organization must address?
And, (3) what is the organization’s philosophy or mode of social responsiveness?
Wang’s (2011) research found that the CSR objective of a corporation’s top
management should be to manage the divergent and conflicting interests of
multiple stakeholders, taking into consideration key stakeholders but others as
well and that the importance of values as a driver of ethical behaviour and
decision-making must be recognized. Kim et al. (2013) found that Korea shows
more concern for short-termism than for sustainability and for a normative more
than a strategic orientation in its CSR. Many Korean institutional factors, acting in
intricate ways, create complex and dynamic pressures for CSR practice, and
corporations make the decision to follow government policy or not (Patterson
and Walcutt 2014). Lee and Kim (2014) explored the development and practice of
CSR in the different theoretical CSR perspectives and found that these institutions
(high regulative pressure, unique normative setting and critical cognitive-cultural
environment) affected Korean companies in the adoption, implementation and
practice of CSR due to government regulations, legislation and policy. An analysis
of the effect of ethical behaviour on a firms’ financial profitability (Vieira 2013)
where CSR was used as an indicator of ethical performance found that ROA is
significantly related to a firm’s ethical performance; therefore, EM is of high
importance.
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Ethical management versus corporate social responsibility

EM and CSR are similar in that they both focus on the social responsibility of
individuals at the management level, but they differ slightly as to the role within an
organization. EM is a set of concepts of which CSR is a part of. CSR means that an
organization has an obligation to maximize its positive impact on stakeholders and
minimize its negative impact (Ferrell et al. 2015). A model of corporate moral
development created by Reidenback and Robin (1991) has since been modified by
others as models for CSR and EM (Carroll 1999). Here, the ethical decision-making
process involves not only the individual’s stage of moral development but also other
factors such as corporate culture, with corporations being classified according to their
stage of moral development. The conceptual model is a pyramid with at the top the
highest or most advanced stage of moral development (the ‘ethical’ corporation) and at
the bottom the lowest or least advanced stage (the ‘amoral’ corporation).

The next section will give an overview of the historical content of Korean EM. The
effect of Confucianism on ethical beliefs is discussed and then followed by the
developmental approach of EM in Korea.

Overview of Korean EM

Our research offers an unusual context for both EM and CSR as both Confucianism and
collectivism are evident (Park et al. 2005; Choi 1999). Recent empirical evidence
(Chang et al. 2015) on the relationship between a board’s characteristics and CSR
shows that Western-based literature has a linear relationship, whereas in Korea, various
relationships between board characteristics and CSR were non-linear. The authors
concluded that that there is no universal feature of CSR-supportive board characteristics
due to the unique characteristics of various institutional contexts. Also, CSR develop-
ment was not totally voluntary but imposed via codes of conduct, although the
government may not continue to be the dominant force in CSR as the influence of
other stakeholders—consumers, employees and civil society—expands. This may be
particularly true after several high-profile events and corporate scandals. Also, sustain-
able behaviours, such as purchasing organic food, responsible use of transportation and
giving to charity, have been found to be significantly more common in Korea than in
the US and Germany (Ngyuen and Rowley 2015).

The following section begins with the influence of Confucianism on ethical beliefs
in Korea and outlines the historical context of EE as well as CSR in Korea. According
to the International Institute for Management Development (IMD) survey (2000–10),
Korean companies ranked 34th among the 55 countries surveyed, inferring that they
only focused on legislation for their code of conduct and related acts with a lack of
emphasis on specific practices and programs to be implemented after their code of
conduct (Kwon 2011). During the 2000s, many chaebols, such as Samsung, LG,
Hyundai, SK, and POSCO adopted EM policies by which codes of conduct or ethics
were implemented, but small and medium-sized enterprises (SMEs) were unaware of
EM. The government agreed with the OECD that EM must be a requirement for
companies. However, after 2001, several corporate scandals emerged (Kwon 2011;
Choi and Jung 2007). For example, Samsung used slush funds to bribe prosecutors,
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judges and politicians, and several chaebol CEOs were found guilty of fraud, embez-
zlement, bribery and corruption. This shows that the introduction of EM by companies
was not effective in reducing unethical business activities (Albrecht et al. 2010).

Confucianism and ethical beliefs

Misunderstandings can occur due to cultural differences about business practices (Park
et al. 2005; Ahmed et al. 2003; Fritzsche et al. 1995). For example, the business ethics
culture of the US has been affected by its European heritage and Judeo-Christian
philosophy (Ferrell et al. 2015), whereas East Asian countries are influenced by
Confucian philosophy (Kwon 2011; Kim and Kim 2009; Cho and Yoon 2001; Choi
1999; Li 1999). Two cultural dimensions that could affect business ethics in Korea are
Confucianism and collectivism because they are viewed as the typical cultural and
psychological traits (Park et al. 2005; Ma and Smith 1992; Hofstede 1991). Confucian
ethical philosophy emphasizes strict hierarchal order for human relationships based on
age and gender (Janelli et al. 1993; Chang and Chang 1994).

Korea evolved from a nation with strong historical religious/ethical traditions that
had a significant effect on its business practices and still have an effect despite its rapid
integration into the global economy (Kwon 2011; Cho 2009; Ahmed et al. 2003; Choi
1999). It might be argued that Korean society is now less concerned about preserving
traditional Confucian values (Kwon 2011), but certain aspects remain important,
specifically the ethical rules governing human relationships, family-centred individu-
alism and education as a means of worldly success (Rowley 2013; Kwon 2011). One of
the significant ethical attributes is dedication to family. In Korean society, this influ-
ences the relationship between supervisors and their subordinates in organizations (Park
et al. 2005; Cho and Yoon 2001; Janelli et al. 1993; Ma and Smith 1992; Yum 1991),
with the family-dominated system extending its strong patriarchal authority to organi-
zational behaviour (Rowley 2013; Rowley and Paik 2009; Kim and Park 2003; Cho
and Yoon 2001; Choi 1999; Janelli et al. 1993). Domestic paternalism was adapted to
modern industrial conditions during Korea’s post-1960s rapid industrialization period,
with the individual being expected to give supreme allegiance to the company’s
interests and identify completely with the company’s goals (Kim and Park 2003;
Janelli et al. 1993; Yoo and Lee 1987).

Individual differences in perceptions about the individualism-collectivism dimen-
sion (Hofstede 1991; Kibum and Uichol 1997; Park et al. 2005) indicate that moral
behaviour among cultures may differ despite sharing the same moral values (Fritzsche
et al. 1995). Variations in ethical practices across cultures (Fritzsche et al. 1995;
Dubinsky et al. 1991) occur for two reasons. First, some individuals may be adhering
to extant hyper-norms, while others are not. Second, the cultures may be operating
under different sets of community norms. Culturally based ethical conflicts can be
classified into three categories (Hendry 1999, p. 406–407). First, the ethical values
characteristic of the two cultures lead to opposite conclusions. Second, one culture
attributes moral significance to something that another does not, such as practices that
are morally unacceptable in one culture being acceptable in another because they are
not seen as having any significant moral impact. For example, gift giving in Korea has
been traditionally used for the development and maintenance of social relationships, but
it creates an international ethical issue because some view it as bribery and corruption.
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The international perspective of Korea, with its low ranking regarding bribery and
corruption by Transparency International (1), is based upon its long history of corrup-
tion and bribery (Kalinowski 2014). Third, contingent situations give different inter-
pretations of what is ethically acceptable.

In the following section, we analyse approaches to EM in four historical post-1997
phases that we developed.

Developmental approaches for EM

Phase I: introducing EM from Western examples (1997–2002)

In this early stage, companies faced the Asian financial crisis with many in survival
mode. EM was not a priority as they were adopting several Westernized management
strategies, such as restructuring, downsizing, layoffs and early retirements. EM was
seen not being an urgent or critical business process, despite awareness of it as a
growing global trend (Kim 2015a, b, c; Lee 2002). In 1993, POSCO first introduced
EM with such measures as a code of conduct/ethics followed by similar developments
in LG in 1994 and Samsung in 1995.

Phase II: government intervention: emphasis on transparency (2003–2007)

Former President Noh Moo-hyun’s administration had a form of ‘participatory gov-
ernment’ in which non-governmental actors, both individuals and organizations, were
to be involved in developing policy (Tamyalew 2013; Edwards 2008). Thus, the focus
on EM for Korean companies was to change their culture of corruption. Due to pressure
from the government, chaebols benchmarked their EM systems (Ethisphere Institute
2015) with those in the West, such as 3 M, Ford and L’Oreal. Korean companies
implemented their codes of conduct in theory, but in practice, the majority were not
following those codes (Kim 2015a, b, c), despite the government wanting them to
internalize their codes, like US companies, with an internal monitoring management
system. For Korean companies to learn how to follow their codes of ethics, positions
were created for officers to police this area (Kim 2015a, b, c; Kim and Kim 2009).

Companies were in the initial stage of EM and the government began to improve its
legal and institutional frameworks by increasing transparency in corporate management
and promoting ethical business practices. However, corruption could not be eradicated
without eliminating public sector corruption because the two areas are invariably
interlinked. The government focused on a public-private partnership to confront cor-
ruption, especially through the implementation of the Korean Pact on Anti-Corruption
and Transparency (K-PACT). The business sector increased its efforts to improve
business ethics due to pressure from the anti-corruption movement driven by Korean
society (Kim 2015a, b, c; Iqbal and Seo 2008; Choi and Jung 2007; Lee 2002). In 2005,
a survey found that the major external problem was corruption by those in public
organizations and the biggest internal problem was inadequate managerial skills (SERI
2005). In 2006, the FKI released that a report on EM showing over fourth–fifths of
firms had introduced an ethics chapter as part of their corporate policy (84.1%) and had
implemented (86.6%) EM (Kang 2006). Despite government guidelines for EM being
adopted since early 2000, Korean companies did not improve their scores for
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corruption as examples of unethical behaviours continued (SERI 2006). In 2006,
Hyundai Motors’ CEO was convicted for embezzlement and over KRW 100 million
slush fund despite a KRW 400 million loss. In 2007, Samsung bribed prosecutors and
government officials according to a whistle-blower who was a former chief secretary of
its legal department.

Phase III: government intervention: emphasis on self-regulation (2008–12)

In 2008, under former President Lee Myung-baek’s administration, there was a shift
from transparency to self-regulation for companies (Tamyalew 2013). Simultaneously,
Presidential pardons were given to CEOs of companies such as Samsung and Hyundai
who had been sentenced for unethical business practices (SERI 2012). This had a
negative impact on EM in practice, creating a more unethical business environment.
Despite this, EM did improve in terms of paperwork and systems. These trends
persisted through 2012 and unethical business practices were revealed. For example,
in 2012, the CEO of Hanwha Group was arrested for breach of trust and embezzlement
and the CEO at SK group was sentenced for embezzlement. During this period,
‘personnel parachutes’, whereby large firms hired former public officials and politi-
cians, were a very popular practice. For example, according to the Korean Ministry of
Strategy and Finance (www.alio.go.kr), more than 70% of those in executive level
positions had been former high-ranking government officials or politicians. In addition,
based on an analysis of 287 companies in the public sector, 295 executives were former
government officials, with 44 people from the Blue House (the President’s residence)
and 251 from the government. This created a serious challenge to improving EM.

Phase IV: government intervention: emphasis on economic democratization
(Post-2012)

After former President Park Geun-hye was elected in 2012, the administration raised
the issue of ‘Economic Democracy’, especially regarding the chaebols. Korean com-
panies are sensitive to government policy; if they fail to follow the guidelines for EM,
they will no longer be able to stay in business. Park’s administration sent a strong signal
to companies that they should follow EM for the public good (Tamyalew 2013;
‘Statement on Park Geun-hye as Korea’s Newly Elected President’ 2012, December
2012). Despite this, in 2013, Samsung Electronics tried to disguise its toxic gas leak at a
semi-conductor manufacturing facility in HwaSeoung, Korea, and the Shinsaegae
Group blocked the formation of a union by its employees. Due to these cases, the
government and society blamed the chaebols for failing to follow EM guidelines
(Tejada 2017, February 17; Kalinowski 2014).

Recent trends indicate that Korean companies are slowly moving to the next step in
EM, from policy building to actual practice (ACRC 2014; Kalinowski 2014). The
government has been asserting pressure to require chaebols to implement stricter EM
rules (iHS Korea April 9 2015; Kalinowski 2014; Tamyalew 2013; Transparency
International Korea December 20 2012). The chaebols are expanding EM to create a
good public image and improve their transparency, such as compliance. For example,
Samsung Group emphasizes its social contribution to the public when it organizes its
supporting team under the direct control of its CEO, evaluates the level of compliance

Ethical management and leadership: a conceptual paper and Korean... 11

http://www.alio.go.kr


scores for its executives and utilizes performance evaluations for promotion and
staffing purposes. Similarly, SK, Shinsaegae and Lotte Group have expanded their
special areas for social contributions or CSR. Companies such as DaeWoo E&C and
KDC Co., Ltd., have introduced EM and transparency. For example, their websites
state that ethical and transparent management is internalized within their corporate
culture, and they have implemented a firm-wide foundation of awareness, enabling
individuals to voluntarily incorporate ethics management into their work based on their
own high standards of ethics, a more proactive approach to their EM policies and
practices; this will inevitably become a management strategy toward their companies’
sustainable growth. Of course, such proclamations can clearly be simple management
PR, assertion and rhetoric, not reality.

Korea is now reforming corruption with ACRC (2014). A report by the World Bank
(Kalinowski 2014) on the effectiveness of this commission pointed out that since 2002,
the implementation of anti-corruption reforms has earned high-level political support.
However, there were problems, for example, ACRC focused on middle and lower-level
officials and did not cover all levels within the public sector, nor did it target high-
ranking officials and the private sector. Furthermore, it needed to increase its efforts to
fight and prevent corruption because most of corruption is between business and
government. When a country is implementing policies to eradicate corruption (Scott
2004; Nielsen 2000), the politics of reform need to be embedded within due a predatory
networking-based, corruption sub-system. In Korea, the politics of its corruption sub-
systems are embedded within its social structures, sustained by the collective action of
interest groups that benefit from the corruption (Tamyalew 2013). There are subtle
types of corruption networks, such as ‘crony capitalism’ (Kalinowski 2014), informal
networks of chaebols and government control over activities (Kwon 2011), such as
loans from state banks. Despite improvements in transparency, democratic account-
ability and prevention of corruption, many issues persist because democratic behaviour
is not truly part of Korean society and competing networks have prevented a univer-
salistic attitude toward the common good (Kalinowski 2014; Tamyalew 2013).

Based on the above, an example of a Korean company, POSCO, will now be
discussed to demonstrate how a predatory networking-based corruption sub-system
severely weakens an EM framework. Thus, it creates opportunities for unethical
decision-making by the players involved.

An example of a lack of EM

We use the POSCO E&C Vietnam slush fund scandal as an example of a lack of EM.
The case will be outlined below. In the spring of 2015, POSCO became embroiled in
allegations of slush funds worth KRW10 billion (approximately US$9 million) created
by the former overseas unit chief of its Vietnamese subsidiary (Park 2015; Kim 2015a,
b, c March 20; Cho 2015 February 27; Son-Van Khoa 2015) by over-inflating the costs
of building ODA-funded expressways in Vietnam from 2009 to 2012 in collusion with
local contractors (Jung 2015; Thanhnien News 2015 April 26). In this section, it will
show how the release of information was not initiated by POSCO but through various
Korean and Vietnamese media sources over several months. The Vietnamese govern-
ment and the public became aware of the unethical business ethics decision-making
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process and corruption within this subsidiary from 2009 to 2012 through these media
sources and not through POSCO headquarters. Various key figures within POSCO
were investigated by the Seoul District Prosecutor’s Office and, in the end, were
indicted by the Korean government as well as key political figures.

First, an inquiry by the Korean National Assembly in February 2015 revealed that
POSCO E&C executive members at their overseas Vietnamese construction site had
been internally punished in July 2014 for creating a slush fund of over KRW10 billion
(US$9 million) (Cho 2015 February 27). Former Prime Minister Lee Wan-koo ordered
the judicial authorities to investigate the case at this point. According to POSCO E&C,
some of its executive members in charge of projects in Vietnam created the slush fund
by exaggerating payments to its Vietnamese subcontractors between 2009 and 2012
whereby the fund was paid to ordering bodies each month. We note that an industry
expert stated that: ‘Such rebates paid at the request of ordering bodies are a kind of
business practice in many overseas construction projects. However, this case is some-
what unusual in that a huge amount was paid over a long period of time, and the
company was not aware of the payments’—an attempt to say these payments were not
bribes.

Then, in March 2015 (Jung 2015 March 25; Jung 2015 March 17), the prosecution
announced that former POSCO E&C Vice Chairman Chung Dong-hwa was the alleged
key figure in the slush fund scandal as it was created during his reign. The creator was
former executive, Park, who oversaw POSCO E&C Vietnam between 2009 and 2011
of the KRW10 billion slush fund. Prosecutors suspected Chung of ordering Park to set
up this fund or was involved in it as over KRW4 billion was transferred to Korea,
where it was alleged that POSCO used it as kickbacks to high-profile policy makers
under the former Lee Myung-baek’s administration (Ryu et al. 2015). Prosecutors
detained Park and raided the offices of three companies acting as subcontractors for
POSCO E&C’s projects in Vietnam. The overseas unit chief and POSCO E&C argued
that the funds were used as a rebate paid to the builder’s subcontractors. However, the
Korean prosecution, through its investigation, found sufficient evidence that a signif-
icant amount of money had been diverted elsewhere (Korea Herald March 20, 2015b).
This then led to the suspicion that the POSCO unit had taken the funds to give bribes to
influential Vietnamese politicians. On March 17, 2015, Dong-A Ibo reported that
prosecutors were investigating the alleged corruption scandal and summoned the
company’s two executives and others who reportedly organized the slush fund in
Vietnam. In addition, the Seoul Central District Court found irregularities in the
company’s domestic business operations and were examining when to summon former
POSCO Chairman Chung Joon-yang and former POSCO E&C Vice Chairman Jeong
Dong-hwa. At this point in time, the prosecutors were focusing on proving that the
former president of POSCO E&C’s Vietnam office and others had created this slush
fund, while conducting capital deals with its supplier for the Vietnam construction
project and offering a rebate to the construction organization with some executives
embezzling some of the funds in the process. Additionally, they wished to prove that
former Vice Chairman Jeong engaged in various corruptions in domestic operations
while in office and whether the secret funds were sent to high-level officials in the Lee
Myung-baek administration. In 2009, when Chung Joon-yang became chairman of
POSCO Group, there were allegations that the former National Assembly deputy
speaker Lee Sang-deuk and the former Knowledge and Economy Vice Minister Park
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Young-joon had intervened in the chairman’s nomination and in POSCO’s various
M&A projects. The incumbent POSCO Chairman Kwon Oh-joon issued a statement to
the public and shareholders that a priority would be placed on business ethics.

The Vietnamese newspapers published a series of articles beginning in April 2015.
On April 4, 2017, Voice of Vietnam and the Thain News reported that the Vietnamese
Ministry of Transport was reviewing contracts signed with POSCO Engineering and
Construction due to POSCO being under investigation in Korea for operating this slush
fund in Vietnam. It was pointed out that the ministry learned about the POSCO scandal
through media reports, indicating a lack of transparency by POSCO and the Korean
government authorities. During the period in question, the company oversaw three
sections in the construction of the Noi Bai-Lao Cai Highway, funded by the Asian
Development Bank and completed at the end of 2014. POSCO also had a contract for
two sections of the Long Thanh-Dau Giay Highway project. The Vietnam Expressway
Corporation invested in both projects which ran behind schedule and had some quality
problems. Deputy Minister Truong stated that all the projects had been checked by their
foreign sponsors and state auditors’ initial inspections found no issues in that all
procedures related to management and investment complied with the law. He added
that POSCO E&C had won the bids with prices 15–30% lower than investors’
estimates. When asked about the company’s claim that it had given bribe money to
paying its subcontractors, Truong stated that it was POSCO’s business and that the
ministry and the Vietnam Expressway Corporation would not interfere. Then, on April
6, 2015 (Ha 2015 April 6), it was reported that POSCO, together with Keangnam and
Doosan, had been named by the Vietnamese Ministry of Transport as the worst
international contractors. The report stated that POSCO, even though it had the winning
bids to execute large-scale projects, could not demonstrate that it had more outstanding
capability than that of the domestic contractors and that POSCO had issues with some
of the construction works, whereby in December 2013, Cho Yang-ook of POSCO E&C
and several Vietnamese were disciplined by the ministry. Furthermore, Minister of
Transport Dinh La Thang noted that the Korean contractors bid low prices to obtain the
contracts and Mai Anh Tuan, VEC’s General Director, the investor of the projects,
noted that with such low bids, the contractors had to have hired unqualified subcon-
tractors. Next, on April 9, 2015 (Thanh News), the Vietnamese Ministry of Transport
announced that it would conduct an inspection into five sections of two expressway
projects contracted to POSCO E&C specifically into the process of selecting contrac-
tors, assessing and making payments to find any possible wrongdoings and violations
of the law. That week, Kwon Sang-kee, an executive in charge of Southeast Asia of
POSCO E&C, sent a letter of apology to the Ministry of Transport and Vietnam
Expressway Corporation (VEC) for their inconvenience.

After all the various negative media reports, on May 7, 2015 (Lee, May 7, 2015),
POSCO announced that it was taking measures to restructure its business practices and
to deal with issues domestically and abroad. Chairman Kwon Oh-joon outlined five
strategies for the steelmaker to become a more profitable and socially responsible
corporate citizen. The fourth and fifth strategies were to conduct business with partners
transparently and enhance EM. Kwon stated at a press conference that POSCO would
establish a committee to oversee its decision-making to clarify who is responsible for
decisions, implement a personnel reshuffle to hold executives responsible for failed
projects and poor management, and introduce a performance-based personnel
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management system to appoint talented workers to the right positions, while making
the way employees do business with partners more transparent to prevent them from
being engaged in illicit dealings. The company stated, ‘… it will place top priority on
strengthening ethical management’. Kwon stated: ‘POSCO will dismiss employees,
regardless of their rank, who took bribes or engaged in other dubious activities, and
refer them to the prosecution’. Then, on May 13, 2015 (Kim 2015a, b, c April 6),
POSCO announced that it had formed an internal committee to restore its global image
negatively impacted by this slush fund scandal. The committee, headed by POSCO
Chairman Kwon Oh-jun, was comprised of the company’s executive board members as
well as the heads of five major affiliate firms, including Daewoo International Corp.,
POSCO E&C and POSCO Energy Co. The focus of the probe now included POSCO’s
former chairman Chung Joon-yang, and his management team as a series of M&A
deals signed under his leadership between 2009 and 2014 was regarded to have been
politically motivated. During Chung’s 5-year term, POSCO’s debt dramatically in-
creased from KRW9 trillion to KRW14 trillion (US$800 M to 14 M), resulting in assets
being sold and other restructuring initiatives to improve its financial health and overall
image of itself and its affiliates. POSCO stated that purpose of the committee was to
create concrete reform measures, including strengthening its business ethics.

On September 11, 2015 (Noh 2015 September 11), former POSCO CEO Chung
Joon-yang appeared for questioning at Seoul Central District Prosecutors’ Office.
Prosecution found that Chung allegedly gave KRW185 million (approximately
US$200 million) to his brother-in-law in return for placing an order for road construc-
tion in Vietnam for the company. The investigation into allegations of corruption at
POSCO, which had focused on internal corruption at the company for more than
6 months, turned into an investigation of illegal political funds aimed at high-level
politicians in the administration of former President Lee Myung-baek (2008–2013).
This was because illegal political funds were being laundered through work to sub-
contractors. Several members of the so-called ‘Yeongpo Clique’, influential figures
with connections within POSCO’s headquarters in Pohang, Korea, were the target of
the prosecutors’ investigation which also found another interesting connection—the
7000 Club—a group of seven politically influential people from Pohang. Allegedly, the
seven members raised money from POSCO subcontractors, giving a substantial amount
of this money as bribes to powerful figures in the Lee Myung-baek administration—
indicating unethical relationships between POSCO and regional politicians. In the final
conclusion to the investigation in November 2015 (Chung 2015), prosecutors indicted
Chung Joon-Yang, the former chairman of POSCO Group, along with 31 others
involved in the alleged scandal.

Discussion and recommendations: how to improve business ethics and EM in global
operations

Whenever a new administration was inaugurated, POSCO faced similar accusations of
political influence in its business practices (Kwon 2015, April 9). POSCO, in the past,
was always investigated for scandals whenever a new government was voted in (Dong-
A Ibo 2015 March 17). In 1993, the late former Honorary Chairman Park Tae-joon was
indicted for allegedly receiving bribes. In 1994, under the Kim Young-sam adminis-
tration, former chairman Kim Man-je took office in 1994 but resigned immediately
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when the Kim Dae-jung administration took office and former Chairman Yoo Sang-boo
was also indicted for breach of duty. In 2009, former Chairman Lee Ku-taek resigned
1 year before his official term ended when the Lee Myung-baek administration came
into power. POSCO was privatized in 2000, but due to the absence of a clearly defined
‘owner’, constant disputes occur from political pressure as to executive nominations
and resignations.

This case is unusual because a substantial amount of money was paid out from 2009
to 2012, with the company stating it was unaware of the payments (Cho 2015, February
27). The question is why this happened despite the EM of the parent company, POSCO,
having implemented, with the example set by its founder, as to ethical leadership (Park
et al. 2014). POSCO’s reputation for setting the standard for EM for the past 20 years in
Korea is now at risk.

How did this happen to Korea’s role model for EM? As discussed above, the Seoul
Central District Prosecutors’ Office conducted an 8-month investigation into the
allegations of suspicious deals and the alleged slush fund and indicted the former
POSCO chairman and 31 others. Therefore, one could infer that these key players
viewed certain contingent situations as allowing them the freedom for different inter-
pretations of what is ethically acceptable for their subcontractors operating overseas to
become involved in.

With the issue of bribery in foreign countries, especially with construction projects,
it can be argued that managers take a utilitarian approach, which creates the issue of
‘questionable payments’ (Bird and Smucker 2007; Sohali and Cavilli 2008; Smucker
2005). With the POSCO E&C Vietnamese subsidiary, the Seoul Central District Office
alleged that the former chairman, Chung Dong-Hwa, had a subcontractor give
KRW185 million to his brother-in-law in return for placing an order and the slush
fund was created while conducting capital deals with its supplier for the Vietnamese
construction project. A rebate was offered to the construction-ordering organization and
its subcontractors and a significant amount of that money was transferred elsewhere
(Dong-a Ilbo 2015 March 17; Kim 2015a, b, c, March 20). Therefore, one can infer that
the rebate is a form of a questionable payment.

As pointed out earlier, research (Resick et al. 2006, 2011) into ethics-based leader-
ship across cultures found that societal beliefs about leadership (House et al. 2004) and
being able to understand these differences (Dickson et al. 2003; Jackson 2001) can
influence leaders to engage in ethical behaviour. Through the example of POSCO
E&C, despite legislation, EM and pressure from the government to put organizations’
policies into practice (ACRC 2014; Kalinowski 2014), its leaders have not engaged in
ethical behaviour, as the investigation of their unethical practices indicates. Former
POSCO E&C Vice Chairman Chung Dong-hwa allegedly helped the friend of a high-
ranking government official secure a position in his company in 2011. He was awarded
the highest honour for industry development from the former government in 2012
(Chung 2015, November 11). He is suspected of embezzling funds from 2009 to 2013.
Fifteen other former and sitting POSCO executives, heads of 13 subcontractors and a
vice president of Korea Development Bank were indicted on charges of bribery and
breach of trust. Thus, despite legislation and EM by Korean organizations, unethical
behaviour continues. As stated earlier, research shows a positive correlation between
the relationship between the ethical leadership of the founder of a Korean company,
POSCO, and its ethical climate (Park et al. 2014). However, despite these researchers, it
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appears that ethical leadership of the founder did not have a positive influence on the
EM by top level executives of POSCO and its subcontractors, which created an
unethical climate, not only at its overseas operations, but also domestically.

As discussed above, whenever a new government’s administration is appointed,
POSCO has always been its target since it was privatized in 2000 because of allegations
of bribery and corruption (Dong-A Ilbo 2015, March 17). The former government of
President Park Geun-hye, under political pressure about executive nomination and
resignation, continued investigations due to the absence of a clearly defined ‘owner’.
As stated, the chaebols are under pressure to implement stricter EM rules (iHS 2015,
April 9; Kalinowski 2014; Tamyalew 2013; Transparency International Korea 2012,
December 20), but it has not proven effective to date. Most interesting is that the former
President Park Geun-hye was jailed in March 2017 charged with corruption showing
that the current government is enforcing the law, a positive change as Transparency
International in 2014 indicated that Korea only had moderate enforcement. However,
evidence shows that despite improvements in transparency, democratic accountability
and prevention of corruption, many Korean organizations fail to meet the standard.
Former POSCO Chairman Chung Joon-yang (2009–2014) helped secure domestic and
overseas projects using his network to obtain these contracts; he used bribes to secure
contracts or influence peddling to get approval for domestic because there is stiff
competition among the chaebols, thus preventing a universalistic attitude toward the
common good (Kalinowski 2014; Tamyalew 2013). This leads to the next section
covering ethical decision-making theory and applicable conceptual model.

Ethical decision-making theories and a conceptual model

Davidrajuh’s (2008) conceptual model for ethical business decision-making under the
influence of personal relationships is an appropriate model for the case of Korea and
other countries where personal relationships/networks form part of the ethical decision-
making process. This refers to the Theory of Connection (Davidrajuh 2008, pp. 1–2)
for the model development to form a systems perspective of the ethical decision-
making process, what are the elements and environments involved in the decision-
making process, how the elements are connected or related to each other, etc.

The ethical theories related to business exchanges are Stockholder Theory, Stake-
holder Theory and Social Contact Theory (Davidrajuh 2008, pp. 4–5), as they are
normative theories. With Stockholder Theory, the only social responsibility of business
and its agents is to engage in business activities to increase profits; therefore, there is
open and free competition with deception or fraud (Davidrajuh 2008; Pearlson and
Saunders 2006). For Stakeholder Theory, there is an obligation to the stockholder and
the agents are responsible ensuring that the interests of all stakeholder groups of the
business, thus, creating a balance for all the rights of the stakeholders (Davidrajuh
2008; Freeman 1984). In Social Contract Theory, the agents are responsible for
bringing benefits to the member of a society, giving legal recognition (‘social contract’)
to a corporation to employ social resources toward given ends (Davidrajuh 2008; Smith
and Hasnas 1999). Davidrajuh (2008) argues that these normative ethical theories do
not give mathematical models for measuring the economic benefits to the various
parties involved as they are qualitative in nature (Davidrajuh 2008, pp. 7) and devel-
oped a new conceptual model for the ethical decision-making process using the Theory
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of Connection (Bjorke, 1995). This consists of three fundamental components: ele-
ments, connections and sources. Bjorke (1995) argues that some of the elements in the
ethical decision-making process are human resources (interacting agents, business
managers, shareholders, etc.), computer and network resources and buildings and
offices of the businesses and that the sources are environment’s influence on the
connected system. Davidrajuh (2008) argues that it is the agent’s moral judgment that
forms any business decision and it is depends upon their ability to recognize moral
issues, to establish moral intent, engage in moral behaviour, and recognize the charac-
teristics of the moral issue, and the moral judgment will be impacted by his or her own
characteristics or personality (Haines and Leonard 2007).

Principles or recommendations for less corrupt business practices

As mentioned earlier, Nolle’s research (2010) on corruption in the Korean construction
sector argues that due to company size and huge capital outlay, corruption is far more
profitable here than in other sectors, thus outweighing the risk factor. Hence, one can
infer that therefore POSCO’s senior executives, who allowed bribery to occur, felt the
potential of high profits for the Vietnamese construction project outweighed the risks.
To create less corrupt business practices, according to Bird and Smucker (2007), there
are three principles or recommendations international firms must consider when
assessing their CSR in developing countries. First, applicable to the case of POSCO
E&C, is an awareness of the historical and institutional dynamics of the local area about
its construction projects. Despite having an international code of conduct, it must also
have these dynamics in place to improve the social and economic assets of the local
areas in which it is operating. Second, there must be open, non-intimidating commu-
nication with constituents, including representatives from the host community. Third,
the organization’s operations must be safeguarded as to sustainability and if not, for the
improvement of economic and social assets of the host community.

Conclusion

Our paper has discussed several different concepts and theories. Davidrajuh’s (2008)
conceptual model for ethical business decision-making under the influence of personal
relationships is an appropriate model for the case of Korea and other countries where
personal relationships/networks form part of the ethical decision-making process. The
conceptual model for the ethical decision-making process uses the Theory of Connec-
tion (Bjorke 1995) as it consists of three fundamental components: elements, connec-
tions and sources.

Korea is used as a context for this conceptual model with POSCO as the case for an
unethical decision-making process. The previous Korean government had declared that
it would prosecute any organizations that engage in unethical behaviour; however,
Korean society does not trust such declarations by its government. Transparency
International’s (2014) measurements of corruption perception at 55/100 (2014) bribe
payers (2011) at 7.9/10, enforcement (2014) as moderate, and control of corruption
(2010) at 69/100 showing that despite previous presidential administrations stating such
declarations, it does not prevent ongoing unethical behaviour. Fairness of management,
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which is related to justice and morality, is of grave concern to the Korean public
(Ngyuen and Rowley 2015). Furthermore, despite the founder of POSCO having
shown excellence in EM and the company winning awards for many years in Korea
for its EM and its codes of conduct and ethics, they are not reflected the ethical
decision-making process at the highest levels of the organization. Based on the
indictments in November 2015 and new measures introduced in POSCO’s March
2017 CEOs Forum, one will have to wait and see if these will have a positive effect
within, not only POSCO domestically and overseas, but also within other Korean
organizations whereby they will ‘practice what they preach’ as to EM and that their
ethical leadership is truly ethical in nature. Time will tell if POSCO’s global image will
be restored through its new measures.

This research will contribute toward advancing knowledge in EM as it shows,
despite decades of EM by a leading conglomerate in Korea, the personal decision-
making by top management can have a negative impact on ethical management.
Further research with the collection of empirical data will be beneficial for additional
research in this area.

Compliance with ethical standards

The authors declare that they have no conflict of interest.

Ethical management and leadership: a conceptual paper and Korean... 19

References

Adam, R., Hermalin, B. E., & Weisbach, M. S. (2008). The role of board of directors in corporate
governance: a conceptual framework and survey. UC Berkeley Working Papers: University of California.

Aguilar, M. A., Gill, J. B. S., & Pino, L. (2000). Preventing fraud and corruption in World Bank projects.
Washington, DC: The World Bank.

Ahmed, M. M., Chung, K. Y., & Eichenseher, J. Y. (2003). Business students’ perception of ethics and moral
judgment: a cross-cultural study. Journal of Business Ethics, 43, 89–102.

Ahn, S. Y., & Park, D. J. (2016). Corporate social responsibility and corporate legitimacy. Journal of Business
Ethics, 150, 117–134. https://doi.org/10.1007/s10551-016-3161-3.

Albrecht, C., Turnbull, C., Zhang, Y., & Skousen, C. J. (2010). The relationship between Korean chaebols and
fraud. Management Research Review, 33(3), 257–298.

Anti-corruption and Civil Rights Commission. (2014). Act on anti-corruption and the establishment and
operation of the anti-corruption and civil rights commission. Resource document. Seoul: Anti-corruption
and Civil Rights Commission http://www.moleg.go.kr/english/korLawEng?pstSeq=47442
andpageIndex=93. Accessed 1 March 2017.

Beiner, S., Drobetz, W., Schmidt, M., & Zimmerman, H. (2006). An integrated framework of corporate
governance and firm valuation: evidence from Switzerland. European Financial Management, 12(2),
249–283.

Bird, F., & Smucker, J. (2007). The social responsibilities of international business firms in developing areas.
Journal of Business Ethics, 73(1), 1–9.

Bjorke, O. (1995). Manufacturing systems theory. Trondheim: TAPIR Publishers ISBN-82-519-1413-2.
Brown, M. E., Treino, L. K., & Harrison, D. A. (2005). Ethical leadership: a social learning perspective for

construct development and testing. Organizational Behavior and Human Decision-Making Processes,
97(2), 117–134.

Cadbury Committee. (1992). The report on the Committee on the Financial Aspects of Corporate
Governance. London: Gee Publishers.

Carroll, A. B. (1979). A three-dimensional conceptual model of corporate social performance. Academy of
Management Review, 4(4), 497–505.

https://doi.org/10.1007/s10551-016-3161-3
http://www.moleg.go.kr/english/korLawEng?pstSeq=47442andpageIndex=93
http://www.moleg.go.kr/english/korLawEng?pstSeq=47442andpageIndex=93


20 Patterson and Rowley

Carroll, A. B. (1999). Corporate social responsibility: evolution of a definitional construct. Business Society,
38(3), 268–295.

Carroll, A. B., & Hoy, F. (1984). Integrating corporate social responsibility policy into management. Journal
of Business Strategy, 4(3), 48–57.

CEOs Forum. (2017). Resource document. Pohang: POSCO.
Chan, L. M., Othman, J., & Jones, R. (2011). The conceptual model of personal moral philosophy (PMP) and

ethical decision making (EDM). Journal of Management Research, 3(2). https://doi.org/10.5296/jmr.v3
i2.752.

Chang, C. S., & Chang, N. J. (1994). The Korean management system: cultural, political economic
foundations. Westport: Quorum Books.

Chang, Y. K., Oh, W. Y., Park, J. E., & Jang, M. G. (2015). Explaining the relationship between board
characteristics and CSR: empirical evidence from Korea. Journal of Business Ethics, 140(2), 225–242.
https://doi.org/10.1007/s10551-015-2651-z.

Cho, Y. K. (1995). Corporate cultures of Korean big businesses. In Shin et al. (Eds.), Management
characteristics of Korean big businesses (pp. 321–377). Seoul: Seokyungsa (in Korean).

Cho, E. S. (2009). Work values and business ethics in Korea. Advances in Developing Human Resources,
11(2), 235–252.

Cho, J. Y. (2015). Overseas scandal: POSCO E & C involved in slush fund scandal. Seoul: Business Korea
Resource document. Korea Times. http://www.businesskorea.co.kr/english/news/industry/9293-overseas-
scandal-posco-ec-involved-slush-fund-scandal. Accessed 1 March 2017.

Cho, Y. H., & Yoon, J. K. (2001). The origin and function of dynamic collectivism: an analysis of Korean
corporate culture. Asia Pacific Business Review, 7(4), 70–88.

Choi, J. E. (1999). Confucian value on the corporate community and HRM in Korea. Seoul Journal of
Business, 5(1), 63–83.

Choi, T. H., & Jung, J. C. (2007). Ethical commitment, financial performance, and valuation: an empirical
investigation of Korean companies. Journal of Business Ethics, 81(2), 447–463.

Christie, P. J. M., Kwon, I. W. G., Stoberi, P. A., & Baumhart, R. (2003). A cross-cultural comparison of
ethical attitudes of business managers: India, Korea and the United States. Journal of Business Ethics,
46(3), 263–287.

Chung, A. Y. (2015). Ex-POSCO chairman indicted for corruption. Resource document. Seoul: The Korea
Times http://koreatimes.co.kr/www/news/nation/2015/11/116_190728.html. Accessed 1 March 2017.

Cowton, C. J. (1998). The use of secondary data in business ethics research. Journal of Business Ethics, 17(4),
423–434.

Davidrajuh, D. (2008). A conceptual model for ethical business decision-making under the influence of
personal relationships. International Journal of Business & Systems Research, 2(2), 1751–2018.

Dickson, M. W., Den Hartog, D. N., & Mitchelson, J. K. (2003). Research on leadership in a cross-cultural
context: making progress and raising new questions. The Leadership Quarterly, 14, 729–768.

Dubinsky, A. J., Jolson, M. A., Kotake, M., & Lim, C. U. (1991). A cross-national investigation of industrial
salespeople’s ethical perceptions. Journal of International Business Studies, 22(4), 651–670.

Edwards, M. (2008). Corporate governance ARC project. Issue paper series no. 6. Australia: University of
Canberra.

Ehrlich, C. P. & Kang, D. S. (2004). Chaebol Code of Conduct. In Legal reform in Korea, T. Ginsburg (Ed.),
Routledge Advances in Korean Studies (p. 106). New York: Routledge/Curzon.

Eisenhardt, K. M. (1989). Building theories from case study research. The Academy of Management Review,
14(4), 532–550.

Ethisphere Institute. (2015). The 2015 world’s most ethical companies. New York: New York.
https://ethisphere.com/ethisphere-announces-the-2015-worlds-most-ethical-companies/

Ferrell, O. C., Fraedrich, J., & Ferrell, L. (2015). Ethical decision-making in business: a managerial approach
(10th ed.). Stanford: Cengage Publishing.

Freeman, R. E. (1984). Strategic planning: a stakeholder approach. Boston: Pitman.
Fritzsche, D. F. J., Huo, Y. P., Sugai, S., Tsai, C. D. H., Kim, C. S., & Becker, H. (1995). Exploring the ethical

behavior of managers: a comparative study of four countries. Asia Pacific Journal of Management, 12(2),
37–61.

Ha, P. (2015). Slush funds and bribery scandals overshadow Vietnam’s highway procurement. Resource
document. Vietnamnet.vn. http://english.vietnamnet.vn/fms/business/127377/slush-funds-and-bribery-
scandals-overshadow-vietnam-s-highway-procurement.html. Accessed 1 March 2017.

Haines, R., & Leonard, L. (2007). Individual characteristics and the ethical decision-making in an IT context.
Industrial Management & Data Systems, 107(1), 5–21.

https://doi.org/10.5296/jmr.v3i2.752
https://doi.org/10.5296/jmr.v3i2.752
https://doi.org/10.1007/s10551-015-2651-z
http://www.businesskorea.co.kr/english/news/industry/9293-overseas-scandal-posco-ec-involved-slush-fund-scandal
http://www.businesskorea.co.kr/english/news/industry/9293-overseas-scandal-posco-ec-involved-slush-fund-scandal
http://koreatimes.co.kr/www/news/nation/2015/11/116_190728.html
https://ethisphere.com/ethisphere-announces-the-2015-worlds-most-ethical-companies/
http://english.vietnamnet.vn/fms/business/127377/slush-funds-and-bribery-scandals-overshadow-vietnam-s-highway-procurement.html
http://english.vietnamnet.vn/fms/business/127377/slush-funds-and-bribery-scandals-overshadow-vietnam-s-highway-procurement.html


Ethical management and leadership: a conceptual paper and Korean... 21

Hendry, J. (1999). Universalizability and reciprocity in international business ethics. Business Ethics
Quarterly, 9(3), 405–420.

Hitt, M. A., Beamish, P. W., Jackson, S. E., &Mathieu, J. E. (2007). Building theoretical and empirical bridges
across levels: multi-level research in management. Academy of Management Journal, 50(6), 1385–1399.

Hofstede, G. (1991). Cultures and organizations: software of the mind. Europe: McGraw-Hill Book Company.
Hostleier, C. (2011). Going from bad to good: combating corporate corruption on world. Bank-funded

infrastructure projects. Washington, D.C: The World Bank.
House, R. J., Hanges, P. J., Javidan, M., Dorfman, P., & Gupta, V. (2004). Culture, leadership, and

organizations: the GLOBE study of 62 societies. Thousand Oaks: Sage.
Iqbal, M. S., & Seo, J. W. (2008). E-governance as an anti-corruption tool: Korean case. Journal of Korean

Association for Regional Information Society, 6, 51–78.
Ireland, R. D., & Hitt, M. A. (1999). Achieving and maintaining strategic competitiveness in the 21st century:

the role of strategic leadership. The Academy of Management Executive, 18(1), 43–47.
Jackson, T. (2001). Cultural values and management ethics: a 10-nation study. Human Relations, 54, 1267–

1302.
Janelli, R. L., Im, T. H., & Janelli, D. H. (1993).Making capitalism: the social and cultural construction of a

South Korean conglomerate. Stanford: Stanford University Press.
Jung, M. (2015). POSCO subcontractors raided in slush fund investigation. Resource document. Seoul: The

Korea Times http://www.koreatimes.co.kr/www/news/nation/2015/03/116_175394.html. Accessed 1
March 2017.

Kalinowski, T. (2014). Corruption and anti-corruption policies in Korea.Work package: WP3, corruption and
governance improvement in global and intercontinental perspectives. In Paper on South Korea for anti-
corruption policies revisited. Hamburg, Germany: German Institute of Global and Area Studies (GIGA),
Hertie School of Governance.

Kang, W. (2006) Two decades of management reform. KET Issue Report. Samsung Economic Research
Institute, Seoul.

Kang, D. S., Stewart, J., & Kim, H. Y. (2011). The effects of perceived external prestige, ethical organizational
climate, and leader-member exchange (LMX) quality on employees' commitments and their subsequent
attitudes. Personnel Review, 40(6), 761–784. https://doi.org/10.1108/00483481111169670.

Kaptein, M. (1998). Ethics management: auditing and developing the ethical content of organisations. the
Netherlands: Springer-Science+Business Media, Kluwer Academic Publishers.

Kaufmann, D., & Vicente, P. (2005). Legal corruption. Washington, DC: World Bank
Ki, E. J., Lee, J., & Choi, H. L. (2012). Factors affecting ethical practice of public relations professionals

within public relations firms. Asian Journal of Business Ethics, 1, 123–141. https://doi.org/10.1007
/s13520-011-0013-1.

Kibum, K., & Uichol, K. (1997). Conflict, in-group and out-group distinction and mediation: comparison of
Korean and American students. In L. Kwok, K. Uichol, Y. Susumu, & K. Yoshihisa (Eds.), Progress in
Asian social psychology (pp. 247–260). Singapore: Wiley.

Kim, S. T. (2015a). New CSR: individual and corporate social responsibility. Seoul: ChongRan Publishing.
Kim, Y. E. (2015b). Prosecution to seek warrant for POSCO E & C’s ex-Vietnam head. Resource document.

Seoul: Korea Herald http://www.koreaherald.com/view.php?ud=20150320000799. Accessed 1
March 2017.

Kim Y. J. (2015c). Scandal-hit POSCO forms panel to restore tainted corporate image. Resource document.
Yonhap. Retrieved http://english.yonhapnews.co.kr/business/2015/05/14/0501000000
AEN20150514012200320.html. Accessed 1 March 2017.

Kim, Y. W., & Kim, S. Y. (2009). The influence of cultural values on perceptions of corporate social
responsibility: application of Hofstede’s dimensions to Korean public relations practitioners. Journal of
Business Ethics, 91(4), 485–500.

Kim, E. G., & Park, G. S. (2003). Nationalism, Confucianism, work ethic and industrialization in South Korea.
Journal of Contemporary Asia, 33(1), 37–49.

Kim, C. H., Amaeshi, K., Harris, S., & Suh, C. J. (2013). CSR and the national institutional context: the case
of South Korea. Journal of Business Research, 66(12), 2581–2591.

Kim, J. J., Eom, T. K., Kim, S. W., & Youn, M. K. (2015). Effects of ethical management on job satisfaction
and turnover in the South Korean service industry. International Journal of Industrial Distribution &
Business, 6(1), 17–26.

Kwon, O. Y. (2011). Does culture matter for economic development in Korea? Paper presented at the Korea
and World Economy X Conference. Claremont: Claremont McKenna College.

Kwon, S. S. (2015). Tale of political corrosion at Posco. Resource document. Seoul: Korea Joongang Daily.

http://www.koreatimes.co.kr/www/news/nation/2015/03/116_175394.html
https://doi.org/10.1108/00483481111169670
https://doi.org/10.1007/s13520-011-0013-1
https://doi.org/10.1007/s13520-011-0013-1
http://www.koreaherald.com/view.php?ud=20150320000799
http://english.yonhapnews.co.kr/business/2015/05/14/0501000000AEN20150514012200320.html
http://english.yonhapnews.co.kr/business/2015/05/14/0501000000AEN20150514012200320.html


22 Patterson and Rowley

Lee, S. M. (2002). Corporate social responsibility: comparing USA and Korea’s CSR. Korea Sociology, 36,
77–111 (translated from Korean).

Lee, H. S. (2015). POSCO to enhance ethical management. Resource document. Korea Times. http://www.
koreatimes.co.kr/www/news/biz/2016/07/123_182807.html. Accessed 1 March 2017.

Lee, C. Y., & Yoshihara, H. (1997). Business ethics of Korean and Japanese managers. Journal of Business
Ethics, 16(1), 7–21.

Lee K. H., & Kim, C. H. (2014). Corporate Social Responsibility (CSR) Practice and Implementation within
the Institutional Context: The Case of the Republic of Korea. In K. Low, S Idowu, Ang S. (eds) Corporate
Social Responsibility in Asia. CSR, Sustainability, Ethics & Governance. Cham, Springer.

Lee, E. M., Park, S. Y., Rapiert, M. I., & Newman, C. L. (2012a). Does perceived consumer fit matter in
corporate social responsibility issues. Journal of Business Research, 65(11), 1558–1564.

Lee, E. M., Park, S. Y., & Pae, J. H. (2012b). The effect of the perceived corporate fit on loyalty: the mediating
roles of the corporate social responsibility perception. Journal of Global Academy of Marketing, 21(1),
32–44.

Lewin, A. Y., & Stephens, C. U. (1994). CEO attitudes as determinants of organizational design: an integrated
model. Organization Studies, 15(2), 183–212.

Li, D. H. (1999). The analects of Confucius: a new-millennium translation (translated and annotated).
Bethesda: Premier Publishing.

Ma, L. C., & Smith, K. (1992). Social correlates of Confucian ethics in Taiwan. Journal of Social Psychology,
132(5), 655–659.

Matthews, C., & Gaudel, S. (2015). The 5 biggest corporate scandals for 2015. Resource document. New
York City: Fortune http://fortune.com/2015/12/27/biggest-corporate-scandals-2015/. Accessed 1
March 2017.

McGregor, J. (2017). More CEOs are getting forced out for ethics violations. Resource document. The
/Washington Post. https://www.washingtonpost.com/news/on-leadership/wp/2017/05/15/more-ceos-are-
getting-forced-out-for-ethics-violations/?utm_term=.d99777624299. Accessed 1 March 2017.

Nelson, T. (2003). The persistence of founder influence: management, ownership, and performance effect at
initial public offering. Strategic Management Journal, 24(8), 707–724.

Ngyuen, B., & Rowley, C. (2015). Ethical and social marketing in Asia. Elsevier Asian Studies Series. The
Head Foundation. Singapore: Chandos Publishing Elsevier.

Nielsen, R. (2000). The Politics of long-term corruption reform: A combined social movement and action
learning approach. Business Ethics Quarterly, 10, 1, 305–317.

Noh, H. W. (2015). Corruption investigation at POSCO widening to probe of illegal political funding.
Resource document. Hankokreh. http://english.hani.co.kr/arti/english_edition/e_national/708501.html.
Accessed 1 March 2017.

Nolle, A. (2010). Anti-corruption initiatives for South Korean water management: the perspective of economic
ethics. Published thesis, Munich: GRIN.

Oh, W. Y., Chang, Y. K., & Martynov, A. (2011). The effect of ownership structure on corporate social
responsibility: empirical evidence from Korea. Journal of Business Ethics, 104, 283–297.

Okoye, A. (2009). Theorising corporate social responsibility as an essentially contested concept: is a definition
necessary? Journal of Business Ethics, 89(4), 613–627.

Park, S. (2015). POSCO E&C executive arrested in slush fund probe. Resource document. Seoul:
Yonhapnews http://www.koreatimes.co.kr/www/news/nation/2015/03/116_175394.html.

Park, H. S., & Blenkinsopp, J. (2013). The impact of ethics programmes and ethical climate on misconduct in
public service organizations. International Journal of Public Sector Management, 26(2), 520–533.
https://doi.org/10.1108/IJPSM-01-2012-0004.

Park, H. J., & Kang, S. W. (2014). The influence of the founder’s ethical climate: empirical evidence from
south Kore. Social Behaviors Personality, 42(2), 211–222.

Park, H. S., Rehg, M. T., & Lee, D. G. (2005). The influence of Confucian ethics and collectivism on
whistleblowing intentions: a study of South Korean public employees. Journal of Business Ethics, 58(4),
387–403.

Park, J., Lee, H., & Kim, C. (2014). Corporate social responsibilities, consumer trust and corporate reputation:
South Korean consumers’ perspectives. Journal of Business Research, 67, 295–302.

Patterson, L., & Walcutt, B. (2014). Explanations for continued gender discrimination in South Korean
workplaces. Asia Pacific Business Review, 20(1), 18–41.

Pearlson, K., & Saunders, C. (2006). Managing & using information systems: a strategic approach (6th ed.).
John New Jersey: Wiley & Sons.

Prosecutors summon POSCO E&C executives over alleged slush funds. (2015). Resource document. Seoul:
Dong-A Ilbo.

http://www.koreatimes.co.kr/www/news/biz/2016/07/123_182807.html
http://www.koreatimes.co.kr/www/news/biz/2016/07/123_182807.html
http://fortune.com/2015/12/27/biggest-corporate-scandals-2015/
https://www.washingtonpost.com/news/on-leadership/wp/2017/05/15/more-ceos-are-getting-forced-out-for-ethics-violations/?utm_term=.d99777624299
https://www.washingtonpost.com/news/on-leadership/wp/2017/05/15/more-ceos-are-getting-forced-out-for-ethics-violations/?utm_term=.d99777624299
http://english.hani.co.kr/arti/english_edition/e_national/708501.html
http://www.koreatimes.co.kr/www/news/nation/2015/03/116_175394.html
https://doi.org/10.1108/IJPSM-01-2012-0004


Ethical management and leadership: a conceptual paper and Korean... 23

Reidenback, R. R., & Robin, D. P. (1991). A conceptual model of corporate moral development. Journal of
Business Ethics, 10(4), 273–284.

Resick, C. J., Hanges, P. J., Dickson, M. W., Mitchelson J. K. (2006). ‘A cross-cultural examination of the
endorsement of ethical leadership’. Journal of Business Ethics, 63, 345–359.

Resick, C. J., Martin, G. S., Keating, M. A., Dickson, M. W., Kwan, H. K., & Peng, C. (2011). What ethical
leadership means to me: Asian, American, and European perspectives. Journal of Business Ethics, 101(3),
435–457.

Robbins, S. F., & Judge, T. A. (2014). Organizational behavior (15th ed.). Upper Saddle River: Prentice Hall.
Rowley, C. (2013). The changing nature of management and culture in South Korea. In M. Warner (Ed.),

Managing across diverse cultures in East Asia: issues and challenges in a changing globalized world (pp.
122–150). London: Routledge.

Rowley, C., & Oh, I. (2017). Business ethics in Asia: examples in historical context. London: Routledge.
Rowley, C., & Paik, Y. (2009). The changing face of Korean management. London: Routledge.
Ryu, H., Grove, H., & Clouse, M. (2015). The application of accounting fraud models to South Korean

companies listed on the United States Stock Exchanges and implications for auditors. International
Research Journal of Applied Finance, 11, 658–666.

Schein, E. H. (1985). How culture forms, develops, and changes. In R. H. Kilmann, M. J. Saxton, & R. Serpa
(Eds.), Gaining control of the corporate culture (pp. 17–43). San Francisco: Jossey-Bass.

Schein, E. H. (1995). The role of the founder in creating organizational culture. Family Business Review, 8(3),
221–228.

Schopf, J. C. (2011). Following the money to determine the effects of democracy on corruption: the case of
South Korea. Journal of East Asian Studies, 11, 1–39.

Scott, W. R. (2004). Institutional theory. In G. Ritzer (Ed.), Encyclopaedia of social theory (pp. 408–414).
Thousand Oaks: Sage.

Senior, I. (2006). Corruption—the world’s big C. London: Institute of Economic Affairs Corruption - The
World's Big C.

Shen, L. (2017). The biggest business scandals of 2017. Resource document. Forbes. http://fortune.com/2017
/12/31/biggest-corporate-scandals-misconduct-2017-pr/. Accessed 1 March 2017.

Shin, Y. H., Sung, S. Y., Choi, J. W., & Kim, M. S. (2015). Top management ethical management and firm
performance: mediating role of ethical and procedural justice climate. Journal of Business Ethics, 129,
43–57. https://doi.org/10.1007/s10551-014-2144-5.

Smith, H., & Hasnas, J. (1999). Ethics and information systems: the corporate domain. MIS Quarterly, 23(1),
109–127.

Smucker, J. (2005). The formation of business practices in South Korea. In Bird, Raufflet, & Smucke (Eds.),
International business and the dilemmas of development (chapter 8). London: Palgrave MacMillan.

Sohali, M., & Cavilli, S. (2008). Accountability to prevent corruption in construction projects. Journal of
Construction Engineering and Management, 134(9), 729–738.

Song, Y. H., & Meek, C. B. (1998). The impact of culture on the management values and beliefs of Korean
firms. Journal of Comparative International Management, 1(1).

Son-Van Khoa, Thai (2015). Vietnam responds to South Korea’s slush fund scandal, finds nothing amiss.
Resource document. Thanh Nien News. http://www.thanhniennews.com/business/vietnam-responds-to-
south-koreas-slush-fund-scandal-finds-nothing-amiss-40728.html. Accessed 1 March 2017.

South Korea’s corruption campaign affects growing number of chaebol, complicating future economic growth
(2015). Seoul: iHS.

Statement on Park Geun-hye as South Korea’s newly elected president. (2012). Resource document. Seoul:
Transparency International Korea https://www.transparency.org/. Accessed 1 March 2017.

Svensson, G., & Wood, G. (2008). A model of business ethics. Journal of Business Ethics, 77(3), 303–322.
Svensson, G., & Wood, G. (2011). A conceptual framework of corporate and business ethics across

organizations. The Learning Organization, 18(1), 21–35.
Tamyalew, A. (2013). A review of the effectiveness of the anti-corruption and civil rights commission of the

Republic of Korea. Washington, DC: World Bank.
Tejada, C. (2017).Money, power, family: inside South Korea’s Chaebol. Resource document. New York: New

York Times https://www.nytimes.com/2017/02/17/business/south-korea-chaebol-samsung.html.
Towards Participatory and Transparent Governance: reinventing Government (2007). 6th Global Forum on

reinventing government: towards participatory and transparent governance. 26–27 May 2005, Seoul.
United Nations, NY: New York

Transparency International (2017, 2014). Resource document. Berlin: Transparency International.
https://www.transparency.org/country#KOR.

http://fortune.com/2017/12/31/biggest-corporate-scandals-misconduct-2017-pr/
http://fortune.com/2017/12/31/biggest-corporate-scandals-misconduct-2017-pr/
https://doi.org/10.1007/s10551-014-2144-5
http://www.thanhniennews.com/business/vietnam-responds-to-south-koreas-slush-fund-scandal-finds-nothing-amiss-40728.html
http://www.thanhniennews.com/business/vietnam-responds-to-south-koreas-slush-fund-scandal-finds-nothing-amiss-40728.html
https://www.transparency.org/
https://www.nytimes.com/2017/02/17/business/south-korea-chaebol-samsung.html
https://www.transparency.org/country#KOR


24 Patterson and Rowley

Trauffer, C. V., Bekker, C., Bocarnea, M., &Winston, B. E. (2010). Towards an understanding of discernment:
a conceptual paper. Leadership and Organization, 31(2), 176–184.

Uri, GNP split on who is the most corrupt. (2005). Resource document. Seoul: Samsung Economic Research
Institute.

Victor, B., & Cullen, J. B. (1988). The organization bases of ethical work climates. Administrative Science
Quarterly, 33(1), 101–125.

Vieira, M. E. R. (2013). The effects of ethical behavior on the profitability of firms—a study of Portuguese
construction industry. Published dissertation. Lerira: Institute Polinecnico de Leiria

Vietnam responds to RoK’s slush fund scandal (2017). Resource document. Voice of Vietnam. https://www.
vietnambreakingnews.com/2017/01/vietnam-responds-to-roks-slush-fund-scandal/. Accessed 1
March 2017.

Vietnam to inspect projects embroiled in South Korea’s slush fund scandal. (2015). Resource document.
Thanh Nien News. http://www.thanhniennews.com/politics/vietnam-to-inspect-projects-embroiled-in-
south-koreas-slush-fund-scandal-40946.html. Accessed 1 March 2017.

Vroom, V., & Yetton, P. W. (1973). Leadership and decision making. Pittsburgh: University of Pittsburgh
Press.

Wang, L. (2011). Factors effecting perceptions of corporate social responsibility implementation: an emphasis
on value. Published dissertation University of Helsinki, Helsinki.

What is economic democracy anyway? (2012). Resource document. Seoul: Samsung Eceonomic Research
Institute.

What is ethical management? (2014). Resource document. Seoul: National Agricultural Cooperative
Federation https://www.nonghyup.com/eng/Ethical/EthicalManagement/Definition.aspx. Accessed 1
March 2017.

Yoo, S. J., & Lee, S. M. (1987). Management style and practice of Korean chaebols. California Management
Review, 22(4), 95–100.

Yum, J. O. (1991). The impact of Confucianism on interpersonal relationships and communication patterns in
East Asia. In L. A. Samovar & R. E. Porter (Eds.), Intercultural communication (pp. 66–78). Belmont:
Wadworth Publishing Company.

Zhang, L., & Gowan, M. (2012). Corporate social responsibility, applicants’ individual traits, and organiza-
tional attraction: a person-organization fit perspective. Journal of Business and Psychology, 27(3), 345–
362.

Publisher’s note Springer Nature remains neutral with regard to jurisdictional claims in published maps and
institutional affiliations.

https://www.vietnambreakingnews.com/2017/01/vietnam-responds-to-roks-slush-fund-scandal/
https://www.vietnambreakingnews.com/2017/01/vietnam-responds-to-roks-slush-fund-scandal/
http://www.thanhniennews.com/politics/vietnam-to-inspect-projects-embroiled-in-south-koreas-slush-fund-scandal-40946.html
http://www.thanhniennews.com/politics/vietnam-to-inspect-projects-embroiled-in-south-koreas-slush-fund-scandal-40946.html
https://www.nonghyup.com/eng/Ethical/EthicalManagement/Definition.aspx

	Ethical management and leadership: a conceptual paper and Korean example
	Abstract
	Introduction
	Framing the concepts
	Business ethics
	EM
	Corporate social responsibility
	Ethical management versus corporate social responsibility


	Overview of Korean EM
	Confucianism and ethical beliefs
	Developmental approaches for EM
	Phase I: introducing EM from Western examples (1997–2002)
	Phase II: government intervention: emphasis on transparency (2003–2007)
	Phase III: government intervention: emphasis on self-regulation (2008–12)
	Phase IV: government intervention: emphasis on economic democratization (Post-2012)


	An example of a lack of EM
	Discussion and recommendations: how to improve business ethics and EM in global operations
	Ethical decision-making theories and a conceptual model
	Principles or recommendations for less corrupt business practices


	Conclusion
	References




