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Effects of Business Ethics on Competitive Advantage

Sang-Man LEE* - Guo-Wei ZHANG** - Hyun-Chul CHOI***

Abstract

The purpose of this study is to see if business morality affects the competitive advantage
of the firms. It distinguishes itself from most of the previous studies in that it focuses on the
case of small and medium-sized businesses as unit of analysis, rather than large businesses.
Another distinction is it uses the competitive advantage of the firms as dependent variable
instead of management performance. The result of the empirical research are as follows. All
the three independent variables such as individual factors, organizational factors and social
factors, which compose the business moral dimension, have significant effects on cost
advantage. In case of differentiation advantage as dependent variable, individual factors and
organizational factors significantly affect the differentiation advantage in a positive way,

whereas social factors show no significance in relationship with differentiation advantage.

Keywords: business morality, competitive advantage, cost advantage, differentiation

advantage, management performance
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