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Abstract

Motivated by increasing investment of South Korean (SK) companies in the Czech Republic
CR) and intensifying trade exchange between the two countries, this article investigates two
important aspects of Czech business environment — governance and business ethics (BE)
practices. With regards to governance, this text finds that although the CR seems to rank
somewhat better on four out of six WGI aggregate indicators (Voice and Accountability,
Political Stability and Absence of Violence, Regulatory Quality, and Rule of Law), as the
confidence intervals for both countries overlap, better CR performance can only be confirmed
for one indicator, i.e. Political Stability and Absence of Violence. Similarly, SK seems to
outperform the CR on Government Effectiveness and Control of Corruption, however, this
result is not clear for the same reason. We find that on all six aggregate indicators, SK and the
CR show similar strengths as well as weaknesses, with the main difference being in the
ranking, rather than different components or attributes themselves. In terms of BE, we use a
questionnaire survey and we then explain our findings through categories of culture based on
Hofstede, GLOBE Project and Trompenaars models. Similarly to governance practices, we
find that CR and SK ethical attitudes and perceptions are more similar than expected. In
general, Korean respondents perceive unethical practices as less of a problem. In both
countries, unethical practices related to bribing and unfair pricing practices seem to bother
respondents most, while Koreans report difficulties with unfair competitive practices much
less often that Czech respondents. In BE promotion, Korean companies rely more heavily on
CEOQ'’s as opinion leaders, and punishment for unethical behaviour, whereas in the CR, the
number one tool is corporate philosophy including ethics. Czech respondents feel less
responsible to local community, society, and government and report the experience with
ethical conflict between their personal ethics and the interests of their organizations more
often than Korean respondents, and they appear much more situational. In making unethical
decisions, Korean respondents would more strongly follow their superior and, overall, would
place higher importance on ethical climate of the industry that Czech respondents. When
faced with four hypothetical situations, in both countries, respondents thought they were
more ethical than an average manager. The main difference was that in their behaviour and in
how they felt about their own acts Koreans would be more strongly influenced by the overall
ethical climate than Czech respondents.

Keywords: governance practices, business ethics, South Korea, Czech Republic, cultural
differences
JEL Classification: F2, M5, Z1



| Introduction

The beginning of new millennium was marked by several important developments in the
world economy. First, the beginning of the 21% century brought a series of accounting and
business ethics scandals, that shattered public trust in good corporate governance and
business ethics practices worldwide. Not long after that, global economy faced another shock
in the form of global financial crisis that spread from the USA to the rest of the world and
gradually spilled over into global economic crisis, commonly referred to as Great Recession.
What these mentioned developments have in common is that they have shown vulnerability
of countries and their companies to external economic shocks and they have equally served to
emphasize public distrust in good business practices, as lack of good and ethical governance
has often been considered as one of the main contributing factors to the outbreak of the crisis
on the level of both, country governments as well as companies.

On the background of this development, the ability to sustain and strengthen international
trade ties with foreign markets has become even more important for countries as well as for
companies to overcome the effects of the crises and improve the prospects of future economic
growth. One of the ways to enhance the position in the world economy is through preferential
trade agreements or regional integrations, which are increasing becoming an important tool
for countries to boost their growth. In line with this, in 2010, South Korea signed an FTA
(Free Trade Area) agreement with the European Union (EU), which, next to the USA, is
Korea’s major export market the EU is South Korea's fourth export destination (after China,
Japan and the US)®. As the FTA came into effect in July, 2011, South Korea intensified its
effort towards the development of closer business ties with the region.

Due to its unique geographic position as well as other comparative advantages, such as well-
educated workforce and competitive labour costs, for South Korea, the Czech Republic (CR)
has become one of the main points of entry to the EU market. With increasing investment in
the Czech Republic, Korean firms are bringing with them their local cultures, work and
thinking styles, all of which are factors that strongly influence business and corporate
governance practices. Unfortunately, it is often the case that these different practices
stemming from different cultural background and experience of companies become the
source of conflict and constitute an obstacle to the realization of stronger benefits from
mutual cooperation. In this respect, this article in motivated by a number of conflicts
resulting from the use of different business practices reported by Czech as well as Korean
companies entering in mutual business relationship(for example, when Hyundai built its plant
in Nosovice, CR, Czech employees had big difficulties adjusting to Korean management
practices). Specifically, this article focuses of two major aspects of company management
and business environment — business ethics (BE) practices and governance practices, as these
areas are especially prone to conflict or misunderstandings. The main aims of this article are
to a) describe and compare governance and BE practices in both countries, b) identify
similarities and differences in governance and BE practices between South Korea and CR, ¢)
explain these differences from the viewpoint of culture.

The remainder of the article proceeds as follows. In the second section, prior studies are
reviewed, and in the third section, methodology and data description are provided. Analysis,

! Source: http://ec.europa.eu/trade/policy/countries-and-regions/countries/south-korea/, accessed: March,
20" 2015
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constituting the main body of this article, can be found in the fourth section, and the whole
article concludes in the fifth section.

Il Prior Studies

Country governance and business ethics practices in South Korea and the Czech Republic
have been studies by a number of authors before. Among those related to SK, most studies
either focus on Korean practices only (Choi & Jung, 2008; Irwin, 2010 for BE); or, much
more often, conduct cross-cultural comparison while using USA or Japan (and other Asian
countries) as other countries for comparison (for example, Choi & Nakano, 2008; Bae &
Chung, 1997; Christie et al., 2003; Lee & Yoshihara, 1997; Park et al., 1997). Some of them
attempt to relate existing governance and BE attitudes to culture (Cho, 2009), or to other
important attributes of business environment, such are financial reporting (Choi & Pae, 2011).
With regards to governance practices, the situation is very similar. Some studies (Kim et. Al.,
2011; Trautvetter, 2010, Bingham et Al.) attempt to track the development of current Korean
governance practices from historical perspective, or again conduct comparison between
Korean and Japanese or US’ practices (Ahmadjian & Song, 2004) or mainly focus on
corporate governance (e.g. Campbell & Keys, 2002), few of them focus on good country
level governance practices, and these are often related to economic perspective (Kalinowski
et. Al, 2014).

From the CR perspective, the situation is quite similar — some studies focusing on Czech
governance exist (Guasti et Al., 2014), and these often relate governance practices to
transitional process (e.g. Potucek, 2008) or as the issue of integration and accession in the EU
(Potucek, 2009). Some studies consider cultural perspective (Graziano & Winkler, 2012),
while a vast body studies examining Czech corporate governance specifically exists (e.g., Mc
Gee 2009; Deloitte Czech Republic 2013, Pohl et. Al, 2013). As for Czech BE, situation is
not much different with the exception that the number of studies on Czech BE is smaller,
while preference is given to the study of Corporate Social Responsibility (CSR). Among
authors writing about BE in the CR, we should especially mention Bohata (1997), Putnova
(1999, 2000, 2001, 2007) and Nemcova (2001), who solely focus on Czech BE. Among more
recent authors we may mention Travnickova (2005) and Canik and Canikova (2006), who
pay attention to the BE tools used by Czech companies and also briefly mention some
differences between small and large companies and the difference between private and public
sector. More recently, we would like to mention Sipkova & Choi (2015), who study ethical
perceptions of Czech respondents and find that unethical practices are still quite common in
the CR and that Czech companies still rely heavily on informal promotion of BE. Of special
importance for our paper is also the article of Sipkova & Choi (2013), who study the
differences between BE of SME and large enterprises on a sample of companies including
Czech Republic and South Korea, and thus also provide some limited country-comparison.

In view of the above, it is apparent that with regards to governance and BE practices in SK
and the CR, current body of literature provides mostly mono-thematic studies in the sense
that they only focus on one country, or multi-country studies that tend to take the view of
West vs. East, as they often focus on comparison with the USA on the one hand, or other
Asian countries on the other hand. However, this view is not applicable to our topic, as the
CR is a middle-size Central European economy with communist past, which makes it
different from the “West’ but also from the *East’. Our article thus helps to fill in the gap in
existing literature, and is even more important for practitioners, since, as already mentioned,



increasing and strengthening business ties between SK and CR call for more detailed
examination of business and governance practices specifically in these two countries.

111 Data and Methodology

This paper draws upon several resources. First, the data regarding governance practices was
sourced from the Worldbank, World Governance Indicators (WGI) database?, which provides
country-level data for 215 countries. Country governance is assessed based on six aggregate
indicators (dimensions) which are (1) Voice and Accountability (VA), Political Stability and
Absence of Violence (PSAV), Government Effectiveness (GE), Regulatory Quality (RQ),
Rule of Law (RL) and Control of Corruption (CC). For each dimension, a value between
approximately -2.5 (weak governance) and 2.5 (strong governance) is provided, and each
country is given a percentile rank on each dimension. In our text, we consider data for 2013,
as detailed time analysis would go beyond the limited scope of this paper.

Second, BE data for Korea and the Czech Republic was obtained through survey conducted
by the authors. In both cases, the survey instruments were based on the original survey of
Baumbhart (1961), which was later used in extended and updated form by other authors (e.g.
Brenner and Molander (1977) and Vintell and Fetervand (1987). For the purpose of the
survey in South Korea and the Czech Republic, the questionnaire was translated into local
languages (Korean and Czech), and the amounts were expressed in domestic currencies. In
Korea, the data was collected in 2005, with the questionnaire self-administered and later
directly collected from companies by research staff. In the Czech Republic, the data was
collected in 2010. Similarly to Korea, the questionnaire was self-administered; however,
filled in forms were not collected by researchers in person, but returned by respondents via e-
mail. In both cases, the survey was fully anonymous.

Finally, culture-related explanations are based on data provided by three well-known sources,
that is Hofstede (The Hofstede Centre, accessed 3/2015), Trompenaars (1994), and GLOBE
Project (GLOBE Project Homepage, accessed 3/2015). These three sources were selected as
their works are by now considered as classical in the field and in all cases, data is available
for South Korea as well as the Czech Republic.

IV Results

The result section is divided into three subsections. In the first part, basic cultural features of
Korean and Czech society and business environment are going to be reviewed, as they are
later used in explanation of some of our findings. The second subsections focuses on country-
level governance practices in CR and SK, and the thirds subsection analyses Czech and
Korean BE attitudes, which it attempts to explain by the use of various categories of culture.

IV. 1 Cultural Practices

As apparent from Table 1, based of Hofstede ‘6 D’ model, South Korea can be described as
a country with a relatively high power distance (60). This means that Korean culture
supports hierarchy and differences between people based on their seniority and social status,
which largely depends on age, education, position in a company, and the family the person
was born into. Kim (Kim & Lee, 2003) describes Korean culture as authoritarian, with some
autocratic features, that were emphasized in local culture by Japanese occupation. Korean

2 http://info.worldbank.org/governance/wgi/index.aspx#tdoc-cross
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belongs among collectivistic countries, where the interests of groups prevail over the
interests of individuals, with the primary in-group for Korean society being family. Alston
(1989) points that Korean collectivism is mainly hierarchical, with emphasis put on harmony
between unequals. For the purpose of this paper, it is important to point out that Koreans are
highly loyal to the companies or organizations they work for, and this loyalty is even stronger
than that of Japanese (Choi & Nakano, 2008). Korean high collectivism is also related to
networking and focus on relationship building, which is prevalent in the local society.

Korean society belongs among societies with strong importance of feminine values, such as
harmony, relationship orientation, strive for solidarity and consensus. Nevertheless, the
position of men and women in the society is still unequal, with men enjoying the dominant
position. As for uncertainty avoidance, in Korean society it is very high. This means that
Korean feel uncomfortable with uncertain, unpredictable or changing situations, some of the
ways of tackling uncertainty being the existence of detailed rules and norms regarding
people’s behaviour in different situations and personalization of business (and other)
relationships. South Korea is long-term and pragmatic oriented society, with the preference
of stable long-term goals of current profits, which strongly manifest in company management
and corporate governance. Finally, Korean society is a relatively low-indulgent society, in
which natural impulses and desires are controlled by numerous social rules and obligations.

As for GLOBE project dimensions (Table 2), in general, it is possible to say they are in line
with Hofstede model. Nevertheless, we would like to point out a few things. First, GLOBE
project distinguishes between institutional collectivism (defined as "the degree to which
organizational and societal institutional practices encourage and reward collective
distribution of resources and collective action”, Globe Project Homepage) and in-group
collectivism (defined as "the degree to which individuals express pride, loyalty, and
cohesiveness in their organizations or families”, Globe Project Homepage), both of which are
high in South Korea.

What is also noteworthy is relatively strong performance orientation (4.55), low gender
egalitarianism (2.50) and relatively strong degree of assertiveness (4.40).

Finally, in terms of Trompenaars dimensions, we would especially wish to mention strong
particularism, the lesser tendency to differentiate between private and work life (diffuse
society), and status ascription. Especially the dimension of particularism is very relevant for
this text. According to Trompenaars (1994), in particularistic societies ‘greater attention is
given to the obligations of relationships and unique circumstances’, ‘friendship has special
obligations and hence may come first” and ‘less attention is given to abstract societal codes’.
Obviously, as this dimension deals with the application of rules based on relationship and not
to everyone on equitable basis, this may cause problem with different understanding of
morale and ethics between particularistic and universalistic countries, in which rules are
clearly defined and applied in the same way to everyone.

When talking about the Czech Republic, we can see some significant differences. In terms of
Hofstede model (Table 1), the Czech Republic can be rather described as an individualistic
society (58) with looser ties between individuals and groups, stronger focus put on individual
achievement and rights and management based on managing individuals. Furthermore, Czech
society is also more masculine than the Korean one, with more equal position of men and
women in the society and relatively more focus put on performance and competition, rather
than social harmony and consensus. What is important is a relatively high degree of anxiety
avoidance, dimensions, according to which the CR is similar to Korea. However, due to



Czech communist past, stronger generation difference on this dimension can be expected.
Generation of about 45 years old and older, who have spent major part of their lives under
totalitarian rule, tend to be more anxiety avoidant than the new generation, which is not
burdened by the same experience. Czech society also belongs among those with long-term
orientation, even though when compared with South Korea, CR is somewhat less long-term
oriented (100 SK, 70 CR). Similar to Korean society, Czech society is equally described as
low-indulgent.

With regards to GLOBE, it is interesting to see that much a bigger difference exists between
the power distance indexes for CR (3.59) and for SK (5.61), where power distance is much
higher (while based on Hofstede scores CR is supposed to be only slightly less power distant
than SK). When Hofstede and GLOBE results are combined, it is possible to say that Korea
is clearly more power-distant than the Czech Republic. As for collectivism, similarly to
Hofstede scores, CR shows much less of institutional as well as in-group collectivism than
SK, and more of gender egalitarianism. General level of assertiveness seems to be lower in
CR than in SK. To finish brief culture dimension overview, Czech society is universalistic
society (quite different from particularistic Korea) and there is more clear separation between
work and private life (specific).

IV. 2 Governance Practices

This section of the paper focuses on corporate governance in both examined countries. As
Kaufmann et. Al (2010) suggest, WGI defines governance as “the traditions and institutions
by which authority in a country is exercised. This includes (a) the process by which
governments are selected, monitored and replaced; (b) the capacity of the government to
effectively formulate and implement sound policies; and (c) the respect of citizens and the
state for the institutions that govern economic and social interactions among them.”. As such,
corporate governance and governance practices in general constitute one of the major success
factors in international economic relations. As the idea of good governance may differ across
countries and its understanding is also culture-related, we use the above cultural description
to try to explain the difference identified between CG practices in the CR and SK.

As mentioned in the methodology section, based on the Worldwide Governance Indicators
(Table 3; World Bank (1)), governance is assessed on six different dimensions - Voice and
Accountability (VA), Political Stability and Absence of Violence (PSAV), Government
Effectiveness (GE), Regulatory Quality (RQ), Rule of Law (RL) and Control of Corruption
(CC). Each time, two of these dimensions correspond to one area in the definition above, that
is, VA and PSAV represent the area related to government selection and monitoring (a)
above), GE and RQ represent government ability related to formulation and implementation
of policies, and RL together with CC express states’ and citizens’ respect for governance
institutions. As obvious from the definitions, WGI dimensions do not exist independently
from each other, for example, as Kaufmann et. Al. (2010) point out, better accountability
mechanism are likely to be associated with less corruption, etc. Another important issue is
that WGI rely on perception-based governance data sources. As perceptions are closely tied
to cultural environment, the objective situation as to the quality or level of a specific
measure/dimension, may be perceived differently.

Czech Republic

The first composite measure to be examined here is Voice and Accountability, which WGI
define as ‘perceptions of the extent to which a country's citizens are able to participate in
selecting their government, as well as freedom of expression, freedom of association, and a



free media’ (Kaufmann et. Al, 2010). As Table 3 shows, in 2013, the CR index stood at 0.96,
with percentile rank of 86.79. More detailed breakdown into individual indicators (World
Bank, (2)) used in the construction of VA reveals that in the CR, governance is considered
strong based on the Bertelsmann Stiftung’s Transformation Index (BTI) (‘index which
analyzes and evaluates whether and how developing countries and countries in transition are
steering social change toward democracy and a market economy’ (Transformation Index, BTI,
2014), with high political participation, stable democratic institutions and high political and
social integration. Other composite indicators also point at low involvement of military in
politics and high democratic accountability and high press freedom. The biggest weaknesses
are represented by low transparency of government policy, the existence of favouritism in
decisions of government officials and limited effectiveness of law-making body.

The second major governance indicator is Political Stability and Absence of Violence
(‘perceptions of the likelihood that the government will be destabilized or overthrown by
unconstitutional or violent means, including politically-motivated violence and terrorism’,
Kaufmann et. Al, 2010), on which in 2013 the CR percentile rank was 84.36, with the
estimate of 1.05. Detailed examination shows that CR biggest strengths related to this
dimension are protection of human rights and low risk of political terror, along with limited
risk of civil conflict and high government openness. Areas for improvement constitute
increasing ethnic tensions and still-improvement needing government stability with some
security risk.

Strongly related to this dimension is the dimension of Government Effectiveness
(‘perceptions of the quality of public services, the quality of the civil service and the degree
of its independence from political pressures, the quality of policy formulation and
implementation, and the credibility of the government's commitment to such policies’,
Kaufmann et. Al, 2010) generally belonging among CR weaknesses. The CR percentile rank
is 75.12, with the estimate standing at 0.88. Detailed inspection of individual indicators
reveals relative strengths of in terms of the high level of provision of public goods such as
good public school systems, high level and good availability of basic health services,
drinking water and sanitation, electricity coverage, transport infrastructure and maintenance
and waste disposal. Still stronger, but needing some improvement, are the quality of
government’s bureaucracy and political consistency and forward planning. On the other hand,
the most heavily criticised areas include the insufficient speed with which government
economic politicise react to the changes in the economy, political interference in the public
service, and the already mentioned ineffective implementation of government decisions.

In terms of Regulatory Quality (‘perceptions of the ability of the government to formulate
and implement sound policies and regulations that permit and promote private sector
development’, Kaufmann et. Al, 2010), the CR percentile ranks is 81.82, the estimate
achieving 1.09. Here, the Czech Republic scores high with regards to well-manager transition
process from centrally planned economy with totalitarian regime to democracy and
competition-based market economy system, followed by good quality labour, tax, customs
and trade regulations supportive of business growth, and relatively good compatibility of
legislation with local legal system. Major developmental areas include excessive burden of
government regulations along with limited effectiveness of anti-trust policy.

The fifth composite measure here is the Rule of Law (‘perceptions of the extent to which
agents have confidence in and abide by the rules of society, and in particular the quality of
contract enforcement, property rights, the police, and the courts, as well as the likelihood of



crime and violence’, Kaufmann et. Al, 2010), on which the CR has the percentile rank of
82.46, and the estimate of 1.00. Positively assessed indicators mostly point out well-
functioning judiciary system, separation of powers and guarantee of civil rights, and virtually
non-existent trafficking in people. Insufficient intellectual property rights and property rights
protection, inefficient legal framework in challenging regulations, and reliability of police
service belong among the areas in most need of improvement.

As far are the last measure, Control of Corruption (‘perceptions of the extent to which
public power is exercised for private gain, including both petty and grand forms of corruption,
as well as "capture” of the state by elites and private interests’, Kaufmann et. Al, 2010), is
concerned, with the estimate of 0.19 and percentile rank 62.68, it represent CR biggest
weakness. The most problematic areas involve reported widespread corruption in government,
existence of bribing, and corruption between administration and various types of business
environment agents including citizens. On the other hand, it must be noted that the composite
indicators from e.g. Business Enterprise Environment Survey by the World Bank (considered
non-representative source by WGI) and Global Insight Business Conditions and Risk
Indicators (considered a representative source by WGI), assess the changes of encountering
the situation when bribe (special additional payment) will be necessary, and level of
corruption/bribe intrusiveness with the growth of business and bureaucracy as low (on the
scale from 0 to 1, 1 the best, 0 the worst, the CR scores 0.91 for Business Enterprise
Environment Survey, and 0.75 for Global Insight Business Conditions). As composite
indicator, the BTI Bertelsmann Transformation Index (Transformation Index BTI, 2014) also
considers the CR to be quite successful in anti-corruption policy and the prosecution of office
abuse (0.7 on the same scale).

South Korea

As for VA in South Korea, the estimate stands at 0.69 for 2013, with the percentile rank of
68.25 (World Bank (3)). Major strengths here include institutional permanence with good
representation of population and organized interests in the political system, and, similarly to
the CR, stability of democratic institutions with political and social integration, and low
involvement of military in politics and good democratic accountability. As for the weak
points, they are low confidence in honestly of elections, high favouritism in decision of
government officials, low effectiveness of law-making body, and low transparency of
government policymaking.

PSAYV seems to belong among South Koreas weak points, as the percentile rank of 56.87 and
the estimate of 0.24 suggest. Positive aspects related to this dimension include limited civil
conflict and civil unrest, low terrorist threat, and relatively good government stability. On the
other hand, on the same dimension, SK is considered as low performing by Economic
Intelligence Unit belonging among WGI representative sources (0.45 on the scale between 0
and 1, 1 the best performance), and the risk of political instability is considered relatively
high by World Competitiveness Yearbook (Institute for management & development; WGI
non-representative source), with high cost of terrorism.

In terms of GE, SK percentile rank achieves 82.30, with the estimate standing at 1.12,
making it SK’s strength. More specifically, Korea’s bureaucracy is considered to be quite
efficient, with consistent policy-making and forward planning (which may be related to
Korea’s traditionally strong government and the policy of government-led development in the
past). Consensus building and resources efficiency are considered to be other government
strengths. As for the areas needing improvement, commonly reported ones include excessive



bureaucracy, political interference in public service, and less efficient distribution of
infrastructure of goods and services.

Regarding RQ, SK stands at 79.9 percentile rank, the estimate reaching 0.98. Looking at the
dimension in more detail, organization of market and competition systems, good investment
profile, tax effectiveness and good legislation belong among positively perceived business
environment attributes, while the existence of de-factor barriers to entry, burden of
government regulations, and extent and effect of taxation are considered as major weaknesses.

The percentile rank of 78.67 and the estimate of 0.94 put SK among well-performing
countries on Rule of Law. As for the main strengths, they are relatively efficient judiciary
system, marginal existence of trafficking in people, relative separation of powers, and the
existence of law and order. As for areas in need of improvement, they are tax evasion, unfair
administration of justice, and the existence of parallel economy accompanied by low
efficiency of legal framework for challenging regulations and limited intellectual property
rights protection.

As for the last measure, CC, SK rank percentile achieves 70.33, with the estimate of 0.55,
putting this dimension among the relatively weaker ones in Korea’s context. Positively
viewed components include existence of anti-corruption policy, and not so high perceived
frequency of corruption among public institutions (0.68 on the scale of 0 — 1, 1 the best
performance, as reported by Transparency International Global Corruption Barometer
Survey). However, similarly to the case of the CR, other sources report widespread
corruption as the most problematic area (0.23, the same scale; Gallup World Poll), along with
large corruption deterring foreign companies.

CR and SK Comparison

When we compare the CR and SK on WGI, we may see that among all six aggregate
indicators, the CR shows best performance on regulatory quality, while for SK it is
government effectiveness. At the same time, we may observe that the weakest point for CR is
control of corruption, but for SK it is PSAV. Looking at all the aggregate indicators overall, it
seems that the CR tends to perform somewhat better than SK, specifically, based on
percentile rank, CR performance seems better on VA, PSAV, RQ, and RL. However, if the
methodology of WGI construction and confidence intervals are considered, better
performance of the CR may be recognized clearly only in case of PSAV, as for VA, RQ and
RL the confidence intervals overlap. On the other hand, SK seems to outperform the CR on
CC and GE. Nevertheless, the same argument for confidence intervals overlap exists and,
thus, the better performance of SK over CR on those dimension is not clear.

To mention the six different aggregate indicators more specifically, regarding VA, in both,
the CR and Korea, political participation, stability of democratic institutions, and political
and social integration are considered as strong points, while low law-making body
effectiveness, low government policy-making transparency and favouritism in government
officials are considered the weakest points. While CR percentile rank is higher, confidence
interval overlap must be considered.

For PSAV, CR outperforms SK, with limited civil conflict, and relatively good government
stability considered as strong points for both. In addition, other strengths of CR include
human right protection. As for the weak points, for CR they are increasing ethnic tensions
and some security risk, with high cost of terrorism for SK.
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GE seems to be overall better in SK, although the situation may be ambiguous due to
confidence interval overlap. For the CR, high level of provision of public goods is generally
considered a strong point, with government decision making and ineffective implementation
of policies receiving most criticism. In SK, on the other hand, consensus building and
resource efficiency are reported among positively viewed aspects, while excessive
bureaucracy with political interference in public service, along with less efficient distribution
of public goods (in contrast to CR) are viewed as main weaknesses.

On RQ dimension, the ranking of both countries is very similar. For both countries, smooth
transition towards democratic regime ensuring market competition is considered as strength.
As for weaknesses, in the CR they are excessive government regulations, while in SK barriers
to entry and effect of taxation on business are consider of major importance.

With respect to RL, both countries again seem to perform in a similar manner. In both,
judiciary system and the existence of law and order are seen positively, while property and
intellectual property rights protection seems insufficient.

Finally, in terms of CC, this indicator is CR biggest weakness. Even though overall SK
seems to perform better, the situation in term of one country ranking better than the other is
again unclear. Heavily criticised areas for both include corruption, bribing and favouritism
among government institutions that is perceived as common. However, in this case, it is
important to point out that, again, there is strong disagreement on the extent to which
corruption does or does not exist and this dimension my thus seem ambiguous.

The above analysis shows that if we examine the aggregate indicators in detail, in many cases
main strengths and weaknesses of CR and SK appear to be very similar. We contend that it
may partially be due to methodology reasons, as composite indicators and specific measures
used within them frequently overlap and, often, the same governance attributes are at the
same time reported as strengths and weaknesses by different types of organization. It is
possible to say that, in general, both countries seem to perform in a very similar way, with
very similar strengths and weakness in their governance. If the countries differ on a given
aggregate indicator (although the difference may not always be clear), the difference is due to
the extent to which a certain factor is (is not) present in the governance practices of the
country, rather than completely different types of strong or weak factors. In this text, we have
attempted a detailed breakdown, nevertheless, conducting a more thorough analysis that
would be necessary to shed more light on the above issues, is far beyond the scope of this

paper.

IV. 3 Business Ethics

Business ethics constitutes one of the major attributes of current business environment.
Sometimes, it may be the key consideration for foreign companies when deciding where to
place their investment. In this section, current BE perceptions and practices of Czech as well
as Korean companies are compared, based on questionnaire survey conducted in South Korea
in 2005 and in the CR in 2010. Descriptive statistics for both samples are provided in Table 4.

As Table 5 shows, unethical practices seem to be more prevalent in the Czech Republic,
where 78.4% of respondents recognize their existence. In Korea, 35.7% of respondents stated
that unethical practices exist within their industry; with striking almost 49% denying
unethical practice existence. Here, it is important to point out that the notion of what is
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considered moral or ethical may differ across countries. As will be discussed later in relations
to Table ..., practices such as gift giving or bribing may be considered acceptable in one
country but inacceptable in another. For example, offering gifts or paying for a meal to one’s
business counterpart is considered normal part of doing business in South Korea, but is less
common in the Czech Republic. From the viewpoint of culture, BE perceptions and
understanding are strongly influenced by universalism/particularism dimension. South Korea
is a highly particularistic country meaning that rules (whether codified or not) are applied
based on relationship with business partners. At the same time, contracts and agreements are
more flexible, which are all business practice aspects that would be considered unethical in
universalistic Czech Republic, but not so to such a large extent in Korea.

Table 6 offers information on unethical practices respondents would most wish to see
eliminated in their industries. The results are in line with the previous table in the sense that
Czech respondents seem to feel that unethical practices are a more serious problem that the
Korean respondents. On average, Czech respondents reported to existence of 3.13 different
unethical practices, while in SK, on average, 1.6 different unethical practices were reported.
In both, SK as well as the CR, respondents most dislike the practices of ‘Giving of gifts,
gratuities, and briberies’, followed by unfair pricing practices and price discrimination. For
the other two most disliked practices, Czech and Korean answers differ. In SK, they are price
collusion by competitors and unfairness to employees, while in the CR they are dishonesty
related to contractual relations and unfair competitive practices. It is especially interesting to
see that unfair competitive practices are only reported by 5.8% of Korean respondents, while
in the CR, 42.6% reported them as problematic. Similar discrepancy may be seen for
dishonesty related to contractual relations — 42.6% of CR respondents and 11.6% of Korean
respondents. This fact might be explained by specificities of Korean business environment,
which is dominated by so-called chaebols (i.e. large originally family owned conglomerates
that used to enjoy special treatment by the government and still tend to dominate Korean
industries), and where a dense net of relationships between companies, suppliers, and other
economic agents exists (for more discussion refer to Hall & Soskice, 2001). This is also
supported by cultural collectivism (communitarianism) and particularistic relationships. In
such an environment, companies are likely to be exposed to unfair competitive practices less
often, as most relationships with other economic agents will be based on various types of
special relationships managed by strong cultural rules (Hall & Soskice, 2001, Burns, 1999).
Another related point is that in Korean sample, 75% of companies are large size typically
operating in more of oligopolistic environment. Unlike that, majority of Czech sample (63%)
consists of SME, which face strong competition of a large number of companies of similar
size.

Another interesting topic is the common tools used to promote ethical behaviour (Table 7). In
the Czech Republic, companies most often use corporate philosophy including ethics (86.4%),
followed by code of ethics (45.5%) as distant second and contribution to social/cultural
activity, which might actually be seen as more of a CSR tool. In contrast, Korean companies
most strongly rely on CEQO’s frequent statements on ethics (62.1%), punishment for unethical
conduct (56.3%) accompanied by corporate philosophy (50.1%) and code of ethics (48.2%).
Here, it is especially interesting to point out the difference regarding CEQ’s statement on
ethics, which is only used by 18.2% of Czech companies, while in Korea it is the most
common tool. This tool is more likely to work in SK with high power distance and
hierarchical collectivism creating environment which naturally gives much authority to
leaders, managers and CEO. At the same time, based on the prevalence of Confucian style
relationship (Burns, 1999), hierarchical leaders are more likely to be actually followed.
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Cultural environment may also partially explain the big discrepancy related to the existence
of anonymous reporting hotline for unethical conduct (11.4% CR, 45.4% SK). Culturally, in
Korean companies, it is more difficult to openly express disapproval, discontent or criticism,
especially in front of people with which relationship has been established. This makes it
difficult for employees to react to unethical practices when they encounter them and the
chance of using anonymous reporting hotline may be an important facilitating factor. Again,
another factor may also be the larger share of big-size companies in the Korean sample, as
big-size companies tend to have more resources available for the creation of institutionalized
BE tools.

An interesting aspect of BE also is who businessmen feel responsible to. Table 8 shows that
in SK, respondents feel most accountable to customers (mean rank 2.8), employees (2.9) and
stockholders (3.3). While in the CR, the order of social groups is the same (customers 1.7,
employees 2.8 and stockholders 3.0), we may still observe some differences. For example, in
the CR, customers are seen as the highest priority much more clearly than in Korea (mean
rank difference between the first and the second is 1.1 for CR and 0.1 for Korea), and Czech
respondents feel overall less responsible to local community and government than Korean
respondents do. Furthermore, compared with CR, in SK, we may also observe stronger
responsibility towards society in general and government. This finding is well in line with
GLOBE project finding, which reports stronger institutional collectivism for Korea (5.20)
than for the CR (3.60).

As for situations when the interests of companies and respondents’ personal ethics diverge,
Czech respondents report experience with this type of conflict more often (50.8%) than
Korean respondents (31.6%, Table 9). It is possible to speculate whether this might be related
to the strong power distance and hierarchical authoritarianism in Korea, meaning that
mangers, bosses and CEQO’s will be more likely seen as opinion leaders and more easily
identified with. In addition, Korean employees also culturally show extreme loyalty to their
companies (Choi & Nakano, 2008), which may mean that company values become relatively
more internalized within their employees than is the case in the Czech Republic. This might
equally partially explain why Czech respondents would report ethical conflicts resulting from
differences in personal ethics and company interests more often than Korean respondents.

Related to the same issue, it is important to know whether, when facing ethical conflicts,
respondents tend to decide based on their own ethical standards or rather in favour of their
organizations’ interest. Table 10 documents that in this respect, Czech respondents are
strongly situational (64.5%), while majority of Korean respondents would base their decision
on company interests (54.1% in SK, 12.9% in the CR), and only 19.7% would decide based
on the situation. This is again well in line with high loyalty of Korean employees to their
organizations, supported by the cultural features mentioned in the above paragraph
(hierarchical authoritarianism and power distance) coupled with in-group collectivism (5.54
for Korea, 3.18 for the CR, GLOBE Project Homepage), outsider-insider concept, and
particularistic relationships.

We also examined the factors that influence respondents in making their ethical/unethical
decisions. As for ethical decisions (Table 11), in both countries, respondents report being
most strongly influenced by their personal code of behaviour, followed by company policy,
and behaviour of one’s equals in the company. This seems to be quite surprising, especially
in case of Korea, where, when faced with a situation of ethical conflict between their personal
ethics and company interests, more than half of respondents reported they would act to
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support their companies. Similarly, it also seems to be inconsistent with the above cultural
analysis. However, potential explanation of this discrepancy may be that since certain types
of behaviour (e.g. following leaders or persons higher in hierarchy) are so much internalized
and have become part of common behavioural patterns that respondents are not aware of
them and are thus not able to objectively asses their influence. This explanation would be
supported by so-called iceberg theory of culture, according to which only 10% of cultural
patterns, values, etc. are easy to directly observe, and remaining 90% stay hidden in people’s
sub-consciousness.

Furthermore, the answers related to respondents making unethical decisions (Table 12) also
help shed some more light on this issue. In this case, mean ranks for the CR and SK differ, as
would be expected based on prevailing cultural features. Czech respondents report they are
most strongly influenced by personal financial needs, followed by improper or lack of
company policy, and the behaviour of one’s superiors. However, for Korean respondents,
behaviour of one’s superiors is the strongest factor, just as it would be predicted based on
Korean cultural features, followed by company policy or lack thereof and ethical climate of
the industry. In both cases, ethical climate of the industry seems to be somewhat stronger
factor for South Korea, which would be in line with the main idea of Hall & Soskice (2001),
that to be able to operate successfully, business environment agents must be in line with types
of relationships, supervision and monitoring capacities typical for their environment. In case
of South Korea, such environment would emphasize stronger interconnectedness between
various economic agents. In relative comparison, Czech business environment supports
somewhat stronger arm’s-length relationships and their relatively more competitive nature.

Finally, respondents were presented with four dilemmas related to the above issues. In each
case, respondents received description of a situation and were asked what they would do in
such a situation and how they think an average manager would behave. The first dilemma
asked whether padding his/her expense account by an executive is considered acceptable
(Table 13). Again, the answers of both respondent nationalities seem surprisingly similar. In
both cases, a very small percentage of respondents consider this behaviour acceptable (CR
5.1%, SK 6.5%), and a very large portion of respondents consider it unacceptable regardless
of circumstances (CR 67.8%, SK 68.5%). Similarly, in both countries respondents view
themselves as more ethical than an average manager (AM), as they believe that an average
manager would more often follow the behaviour of other executives or superiors. Again, this
seems to be in contradiction with some of Korean cultural features — however, we may
attempt at some explanation. First, the same argument as in discussion about the results in
Table 11 (internalization and unawareness of oneself being influenced by cultural features)
can be used. Furthermore, in this first dilemma, respondents are facing a situation that harms
the interests of their company. So, lesser willingness to follow the behaviour of one’s
superiors (or other executives — meaning peers) might be explained by strong loyalty to
company, which would bear stronger influence than the cultural predisposition to follow
people higher in hierarchy.

In the second situation, respondents were asked if they would hire competitor’s employee if
this meant the chance of learning more details about the competitor’s scientific discovery.
The answers for both nationalities were similar, but not the same. In the CR, almost 80% of
respondents would try to hire the employee, while in Korea only slightly less than 60% of
respondents would try to do so. This answer is interesting considering the fact that Korean
economy is more strongly based on technology intensive production and the sample consist
of relatively more large size and manufacturing companies. These facts would actually rather
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suggest that Korean respondents should attempt to hire such employees more often than
Czech respondents, who mostly come from non-manufacturing or SME companies. More
research will be needed to verify and explain this finding. As for the difference between AM
and respondents’ own behaviour, similarly to the above, AM was perceived as less ethical
than respondents themselves.

In Situation 3, respondents were asked whether, if they were company executives, they would
be willing to provide a bribe in form of ‘consulting fee’ to the minister of a foreign country
where such practice is common, in exchange for special assistance with obtaining a large
contract generating substantial profit for respondents’ company. In this case, we may notice
some substantial differences in the answers of both national groups involved. In the CR, a
little less than 40% of respondents would refuse to pay, even if it meant the loss of the sale,
and slightly over 53% of respondents would pay the fee but at the same time feel it was
unethical. This is in strong contrast with Korean answers, according to which majority
(almost 54%) of respondents would pay the fee and also feel it was ethical considering moral
climate of the foreign country. 27% of Korean respondents would pay, but feel it was
unethical, and slightly less than 20% would refuse to pay. In sum, around 80% of Korean
respondents would pay, while around 62% of Czech respondents said they would do so. But
what seems more important is how respondents said they would feel about providing such
payment. It seems that Czech perceptions would be more strongly influenced by their own
standards — they would provide the payment but feel it was not ethical, while in case of
Korean respondents, they would rely more on the climate of the foreign nation. This is in line
with previous finding (Table 11, Table 12) that ethical climate of the industry plays stronger
role in (un) ethical decision making of Korean managers and that Korean respondents appear
more situational. This behaviour may also be explained by relatively more particularistic
nature of Korean and relatively more universalistic nature of Czech culture.

Finally, in the last dilemma, respondents were supposed to imagine they were a regional sales
manager whose sales staff were giving money to purchasing agents with the view of
obtaining sales, and they were asked how they would act. In both countries, most respondents
would issue an order to stop future payments, while not reducing salespeople’s pay (CR
59.3%, SK 49.9%). However, as for the second most common answer, in the Czech Republic
it was that respondents would say and do nothing (25.4%), whereas in SK it was that
respondents would issue an order stopping such payments and at the same time reduce
salespeople’s pay (37.5%, CR 15.3%), while only 12.6% said they would not say or do
anything. More research is needed to help explain this finding. The behaviour of an AM was
again perceived as less ethical than that of respondents themselves; however, we may notice
that while in the CR around 70% of respondents thought that AM would say and do nothing,
in Korea, only around 44% of respondents thought so. Here, the explanation for higher
scepticism of Czech Respondents may be the legacy of previous (communist) regime, in
which most people developed the attitude of being passive with little initiative, which they
then expect from others. Interesting difference may also be observed regarding the idea that
an AM would issue an order stopping future payments and at the same time reduce
salespeople’s pay. This behaviour of an AM was expected by 7% of Czech, but almost 24%
of Korean respondents.

V Conclusion

This paper focused on two important aspects of business environment — governance practices
and business ethics — in two countries, the Czech Republic and South Korea. The choice of
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these two countries was motivated by increasing investment of Korean companies in the CR,
as they have chosen the CR as one of the major points of entry into the EU. From the
investor’s viewpoint, BE along with prevailing governance practice represent that kind of
information that have important influence over investment decisions. Rising investment and
increased trade exchange also bring higher chance of conflict and misunderstanding caused
by different cultural practices, which have influence of all aspects of business environment,
including BE and governance. This paper thus also briefly summarised common cultural
practices in both countries and attempted to explain some governance and BE attributes by
the use of cultural factors.

As for the main data sources, we used World Governance Indicators to assess country
governance, the results of our own business ethics survey to describe prevailing BE practices,
and Hofstede, Trompenaars and GLOBE project models to provide culture-related
explanations.

With regards to governance, this text finds that although the CR seems ranks somewhat better
on four out of six WGI aggregate indicators (Voice and Accountability, Political Stability and
Absence of Violence, Regulatory Quality, and Rule of Law), as the confidence intervals for
both countries overlap, better CR performance can only be confirmed for one indicator, i.e.
Political Stability and Absence of Violence. Similarly, South Korea seems to outperform the
CR on Government Effectiveness and Control of Corruption, however, again, due to the
overlap on confidence intervals, this result is not clear. We equally find that on all six
aggregate indicators, SK and the CR show very similar strengths as well as weaknesses, with
the main difference being in the ranking, rather than different components or attributes
themselves.

Specifically, regarding VA, in both, the CR and Korea, political participation, stability of
democratic institutions, and political and social integration are considered as strong points,
while low law-making body effectiveness, low government policy-making transparency and
favouritism in government officials are considered the weakest points. For PSAV, limited
civil conflict, and relatively good government stability are considered as strong points for
both countries. In addition, other strengths of CR include human right protection. As for the
weak points, for CR they are increasing ethnic tensions and some security risk, with high cost
of terrorism for SK. In terms of GE, for the CR, high level of provision of public goods is
generally considered a strong point, with government decision making and ineffective
implementation of policies receiving most criticism. In SK, consensus building and resource
efficiency are reported among positively viewed aspects, while excessive bureaucracy with
political interference in public service, along with less efficient distribution of public goods
(in contrast to CR) are viewed as main weaknesses. On RQ dimension, for both countries,
smooth transition towards democratic regime ensuring market competition is considered as
strength. As for weaknesses, in the CR, they are excessive government regulations, while in
SK barriers to entry and effect of taxation on business are consider of major importance. With
respect to RL, in both countries, judiciary system and the existence of law and order are seen
positively, while property and intellectual property rights protection seems insufficient.
Finally, in terms of CC, heavily criticised areas for both countries include corruption, and
frequent occurrence of bribing and favouritism among government institutions. However, in
this case, it is important to point out that again, there is strong disagreement on the extent to
which corruption does between various composite indicators of this dimension, so these
findings seem controversial.
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In terms of BE, we find that quite a lot of ethical attitudes and perceptions are more similar
than we might expect. In general, we may say that Korean respondents perceive unethical
practices as less of a problem and report their existence is lesser number of cases than the
Czech respondents. In both countries, unethical practices related to bribing and unfair pricing
practices seem to bother respondents most, while Koreans report difficulties with unfair
competitive practices much less that Czech respondents. As for BE tools, in BE promotion,
Korean companies rely more heavily on CEO’s as opinion leaders, and punishment for
unethical behaviour, whereas in the CR, the number one tool is corporate philosophy
including ethics. However, this difference may also be due to different composition of sample,
since Czech sample include a large share of SME than the Korean sample. In terms of
responsibility felt toward different social groups, overall, Czech respondents feel less
responsible to local community, society, and government than Korean respondents. Czech
respondents report experience with ethical conflict between their personal ethics and the
interests of their organizations more often than Korean respondents, and they appear much
more situational than Korean respondents, who would in more than half of cases base their
decision on company interests, rather than personal ethics. In BE related decision making,
respondents report being strongly influenced by their personal ethics, which seems
contradictory to the above finding. On the other hand, in making unethical decisions, Korean
respondents would more strongly follow their superiors that Czech respondents would, and,
overall, Koreans would place higher importance on ethical climate of the industry than Czech
respondents. When faced with four hypothetical situations, in both countries, respondents
thought they were more ethical than an average manager. The main difference was that in
their behaviour and in how they felt about their own acts, Koreans would be more strongly
influenced by the overall ethical climate than Czech respondents.

The text also attempted to explain differences in BE by the use of various categories of
cultural. Overall, we may say that cultural categories seem to be a good tool in explaining
such differences, as we may have observed that many differences in findings can be
attributed to Korean collectivism, high power distance and high particularism, compare to
more individualistic, relatively less power-distant and universalistic nature of the Czech
Republic.

From the analysis of both topics, governance as well as business ethics practices, we could
have seen one important thing. It seems that more similarities than differences regarding both
aspects of business environment exist that could be expected. This shows that the problem of
business practice differences between the CR and SK cannot be presented as the problem of
the West vs. East, which would be very tempting to do. Indeed, this view would be a clear
simplification and distortion of the existing situation. In some cases, practitioners or analysts
may not recognize the fact that culturally, the CR falls somewhere in the middle between the
‘Western’ and “‘Eastern’ culture as generally described in cultural studies. Furthermore, even
Korean environment has gone through some changes, and although culture is stable in the
long-run, certain perceptions and attitudes may have become modified by the spread of
modernity, democracy and capitalist thinking.

We understand that certain concerns related to our findings much be recognized. First, with
regards to governance practices, the aim to break down the aggregate indicators into
composite indicators revealed that in many cases, the evaluation of various aspects included
in the dimensions vary substantially across organizations providing such evaluations.
Furthermore, as most organizations use a significant portion of perception-based data, the
indexes are prone to being culturally biased. Furthermore, when talking about cultural
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background, we realize that corporate governance might be influenced by different cultural
practices more strongly than country-level data may be able to reveal. In terms of BE
practices and cultural backgrounds, an important factor may be that while Korean survey was
conducted in 2005, the Czech one was conducted in 2010, which is in the aftermath of Global
Financial Crisis and following Great Recession. That is also the reason that we did not
include certain type of data in this research, although it was available to us (e.g., whether
respondents felt ethical practices had improved or worsened over the last ten years, etc.).
Furthermore, CR sample consists of a larger share of SME and a lesser share of
manufacturing companies than the Korean one (while still being representative for the local
economy). Finally, major concern related to both, governance as well as BE practices is, that
they reflect perceptions of respondents and people, rather than some kind of objective data.
This is important as perceptions may sometimes be difficult to compare — behaviour that may
be considered ethical or common in one country may appear unethical in another (e.g.
guidance by ethical climate of industry of foreign nation in the BE result part). Furthermore,
as culture is internalized and to a large extent stays hidden in people’s unconsciousness, it
may be difficult to compare the extent to which certain governance or ethics attribute is
present in the society, as the common example with a glass which is seen as (half) full or
(half) empty illustrates.

Despite the above concerns, we think that our findings are interesting and will provide some
interesting insights for academics, and, especially, practitioners, who come in everyday
dealings with the other culture. In this respect, we believe it is especially important we have
attempted to explain existing practices by the use of cultural categories, which may help
businessmen understand that certain types of behaviour are not the result of unethical
attitudes per-se, but rather of the overall cultural context. It is also of value to realize, that
despite differing cultures, common practices in both cultures are more similar than one might
expect, which may help to overcome distrust in the attempt to establish closer and stronger
business ties between these two distant and culturally different territories.

Our paper also points as some areas for future research, which would be more detailed
analysis of certain ethical attitudes and, especially, more detailed breakdown of governance
practices and firm-level analysis of corporate governance practices as related to cultural
background of both countries.

18



References:

Ahmadjian, C., L., Song, J..: Corporate Governance Reform in Japan and South Korea: Two
Paths of Globalization. Discussion Paper No. 23. Discussion Paper Series. Columbia
Business School. April 2004.

Alston, P.J. (1989, March - April), “‘Wa, Guanxi, and Inhwa: Managerial Principles in Japan,
China, and Korea’, Business Horizons, pp. 26 — 31.

Bae, K. & Chung, C: Cultural values and work attitudes of Korean industrial workers in
comparison with those of the United States and Japan, Work and Occupation 24(1) (1997),
80-96.

Baumbhart, R. C. (1961), “How Ethical Are Businessmen?”, Harvard Business Review, 39, 6-
176.

Bingham, L.B., Lee, S.W., Chang, W.K.:Participatory Governance in South Korea: Legal
Infrastructure, Economic Development, and Dispute Resolution. Global Business &
Development Law Journal / Vol. 19.

Bohata, M. (1997). Business Ethics in Central and. Eastern Europe with Special Focus on the
Czech Republic. Journal of Business Ethics, Vol. 16, n. 14, 1571-1577.

Brenner, S. N. & Molander, E. A. (1977), Is the Ethics of Business Changing?, Harvard
Business Review, 55, 57-71.

Burns, R. (1999). ‘Doing Business in Asia’, Longman. ISBN-13: 978-0733901935

Campbell, T.L., Keys, P.Y.: Corporate governance in South Korea: the chaebol experience.
Journal of Corporate Finance. Volume 8, Issue 4, October 2002, Pages 373-391

Canik, P. & Canikova, P.: Aplikace metod a néstroju podnikatelské etiky v Ceském
podnikatelském prostiedi. Transparency International - Ceska republika, 0.p.s. 2006.

Cho, E.: Advances in Developing Human Resources April 2009 vol. 11 no. 2 235-252

Choi, T. & Nakano, C. (2008), “The Evolution of Business Ethics in Japan and Korea Over
the Last Decade”, Human System Management, 1-17.

Choi, T.-H. & Jung, J.: Ethical commitment, financial performance, and valuation: An
empirical investigation of Korean companies, Journal of Business Ethics, Vol. 81, No. 2
(Aug., 2008), pp. 447-463.

Choi, T.-H., Pae, J.:Business Ethics and Financial Reporting Quality: Evidence from Korea.
Journal of Business Ethics. October 2011, Volume 103, Issue 3, pp 403-427

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

Deloitte Czech Republic. Report on the State of Corporate Governance in the Czech
Republic for the Year 2013.

Gallup World Poll. Available at: http://www.gallupworldpoll.com, accessed: March, 2015

GLOBE Project Homepage: http://business.nmsu.edu/research/programs/globe/instruments/,
accessed: March, 27th, 2015

19


http://www.gallupworldpoll.com/

Graziano, P.R., Winkler, J.: Governance and implementation of activation policies: Czech
Republic and Italy compared. International Journal of Sociology and Social Policy 2012.
32:5/6 , 340-352

Guasti, P., Mansfeldova, Z., Myant, M., Bonker, F.: Sustainable Governance Indicators. 2014
Czech Republic Report. Bertelsmann Stiftung. 2014.

Hall P.A & Soskice D. (2001), “Varieties of Capitalism: The Institutional Foundations of
Comparative Advantage’. Oxford University Press. ISBN-13: 9780199247752

Institute for management & development, ‘“World Competitiveness Yearbook’. Available
at: http://www.imd.ch , accessed March, 2015

Irwin, J.: Doing Business in South Korea: An Overview of Ethical Aspects. Occasional Paper
2. Institute of Business Ethics, March 2010.

Kalinowski, T., Rhyu, S.-Y., Croissant, A..: Sustainable Governance Indicators. 2014 South
Korea Report. Bertelsmann Stiftung. 2014.

Kaufmann, D. & Kraay, A., & Mastruzzi, M. (2010), ‘The Worldwide Governance Indicators:
Methodology and Analytical Issues’, World Bank Policy Research Working Paper No. 5430.
Available at SSRN: http://ssrn.com/abstract=1682130, accessed March, 2015

Kim, K.D. & Lee, 0.J. (2003), The Two Koreas: Social Change and National Integration,
Jimoondang International, 370 p, ISBN-13: 978-1931897013

Kim, T., Kwon, H.-J.,, Lee, J., Yi, .. "Mixed Governance" and Welfare in South Korea.
Journal of Democracy. Volume 22, Number 3, July 2011

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

McGee, R.W:. An Overview of Corporate Governance Practices in the Czech Republic.
Corporate Governance in Transition Economies 2009, pp 357-360

Nemcova, L.: Problems of Business Ethics in Czech Cooperatives in the Transformation
Period. Etika v podnikani, International Scientific Conference, Gevle. 2001.

Official Information Server of the EU: http://ec.europa.eu/trade/policy/countries-and-
regions/countries/south-korea/, accessed: March, 20”‘, 2015

Park, H; Nakano, C; Lee, J: Business ethics in the United States, Japan, and Korea: A
comparison of the idiosyncratic and overlapping contexts, 1997.

Pohl, G.; Claessens, S.; Djankov, S.: Ownership and Corporate Governance: Evidence from
the Czech Republic. Policy Research Working Papers. World Bank e-Library. 1999.

Potucek, M. et al.: Strategic governance and the Czech Republic. Prague, Karolinum
2009.196 pages. ISBN 978-80-246-1681-0.

Potucek, M: Capacities of Governance in the Czech Republic. Matfyzpress, Praha 2008.

Putnova, A., et al. (1999). Dilci zavérecna zprava GACR: Etika jako faktor Gsp&$ného
zaclenéni CR do evropskych struktur. GACR - 1084, 1999.

Putnova, A.: Business Ethics as seen by Managers - ten Years after the Fall of Communism.
Case Study from the Czech Republic. The Second World Congress of Business Ethics, ISBE,
Sao Paolo, Brasil. 2000.

Putnova, A.: Is Business Ethics a Neuralgic Point of Czech Companies? Electronic Journal of
Business Ethics and Organization Studies, Vol. 12, n. 2. 2007

20


http://www.imd.ch/
http://ssrn.com/abstract=1682130
http://ec.europa.eu/trade/policy/countries-and-regions/countries/south-korea/
http://ec.europa.eu/trade/policy/countries-and-regions/countries/south-korea/

Putnova, A.: Teaching business ethics at the Economic Faculties (Case study of the Faculty
of Business and Management in Brno). International Scientific Conference Tvar¢i odkaz
Tomase Bati a soucasné podnikatelské metody, Referate in Section 3 (Lidé, znalosti a etika v
podnikani), Univerzita Tomase Bati ve Zling, Zlin. 2001.

Sipkova, M.; Choi, T.-H.: Business Ethics Perceptions in the Czech Republic during Global
Economic Crisis. Academic Journal of Interdisciplinary Studies. Vol 4, No 1 S1 (2015):
March 2015 - Special Issue.

Sipkova, M.; Choi, T.-H.: Differences in Ethical Perceptions of SME and Large Companies.
Journal on Law, Economy & Management. STS Science Center Ltd. London, Vol. 3/ 2013, p.
28-40.

The Hofstede Centre, Hofstede ‘6 D Model’ — Country Comparison, http://geert-
hofstede.com/, accessed March, 27th, 2015

Transformation Index BTI, 2014, ‘Methodoloy’. Available at: http://www.bti-
project.org/index/methodology/ , accessed March, 2015

Transparency International, *‘Global Corruption Barometer Survey’, Available
at: http://www.transparency.org, accessed: March, 2015

Trautvetter, C.: Transitions to Good Governance: the Case of South Korea. Working paper
No 18. European Research Center for Anti-Corruption and State-Building. 2010.

Travnickova, K.: Vyzkum etiky podnikatelského prostiedi v Ceské republice — zavéreéna
zprava z vyzkumu. GfK, Prague. 2005.

Trompenaars, F; Hampden Turner, C. (1994), Riding the waves of culture: Understanding
diversity in global business. Burr Ridge, Ill: Irwin Professional Pub., 275 p, ISBN-13: 978-
1857881769

Vitell, S. T. & Festervand, T. A. (1987), “Business Ethics: Conflicts, Practices, and Beliefs of
Industrial Executives”, Journal of Business Ethics, 6, 111-122.

World Bank (1), Worldwide Governance
Indicators: http://info.worldbank.org/governance/waqi/index.aspx#doc , accessed: March, 10”‘,
2015

World Bank (2), ‘Country Data Report for Czech Republic, 1996-2013’. Available
at http://info.worldbank.org/governance/wai/index.aspx#countryReports, accessed March,
2015

World Bank (3), ‘Country Data Report for Korea, Rep., 1996-2013’. Available at
http://info.worldbank.org/governance/wgi/index.aspx#countryReports

21


http://geert-hofstede.com/
http://geert-hofstede.com/
http://www.bti-project.org/index/methodology/
http://www.bti-project.org/index/methodology/
http://www.transparency.org/
http://info.worldbank.org/governance/wgi/index.aspx#doc
http://info.worldbank.org/governance/wgi/index.aspx#countryReports

Tables

Table 1: Hofstede ‘6 D’ Model - South Korea and the Czech Republic

Dimension South Korea Czech Republic
Power Distance 60 57
Individualism 18 58
Masculinity 39 57
Uncertainty Avoidance 85 74
Long-Term Orientation 100 70
Indulgence 29 29

Each dimension takes value from 0 to 100 (maximum).
Source: http://geert-hofstede.com/, accessed: March, 27, 2015

Table 2: GLOBE Project — South Korea and the Czech Republic (Societal
Practices/Values

Dimension South Korea Czech Republic
Societal values Societal values
Practices Practices

Uncertainty 3.55 4.67 4.44 3.64

Avoidance

Future

Orientation 3.97 5.69 3.63 2.95

Power distance 5.61 2.55 3.59 4.35

Institutional 5.20 3.90 3.60 3.85

Collectivism

Humane 3.81 5.60 4.17 3.39

Orientation

Performance 455 5.25 411 2.35

orientation

In-group 5.54 5.41 3.18 4.06

collectivism

Gender 2.50 4.22 3.79 3.78

egalitarianism

Assertiveness 4.40 3.75 3.69 414

Each dimension takes value from 0 to 7 (maximum)
Data for May, 2004
Source: http://business.nmsu.edu/research/programs/globe/instruments/, accessed: March, 27, 2015
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Table 3: Worldwide Governance Indicators: Czech Republic and South Korea

Aggregate Indicator Estimate Percentile Rank | Confidence Interval
Voice and Accountability (VA)
CR 0.96 76.78 70.75- 86.79
SK 0.69 68.25 63.21- 73.58
Political Stability and Absence of
Violence/Terrorism (PSAV)
CR 1.05 84.36 67.45- 98.11
SK 0.24 56.87 41.98- 65.57
Government Effectiveness (GE)
CR 0.88 75.12 69.52- 84.76
SK 1.12 82.30 73.33- 88.57
Regulatory Quality (RQ)
CR 1.09 81.82 74.29-90.00
SK 0.98 79.90 73.33- 86.67
Rule of Law (RL)
CR 1.00 82.46 73.11- 86.32
SK 0.94 78.67 71.23- 85.85
Control of Corruption
CR 0.19 62.68 57.62- 68.10
SK 0.55 70.33 65.71- 74.29
Data for 2013.

Estimate ranges from approximately -2.5 to 2.5 (best performance).

Source: http://info.worldbank.org/governance/wgi/index.aspx#doc-cross, accessed: March, 10", 2015

Table 4: Descriptive statistics of respondents

Descriptive Statistics CR Korea
N=60 N=386
1. Age
29 or under 10% 7.3%
30-39 42% 60.9%
40-49 20% 29.3%
50 or over 27% 2.6%
2. Management position
'tl)'op management (president, chairman of board, executive director and 2904 0.8%
oard member)
Upp_er middle management (functional_department head, assistant 320 24 6%
director of department and deputy director of department)
Lower middle management (functional unit head) 32% 37.8%
Other (non—man_agement personnel, assistant manager, supervisor and 15% 36.8%
government officer)
3. Industry
Manufacturing 14% 54.1%
Non_—ma_nufactl_Jring (mining, construction, transportation, and other 86% 45 9%
service industries)
4. Company size: number of employees”
1-249 (Small and medium enterprises) 63% 25%
250 or more (Large enterprises) 37% 75%

“Company size classification is based on Recommendation 2003/361/EC regarding the SMEs definition

commonly used within the EU (http://ec.europa.eu/enterprise/policies/sme/).
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Table 5: Existence of unethical practices

CR (%) Korea (%)
None” 15.0 48.4
Yes, a few 61.7 32.9
Yes, many 16.7 2.8
Don’t know 6.7 15.8

CR N =60, Korea N =386,
“For Korea “Almost none”

Table 6: Unethical practices most wanted to eliminate

CR (%) Korea (%)
Giving of gifts, gratuities, and briberies 53.2 56.2
Price discrimination and unfair pricing 46.8 28.1
Dishonesty in making or keeping a contract 42.6 11.6
Miscellaneous unfair competitive practices 42.6 5.8
Price collusion by competitors 21.7 19.8
Cheating customers 21.7 12.4
Dishonest advertising 23.4 1.7
Unfairness to employees 21.3 14.9
Overselling 12.8 7.4
Unfair credit practices 10.6 3.3
Other and unspecified 4.3 0.8

The question was designed as multiple-choices type; the respondents were asked to check as many answers as
applicable. Percentage among those who answered this question.

CR N =47, Average number of answers per respondent: 3.13

Korea N =121, Average number of answers per respondent: 1.6

Table 7: Methods of building ethical values into the organization

CR (%) Korea (%)

Corporate philosophy including ethics 86.4 50.1
Code of ethics 45.5 48.2
Contribution to social/cultural activity 43.2 31.2
Punishment for unethical conduct 34.1 56.3
Employee training in ethics 27.3 44.6
CEOQO’s frequent statements on ethics 18.2 62.1
Following parent company’s philosophy 18.2 17.3
Anonymous reporting hotline for unethical conduct 11.4 45.4
Suggestion system on ethics 6.8

Ombudsman 6.8 29.2
Social auditing 6.8 145
Ethics committee 0.0 22.6
Department or employees in charge of company’s 351
ethics '
Other and unspecified 0.0 1.4

CR N =44, Average number of different tools per company: 3.05
Korea N =359, Average number of different tools per company: 4.6
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Table 8: Company responsible to social groups (mean ranks)

CR Korea

Customers 1.7 2.8
Employees 2.8 2.9
Stockholders 3.0 3.3
Suppliers” 4.3 4.3
Society in general 4.4 5.0
Government 6.1 5.0
Dealer 6.3

Local community 6.4 4.7

CR N =58, Korea N =386

Number 1: social group to which respondents feel most responsible, n. 8: social group to which respondents feel
least responsible.

“For Korea ““Collaborating company”

Table 9: Experience of conflicts between company interests and personal ethics

CR (%) Korea (%)
Yes 50.8 31.6
No 49.2 68.4

CR N=59, Korea N =386

Table 10: Ethical decision - company interests or personal ethics

CR (%) Korea (%)
Company interests 12.9 54.1
Personal ethics 22.6 26.2
Depends on the situation 64.5 19.7

CR N =31, Korea N =122

Table 11: Factors influencing ethical decisions (mean ranks)

CR Korea
One’s personal code of behavior 1.9 2.0
Company policy 2.3 2.4
The behavior of one’s superiors 2.7 2.8
The behavior of one’s equals in the company 3.7 3.9
Ethical climate of the industry 43 3.9

Number 1 the most influential factor, n. 5 the least influential factor.
CR N =58, Korea N =379

Table 12: Factors influencing unethical decisions (mean ranks)

CR Korea
One’s personal financial needs 2.4 35
Company policy or lack thereof 2.7 2.8
The behavior of one’s superiors 2.8 2.7
The behavior of one’s equals in the company 3.3 4.0
Ethical climate of the industry 3.7 3.3
Number 1 the most influential factor, n. 5 the least influential factor.
CR N =58
Korea N =376
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Table 13: Hypothetical situations - Czech Republic, South Korea

CR South Korea

O |AM | O | AM
(%) | (%) | () | (%)

Situation 1

Acceptable if other executives in the company do the same thing | 51 | 31.6 | 65 | 224

Acceptable if the executive’s superior knows about it and says 271 | 204 | 250 | 370

nothing

Unacceptable regardless of the circumstances 67.8 | 28.1 | 685 | 40.6
Situation 2

Probably would 79.7 | 96.6 | 59.8 | 84.8

Probably would not 203 | 34 | 40.2 | 15.2
Situation 3

Refuse to pay, even if sale is lost 379 | 53 | 194 | 87

Pay the fee, feeling it was ethical in the moral climate of the

. . 8.6 33.3 | 535 | 48.0
foreign nation

Pay the fee, feeling it was unethical but necessary to help insure

53.4 | 61.4 | 27.0 | 43.3
the sale

Situation 4

Issue an order stopping future payments and reduce salespeople’s
pay in the amount equal to their commissions on the sales gained | 153 | 7.0 | 375 | 237
as a result of future payments

Issue an order stopping future payments, but do not reduce sales

) 59.3 | 228 | 499 | 32.1
people’s pay

Say and do nothing 254 | 70.2 | 126 | 44.2

O=oneself, AM = Average manager

CR = Czech Republic, SK = South Korea

Situation 1: CR N =59, SK N = 384

Situation 2: CR N =59, SK N =383

Situation 3: CR N =58, SK N = 381

Situation 4: CR N =59, SK N =381

Situation 1: An executive earning EUR 100,000 a year has been padding his expense account by about EUR
5,000 a year. What do you think?

Situation 2: Imagine that you are the president of a company in a highly competitive industry. You learn that a
competitor has made an important scientific discovery which will give him an advantage that will
substantially reduce the profits of your company for about a year. If there were some hope of hiring one of
the competitor’s employees who knew the details of the discovery, what would you do?

Situation 3: The minister of a foreign nation, where extraordinary payments to lubricate the decision-making
machinery are common, asks you, as a company executive, for a EUR 250,000 (about 6,250,000 CZK)
consulting fee. In return, he promises special assistance in obtaining a 100 million EUR (2. bil CZK)
contract which should produce, at least, a 5 million EUR (125 mil CZK) profit for your company.

Situation 4: Imagine that you are a regional sales manager for a large industrial supply company and your
salespeople are giving money to purchasing agents to obtain sales. This is beyond the generally acceptable
meal or promotional item. Assuming that no laws are being violated, what would you do?
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Working 08-03 Ilho YOO DO CHILDREN SUPPORT THEIR PARENTS' APPLICATION FOR THE
Paper Inhyouk KOO REVERSE MORTGAGE?: A KOREAN CASE
Vio;:;?g 08-04 Seong-Ho CHO Raising Seoul’s Global Competitiveness: Developing Key Performance Indicators
Vio;:;?g 08-05 Jin PARK A Critical Review for Best Practices of Public Entities in Korea
Vio;:;?g 08-06 Seong-Ho CHO How to Value a Private Company? -Case of Miele Korea-
Vio;:;?g 08-07 Yoon Ha Yoo The East Asian Miracle: Export-led or Investment-led?
Vio;:;?g 08-08 Man Cho Subprime Mortgage Market: Rise, Fall, and Lessons for Korea
Workin Woochan KIM
Pa erg 08-09 Woojin KIM Value of shareholder activism: evidence from the switchers
P Kap-sok KWON
V\;o;g;rr\g 08-10 Kun-Ho Lee Risk Management in Korean Financial Institutions: Ten Years after the Financial Crisis
Working 08-11 Jong Bum KIM Korea’s Institutional Framework for FTA Negoye}tlons and Administration: Tariffs and
Paper Rules of Origin
Working Strategy, Structure, and Channel of Industrial Service Leaders:
Paper 08-12 YuSang CHANG A Flow Chart Analysis of the Expanded Value Chain
V\;o;g;rr\g 08-13 Younguck KANG Sensitivity Analysis of Equivalency Scale in Income Inequality Studies
V\;o;g;rr\g 08-14 Younguck KANG Case Study: Adaptive Implementation of the Five-Year Economic Development Plans

* The above papers are available at KDI School Website <http://www.kdischool.ac.kr/new/eng/faculty/working.jsp>.
You may get additional copy of the documents by downloading it using the Acrobat Reader.




Working Paper Series

Category Serial # Author Title
- - i - Py -
Working 08-15 Joong H. HAN Is Lending by Banks and Non bankg leffarent. Evidence from Small Business
Paper Financing
V\;o;g;rr\g 08-16 Joong H. HAN Checking Accounts and Bank Lending
Working How Does the Management of Research Impact the Disclosure of Knowledge?
Paper 08-17 Seongwuk MOON Evidence from Scientific Publications and Patenting Behavior
Working 08-18 Jungho YOO How Korea’s Rapid Export Expansion Began in the 1960s: The Role of Foreign
Paper Exchange Rate
BERNARD S. BLACK
Working WOOCHAN KIM . .
Paper 08-19 HASUNG JANG How Corporate Governance Affects Firm Value: Evidence on Channels from Korea
KYUNG SUH PARK
Working 08-20 Tae Hee CHOI Meeting or Beating Ana_lysts Forecasts: Empirical Evidence of Firms' Characteristics,
Paper Persistence Patterns and Post-scandal Changes
Working 08-21 Jaeun SHIN Understanding the Role of Private Health Ir?surancg in the Universal Coverage System:
Paper Macro and Micro Evidence
Vio;:;?g 08-22 Jin PARK Indonesian Bureaucracy Reform: Lessons from Korea
Vio;:;?g 08-23 Joon-Kyung KIM Recent Changes in Korean Households' Indebtedness and Debt Service Capacity
Working 08-24 Yuri Mansury What Do We Know about the Geog_raphlc Pattern of Growth across Cities and Regions
Paper in South Korea?
Working 08-25 Yuri Mansury & Why Do Megacities Coexist with Small Towns? Historical Dependence in the
Paper Jae Kyun Shin Evolution of Urban Systems
Vio;:;?g 08-26 Jinsoo LEE When Business Groups Employ Analysts: Are They Biased?
Working 08-27 Ch.EOI S. EUN Mean-Variance Convergence Around the World
Paper Jinsoo LEE
i i ivi ings?
Working 08-28 Seongwuk MOON How Doe; Jop Design Affect P_rod_uctlwty and Ez_irnlngs.
Paper Implications of the Organization of Production
Vio;:;?g 08-29 Jaeun SHIN Smoking, Time Preference and Educational Outcomes
Working Reap the Benefits of the Latecomer:
Paper 08-30 Dong Young KIM From the story of a political, cultural, and social movement of ADR in US
Vio;:;?g 08-31 Ji Hong KIM Economic Crisis Management in Korea: 1998 & 2008
Working 08-32 Dong-Young KIM Civility or Creativity?: Application o_f Dispute Systems Design (DSD) to Korean Public
Paper Controversies on Waste Incinerators
Vio;:;?g 08-33 Ki-Eun RHEE Welfare Effects of Behavior-Based Price Discrimination
Vio;:;?g 08-34 Ji Hong KIM State Owned Enterprise Reform
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Paper 09-03 Man Cho What went wrong with the subprime and Alt-A markets?
Vio;:;?g 09-04 Tae H. Choi Business Ethics, Cost of Capital, and Valuation
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Workin Woochan KIM
Pa erg 09-05 Woojin KIM What makes firms issue death spirals? A control enhancing story
P Hyung-Seok KIM
Working 09-06 Yu Sang CHANG Limit to Improvement: Myth or Reality? Empirical Analysis of Historical Improvement
Paper Seung Jin BAEK on Three Technologies Influential in the Evolution of Civilization
V\;o;g;rr\g 09-07 Ji Hong KIM G20: Global Imbalance and Financial Crisis
V\;o;g;rr\g 09-08 Ji Hong KIM National Competitiveness in the Globalized Era
Working Hao Jiang , Woochan . . .
Paper 09-09 Kim . Ramesh K. S. Rao Contract Heterogeneity, Operating Shortfalls, and Corporate Cash Holdings
Vio;:;?g 09-10 Man CHO Home Price Cycles: A Tale of Two Countries
Vio;:;?g 09-11 Dongcul CHO The Republic of Korea’s Economy in the Swirl of Global Crisis
Vio;:;?g 09-12 Dongcul CHO House Prices in ASEAN+3: Recent Trends and Inter-Dependence
Working 09-13 Seung-Joo LEE Case Study of POSCO -
Paper Eun-Hyung LEE Analysis of its Growth Strategy and Key Success Factors
Working Woochan KIM The Value of Foreign Blockholder Activism:
Paper 09-14 Taeyoon SUNG Which Home Country Governance Characteristics Matter?
P Shang-Jin WEI Y ;
V\;o;g;rr\g 09-15 Joon-Kyung KIM Post-Crisis Corporate Reform and Internal Capital Markets in Chaebols
V\;o;g;rr\g 09-16 Jin PARK Lessons from SOE Management and Privatization in Korea
V\;o;g;rr\g 09-17 Tae Hee CHOI Implied Cost of Equity Capital, Firm Valuation, and Firm Characteristics
Working Are Entrepreneurs and Managers Different?
Paper 09-18 Kwon JUNG Values and Ethical Perceptions of Entrepreneurs and Managers
V\;o;g;rr\g 09-19 Seongwuk MOON When Does a Firm Seek External Knowledge? Limitations of External Knowledge
V\;o;g;rr\g 09-20 Seongwuk MOON Earnings Inequality within a Firm: Evidence from a Korean Insurance Company
V\;o;g;rr\g 09-21 Jaeun SHIN Health Care Reforms in South Korea: What Consequences in Financing?
Working 09-22 Younguck KANG Demand Analysis of Public Education: A Quest 'for New Public Education System for
Paper Next Generation
Working 09-23 Seqng-Ho CHO Valuation and Underpricing of IPOs in Korea
Paper Jinsoo LEE
V\;o;g;rr\g 09-24 Seong-Ho CHO Kumho Asiana’s LBO Takeover on Korea Express
Working 10-01 Yuq-Yeong KIM Identification of Momentum and Disposition Effects Through Asset Return Volatility
Paper Jinsoo LEE
Working Four Faces of Silver Consumers:
Paper 10-02 Kwon JUNG A Typology, Their Aspirations, and Life Satisfaction of Older Korean Consumers
Working 10-03 Jinsoo LEE Corporate Governance and
Paper Seongwuk MOON International Portfolio Investment in Equities
Vio;:;?g 10-04 Jinsoo LEE Global Convergence in Tobin’s Q Ratios
Working 10-05 Seongwuk MOON Competition, Capability Buildup and Innovatlo_n: The Role of Exogenous Intra-firm
Paper Revenue Sharing
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V\;o;g;rr\g 10-06 Kwon JUNG Credit Card Usage Behaviors among Elderly Korean Consumers
Working 10-07 Yu-§ang CHANG Forecasting Road Fatalities by the Use of Kinked Experience Curve
Paper Jinsoo LEE
V\;o;g;rr\g 10-08 Man CHO Securitization and Asset Price Cycle: Causality and Post-Crisis Policy Reform
Working 10-09 Ma.n CHO Asset Market Correlation and Stress Testing: Cases for Housing and Stock Markets
Paper Insik MIN
Working 10-10 Yu-Sang CHANG Is Forecasting Future Suicide Rates Possible?
Paper Jinsoo LEE - Application of the Experience Curve -
Working 10-11 Seongwuk MOON What Determines the Openness of Korean Manufacturing Firms to External
Paper Knowledge?
Workin Joong Ho HAN
Pa erg 10-12 Kwangwoo PARK Corporate Taxes and Securitization
P George PENNACCHI
Vio;:;?g 10-13 Younguck KANG Housing Policy of Korea: Old Paradigm, New Approach
Vio;:;?g 10-14 Il Chong NAM A Proposal to Reform the Korean CBP Market
Working 10-15 Younguck KANG Balanced Regional Growth Strategy bas_ed on the Economies of Agglomeration: the
Paper Other Side of Story
Vio;:;?g 10-16 Joong Ho HAN CEO Equity versus Inside Debt Holdings and Private Debt Contracting
Working 11-01 Yeon-Koo CHE Economic Consequences of Speculative Side Bets: The Case of Naked Credit Default
Paper Rajiv SETHI Swaps
Working Tae Hee CHOI . L .
Paper 11-02 Martina SIPKOVA Business Ethics in the Czech Republic
Working 11.03 Sunwoo HWANG Anti-Takeover Charter Amendments and Managerial Entrenchment: Evidence from
Paper Woochan KIM Korea
Working 11-04 Yu JsisggoclipéNG The Speed and Impact of a New Technology Diffusion in Organ Transplantation: A
Paper vun Seok JUNG Case Study Approach
Working 11-05 Jin PARK The Direction of Inter-Korean Cooperation Fund
Paper Jiwon LEE Based on ODA Standard
V\;o;g;rr\g 11-06 Woochan KIM Korea Investment Corporation: Its Origin and Evolution
Working Dynamic Capabilities at Samsung Electronics:
Paper 11-07 Seung-Joo LEE Analysis of its Growth Strategy in Semiconductors
V\;o;g;rr\g 11-08 Joong Ho HAN Deposit Insurance and Industrial Volatility
Working Transformation from Conflict to Collaboration through Multistakeholder Process:
Paper 11-09 Dong-Young KIM Shihwa Sustainable Development Committee in Korea
- - - P—
Working 11-10 Seongwuk MOON How will Openness to External Knowledge Impact Service Innovation? Evidence from
Paper Korean Service Sector
Working 11-11 Jin PARK Korea’s Technical Asmstanc.:e for Bettgr Governance:
Paper A Case Study in Indonesia
Working How Did Korea Catch Up with Developed Countries in DRAM Industry? The Role of
Paper 12-01 Seongwuk MOON Public Sector in Demand Creation: PART 1
Workin Yong S. Lee
Pa erg 12-02 Young U. Kang The Workplace Ethics of Public Servants in Developing Countries
P Hun J Park
Vio;:;?g 12-03 Ji-Hong KIM Deposit Insurance System in Korea and Reform
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Workin Yu Sang Chang Technology Improvement Rates of Knowledge Industries following Moore’s Law? -An
Pa erg 12-04 Jinsoo Lee Empirical Study of Microprocessor, Mobile Cellular, and Genome Sequencing
P Yun Seok Jung Technologies-
Vio;:;?g 12-05 Man Cho Contagious Real Estate Cycles: Causes, Consequences, and Policy Implications
Working 12-06 Younguck KANG INTERGOVERNMENTAL TRANSFER AND THE FLYPAPER EFFECT
Paper Dhani Setvawan — Evidence from Municipalities/Regencies in Indonesia —
Working Civil Petitions and Appeals in Korea

Paper 12-07 Younguck KANG : Investigating Rhetoric and Institutional settings
Working 12-08 Yu Sang Chang Alternative Projection of the World Energy Consumption

Paper Jinsoo Lee -in Comparison with the 2010 International Energy Outlook
Working 12-09 Hyeok Jeong The Price of Experience

Paper
V\;o;g;rr\g 12-10 Hyeok Jeong Complementarity and Transition to Modern Economic Growth
Workin Yu Sang CHANG When Will the Millennium Development Goal on

Pa erg 13-01 Jinsoo LEE Infant Mortality Rate Be Realized?

P Hyuk Ju KWON - Projections for 21 OECD Countries through 2050-
Workin Stronger Property Rights Enforcement Does Not Hurt Social Welfare
g 13-02 Yoon-Ha Yoo -A Comment on Gonzalez’ “Effective Property Rights, Conflict and Growth (JET,

Paper 2007)"-

Working 13-03 Yu Sang CHANG Will the Stop TB Partnership Targets on TB Control be Realized on Schedule?

Paper Changyong CHOI - Projection of Future Incidence, Prevalence and Death Rates -
Working 13-04 Yu Sang CHANG Can We Predict Long-Term Future Crime Rates?

Paper Changyong CHOI — Projection of Crime Rates through 2030 for Individual States in the U.S. —
Vio;:;?g 13-05 Chrysostomos Tabakis Free-Trade Areas and Special Protection
Vio;:;?g 13-06 Hyeok Jeong Dynamics of Firms and Trade in General Equilibrium
Vio;:;?g 13-07 Hyeok Jeong Testing Solow's Implications on the Effective Development Policy
Vio;:;?g 13-08 Jaeun SHIN Long-Term Care Insurance and Health Care Financing in South Korea
Working 13-09 lichong Nam Investment Incentives for Nuclear Generators and Competition in the Electricity Market

Paper of Korea
Working 13-10 lichong Nam Market Structure of the Nuclear Power _Industry in Korea and Incentives of Major

Paper Firms
Working 13-11 Ji Hong KIM Global Imbalances

Paper
Vio;:;?g 14-01 Woochan KIM When Heirs Become Major Shareholders
Vio;:;?g 14-02 Chrysostomos Tabakis Antidumping Echoing

- - - —
Working 14-03 Ju Ho Lee Is Ko_rea Number One |r! Human_ Capital Accumulatl_on..

Paper Education Bubble Formation and its Labor Market Evidence
Vio;:;?g 14-04 Chrysostomos Tabakis Regionalism and Conict: Peace Creation and Peace Diversion
Working Making Education Reform Happen:

Paper 14-05 JuHoLee Removal of Education Bubble through Education Diversification
Working 14-06 Sung Joon Paik Pre-employment VET Investment S'Frategy in Developing Countries

Paper - Based on the Experiences of Korea -
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. Ju Ho Lee . . .
V\Ilao;k;?g 14-07 | Josh Sung-Chang Ryoo From Multl_I;_)IIW(:3 ;:holl:::;s,cti(l Ee;;(arrgtzizf: Assessment:
P Sam-Ho Lee y: ' 9y
Working . Changes in the effect of education on the earnings differentials between men and
Paper 14-08 Sung Joon Paik women in Korea (1990-2010)
Working 14-09 Shun Wang Social Capital ar'ld Rotating Lab'or Associations:
Paper Evidence from China
Workin Recasting the North Korean Problem:
Pa erg 14-10 Hun Joo Park Towards Critically Rethinking about the Perennial Crisis of the Amoral Family State
P and How to Resolve It
V\;o;g;rr\g 14-11 Yooncheong Cho Justice, Dissatisfaction, and Public Confidence in the E-Governance)
V\;o;g;rr\g 14-12 Shun Wang The Long-Term Consequences of Family Class Origins in Urban China
V\;o;g;rr\g 14-13 Jisun Baek Effect of High-speed Train Introduction on Consumer Welfare
V\;o;g;rr\g 14-14 Jisun Baek Effect of High Speed Trains on Passenger Travel: Evidence from Korea
V\;o;g;rr\g 15-01 Tae-Hee Choi Governance and Business Ethics - An International Analysis
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