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ABSTRACT

A Study on the Practice & Development course of
Ethics Management of Small Medium Enterprises

Paek Seung Hak

Major in Digital Small and Medium
Business Adminstration

Graduate School of Digital Small
and Medium Business Management
Hansung University

With the cases that the American world-class companies such as
Enron and Worldcom went into bankruptcy owing to their window
dressing settlements, international economic organizations(WTO, OECD,
World Bank, etc) 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
organization like as the Transparency International have actively
advocated anti—corruption movements and stronger compliance to
ethical laws & regulations. Domestically, there has been increasing
demand to implement ethics management in Korean companies since
the national financial crisis in 1997 and ethics management pressure

from the government and citizens’ party is increasing as well.

These environmental changes have become critical factors for
companies to introduce and to implement ethics management and thus
the sentence, "Business ethics is a new form of competitiveness in
21th century” has become common.

This expression is very important because that the companies are
core elements of national economy in these days and is applied to



small medium enterprises(SMEs) as well as large ones. Because
SMEs stay heavy predominant over large enterprises in view of
company numbers & employee ones. (company: SME 99.9%, Large
0.1%, employee: SME 88.1%, Large 11.9% in the year of 2005)
Nevertheless SMEs have no concept to ethics management and have
coarse actuality in side of practice such as making a ethical norm.
Therefore, this thesis aims to grope for the practice way and
development course for SMEs to accelerate induction of ethics
management after

examining the ethics awareness of SMEs’ CEOs and the practice

status of ethics management in those companies.

First of all, the extent of ’'understanding’ & ’concern’ of SMEs’
CEOs to ethics management are affirmative level slightly high over
the middle point (separately, affirmative percentage are 65.5%, 60.0%).
They feel the extent of ’'needs’ about ethics management more
strongly(74.5%) than these, and accept the extent of 'ethics
management result’ nearly to ’'needs’ (709 zone). Also they
concentrated their opinions that the ethics management should be more
reinforced for the good future of SMEs.

The number of companies participated in that question survey is 110
totally. But the more questions step is advanced, the more the number
of answering is decreased owing to rule of "no come—under, no check”.
Namely, 66.4%6 of 110 companies answered questions in 'base level of
ethics management’ and 33.6% of those in ’'progressive level’. This
shows the present position of SMEs directly in ethics management
field at the present time.

The number of companies answering that they operate practice item
questioned with the half or over portion(6711 items) in progressive
level (total items are 11) is only 13 companies.( 11.6% to total 110
companies), and those companies are, in my judgement, truly practiced
ethics management.

Taking into account that the rise and fall of SMEs make effect
seriously to national economy, I think every SME has to obey the



minimum practice way of ethics management as follows;

First, CEO must perceive the truth that ethics management forms
the general trend, so induce the essential curriculum of ethics
management education and make operation it over and over.

Second, the ethical norm should be made to support the management
philosophy of CEO and judgement basis for common activities of
every employee.

Third, it i1s necessary to operate the report a person for giving &
receiving of money or other valuables according to process.

Forth, it may be difficult for someone to take full charge of ethics
management job because of poor organization structure and manpower
condition in most SMEs. But, at the least, some post or person in
charge should include that job clearly to hislher] own and execute
together.

Also, the needful institutions for the cultivation of ability for ethical
decision making and ethics management spread should be taken effect
as follows to fundamental practice ways for ethics management above
mentioned.

First, to begin with, CEO has the philosophy and make a role
tightly for ethics management to establish the base of biz ethics. And
then making a desirable organizational atmosphere and the education of
moral & human nature to every employee should be done.

Second, it needs to connect ethics management with strategic
decision making to cultivate the ability of ethical decision making, and
it 1s required to manage stakeholder and crisis systematically from the
view of enterprise management.

Third, the essential institutions for ethics management proliferation
are as follows; For ethical company a tax benefit, a preferential
treatment such as credit guarantee, a free ethics management
consulting for volunteer company, a continuous operation socially of
ethics management campaign, an induction of ethics management
education curriculum to school or industrial academy , etc.

In addition I think it is good for SMEs to be put under examination



of induction & practice of ethics management program when those are
taken lending money or credit guarantee from financial agency.

Now, forwarding countries and Korea are all faced the trends
requiring ethics management, SMEs have to participate in ethics
management positively to survive continuously no less than large
enterprises from now. So this thesis dealt with appropriate practice
ways & development course of ethics management equally. But this
thesis has the following limits. That is; it needs a back up of
statistical approach result in the future to enhance the scientific
reliability, and it needs to provide a means continuously for
enforcement of objectivity about the research result by using of
method like as receipt of proof or confirmation the fact by the third
party with regard to operating result of ethics management program
about the subject SMEs of research.



