


Executive Summary
This report examines the impact of cultural, political, and social environments on the ethical practices of multinational corporations, with a focus on McDonald's and Starbucks as case studies. It explores the role of cultural relativism in shaping business strategies, highlighting how companies adapt to local norms while addressing ethical dilemmas. The report uses Carroll’s Corporate Social Responsibility Pyramid to evaluate the balance between profit maximisation, environmental sustainability, and social responsibility. It investigates whether businesses can operate ethically in a global marketplace, considering issues such as climate change, consumer health, and cultural sensitivities. The report concludes that international businesses must adopt a compatibilist approach, balancing ethical considerations with economic objectives. This requires moral awareness, sensitivity, imagination, and courage to navigate competing tensions in diverse markets. By embracing sustainable and responsible practices, companies can achieve long-term success while contributing positively to society and the environment.
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Moral clarity frequently becomes blurred when people leave home and travel outside the borders of their own country. Uncertainty is elusive in the absence of a common background of views, as well as well-known legal frameworks and judicial processes that establish norms for moral behaviour (Ermasova, 2021). In the context of a globalized economy, businesses today face an increasingly complex landscape where cultural, political, and social environments significantly influence their operations. One of the critical areas affected by these factors is business ethics, which encompasses the moral principles and values that guide business behaviour. As organizations expand across borders, they must navigate different cultural norms, regulatory environments, and societal expectations, all of which shape how ethical decisions are made (Procházka and Jirásek, 2023). This report critically evaluates how businesses are constrained by their cultural, political, and social environments, drawing on international comparisons to highlight differing sensitivities and cultural requirements. This report will address the following key problem: How the effectiveness of business practices in a company's home country can be influenced by differing standards of ethical conduct in other countries? The report focuses on McDonald’s and Starbucks as case studies to highlight the tensions and complexities that international companies must navigate.
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	In a globalized economy, businesses are exposed to a wide array of cultural, political, and social environments, each of which can significantly constrain their operations and influence their ethical decision-making processes (Procházka and Jirásek, 2023). Hence, the following paragraphs will first explore the external factors faced by international businesses, further discuss the core issue behind ethical principles,  and finally look back at the ethical practice in corporate social responsibility.
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Culture is one of the most influential factors shaping business ethics. Cultural relativism suggests that ethical principles and moral values are shaped by cultural contexts, meaning what is considered ethical in one culture may not be the same in another (Oumlil and Balloun, 2017). In a global marketplace, businesses must adapt to these differing cultural norms to gain acceptance and avoid backlash (Zhang et al., 2023). Yasmeen and Fischer (2024) pointed out that McDonald's, the company that operates in over 100 countries, has tailored its menu to reflect local cultural and religious practices. In India, where a significant portion of the population follows Hinduism and does not eat beef, McDonald’s has adapted its offerings to exclude beef products and introduced vegetarian options like the McAloo Tikki burger. Similarly, in the Middle East, where Islamic dietary laws (halal) are important, McDonald’s offers halal meat options in its outlets (Singireddy, 2020). In contrast, a company that insists on imposing a uniform business model, regardless of cultural context, may face resistance. This highlights the ethical dilemma between respecting cultural differences and maintaining a consistent corporate identity.
The political environments in which businesses operate can also constrain their actions. In some countries, businesses are required to adhere to laws and regulations that promote ethical behaviour, while in others, weak legal frameworks may allow businesses to exploit labour, engage in corrupt practices, or degrade the environment with little consequence (Zhou and Ran, 2023). For instance, in the European Union, McDonald’s and other corporations are subject to stringent food safety laws, environmental regulations, and labour laws (Singireddy, 2020). However, in countries with less regulatory oversight, businesses may face fewer constraints on their operations, potentially leading to ethical compromises. McDonald’s must navigate these political environments by ensuring compliance with local laws while also addressing broader ethical concerns about labour rights, environmental sustainability, and corporate governance (Singireddy, 2020). The findings suggest that while ethics programs are designed to reduce unethical behaviour, their effectiveness is significantly enhanced when they contribute to a strong ethical culture. This implies that political contexts, which may shape ethical culture, can also impact the success of ethics initiatives in organizations. 
Social factors, such as public opinion, consumer demand, and social movements, can also shape business ethics. Social expectations surrounding corporate behaviour are constantly evolving (Blanco-González et al., 2024). Today’s consumers, particularly in developed economies, are increasingly concerned with issues such as sustainability, diversity, and fair labour practices (Chen, Hong and Occa, 2019). As such, You claimed (2024) that businesses must adapt to these changing social expectations to maintain consumer loyalty and safeguard their brand reputation. Similarly, McDonald’s has faced increasing pressure from consumers and activists to address environmental issues, such as deforestation caused by its supply chain and its contribution to the global obesity epidemic (Ermasova, 2021). In response, McDonald’s has made efforts to adopt more sustainable practices, including sourcing ingredients from sustainable farms and offering healthier menu options.
[bookmark: _Toc187445864]Trade in a global market with ethical principles
The concept of trade in a global market intertwined with ethical principles is increasingly significant in contemporary business practices. Ethical trade, characterized by codes of conduct aimed at worker welfare, has emerged as a form of corporate self-regulation within global commodity chains. A critique of ethical trade by Mladenovic and Cuzovic (2014) reveals its integration into corporate strategies and management systems, particularly among UK food and clothing retailers. Variations in commitment to ethical trade among these retailers are influenced by corporate culture, financial management, and restructuring, which in turn affect their approaches to social auditing within supply chains.
The tension between respecting local cultural norms and maintaining ethical principles that transcend cultural boundaries is one of the key challenges faced by multinational companies. But businesses can operate in global markets without compromising ethical principles (Sama, Stefanidis and Horak, 2020). Some proponents of business ethics argue that businesses should adhere to a set of universal ethical standards that apply to all cultures. These standards might include respect for human rights, environmental protection, fair labour practices, and anti-corruption measures (McNerney, 204). international conventions such as the Universal Declaration of Human Rights set out a framework for what constitutes ethical behaviour in terms of labour rights, gender equality, and freedom of expression (McNeilly, 2023). Proponents argue that businesses should prioritize these universal ethical principles, regardless of cultural differences. However, others argue that cultural relativism should guide business practices in the global marketplace. According to this view, businesses must respect and adapt to local cultural values and norms, even if these values differ from the ethical standards upheld in their home countries. McDonald’s, for instance, has embraced cultural relativism by adjusting its menu to reflect local tastes and dietary restrictions. While this approach may be seen as a form of cultural respect, it also raises questions about whether businesses are truly upholding ethical standards or simply exploiting cultural differences for profit (Eriksen, 2017). The challenge, therefore, lies in finding a balance between adhering to universal ethical principles and respecting cultural diversity. Businesses must critically evaluate which ethical principles are non-negotiable and which can be adapted to local norms, without compromising their overall integrity.
Corporate social responsibility
The study by Bogoviz, Lobova and Alekseev (2022) emphasizes the importance of corporate social responsibility in addition to financial success and addresses the subject of whether corporations should prioritize profit alone or take other aspects into account. It was demonstrated by them that businesses benefit from corporate social responsibility connection with the Sustainable Development Goals since it enables them to manage profit-related risks while satisfying stakeholder demands. The results show that there are often few risks associated with incorporating corporate social responsibility into business plans, indicating that companies may seek social responsibility without seriously compromising their bottom line (Arbogast and Agrawal, 2019). Corporate social responsibility is becoming more and more ingrained in business plans, indicating a move away from merely complying with regulations and toward an understanding of its potential advantages for stakeholder involvement and long-term sustainability. Corporate social responsibility and profit have a complicated relationship; for example, McDonald's research indicated that businesses with strong CSR policies typically had higher profits, especially when considering the benefits of employee involvement (Ermasova, 2021).
The traditional view of business ethics holds that the primary responsibility of businesses is to maximize profits for their shareholders. However, this view is increasingly being challenged by calls for corporate social responsibility and sustainable business practices. Should businesses prioritize profit over ethical considerations such as culture, religion, and politics? Historically, businesses have focused on maximizing profits for their shareholders, operating under the belief that this is their primary responsibility. Profit maximization is seen as the foundation of business success, ensuring that the company can generate revenue, invest in growth, and provide returns to investors. However, this profit-centered view has been criticized for neglecting the broader social and environmental impact of business operations. The rise of corporate social responsibility has challenged the traditional profit-maximization model (Sen and Edinger-Schons, 2019).
Corporate social responsibility emphasizes the importance of businesses considering the social, environmental, and ethical consequences of their actions. This includes issues such as fair labour practices, environmental sustainability, diversity, and community engagement (Rodella and De Giacomo, 2023). Today, businesses are expected to act in ways that benefit not only their shareholders but also society at large. McDonald’s and Starbucks have both adopted corporate social responsibility initiatives to address environmental concerns, improve labour conditions, and promote social causes. McDonald’s has made efforts to reduce its carbon footprint by sourcing sustainable ingredients and minimizing waste, while Starbucks has invested in renewable energy and supported fair trade initiatives. However, corporate social responsibility initiatives are often driven by consumer demand and brand reputation, rather than an intrinsic commitment to ethical principles. This raises the question of whether businesses are genuinely prioritizing ethical considerations or simply responding to external pressure to improve their image.
The environmental impact of business operations is an issue that has gained significant attention in recent years, as scientific evidence about climate change and pollution has become more prominent (Jiménez‐Parra, Alonso‐Martínez and Godos‐Díez, 2018). The question of whether businesses should care about human activities that contribute to pollution and the climate emergency is underscored by various studies highlighting the implications of corporate sustainability practices. The climate emergency and environmental degradation are among the most pressing issues facing businesses today. As the impacts of climate change become increasingly apparent, businesses are being called upon to reduce their environmental impact by adopting sustainable practices (Rodella and De Giacomo, 2023). This includes reducing carbon emissions, minimizing waste, and adopting renewable energy sources. For example, McDonald’s has committed to sourcing sustainable ingredients and reducing its environmental footprint. The company has pledged to reduce greenhouse gas emissions and move toward a more sustainable supply chain. Similarly, Starbucks has made significant efforts to address environmental issues by investing in renewable energy and sustainable farming practices.
Businesses around the world approach environmental responsibility differently, depending on the political, social, and economic context. In countries with strong environmental regulations, such as those in the European Union, businesses are required to meet stringent environmental standards (Machalaba et al., 2021). In contrast, in countries with weaker environmental laws, businesses may face fewer regulatory constraints, which can lead to environmental degradation and exploitation of natural resources. The ethical responsibility of businesses to protect the environment is not just about compliance with local laws but also about making a positive impact on global sustainability. Companies that fail to address environmental issues may face consumer backlash, regulatory penalties, and long-term financial risks (Hoeben, Otto and Chersich, 2023). 
The challenges faced by businesses in balancing ethical considerations with profit-making objectives are significant. However, it is possible to adopt a compatibilist approach, where businesses can balance economic goals with environmental sustainability and social responsibility. Many businesses have adopted sustainable business models that align profitability with ethical practices (Peng, 2024). This includes investing in renewable energy, reducing waste, and adopting fair trade practices. By integrating sustainability into their business strategies, companies can create long-term value for shareholders while contributing to environmental and social well-being. Adopting a compatibilist approach requires strong corporate governance and ethical decision-making proces,ses. Businesses must prioritize long-term sustainability and ethical considerations, even if it means sacrificing short-term profits. This approach requires moral awareness, moral sensitivity, and moral courage, as business leaders must be willing to make difficult decisions that may not always align with immediate financial goals.
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In conclusion, the global business landscape is shaped by a complex web of cultural, political, and social factors that influence business ethics. Companies like McDonald's and Starbucks have demonstrated the importance of adapting to local cultural norms through cultural relativism, while also addressing the broader ethical responsibilities associated with their operations. As businesses expand globally, they must navigate the competing tensions between respecting cultural diversity and adhering to universal ethical principles (Reichardt, 2023).
The rise of corporate social responsibility highlights the growing recognition that businesses cannot focus solely on profit maximization but must also consider their impact on society, the environment, and local communities. Achieving a balance between these competing goals requires moral imagination
Top of Form
Bottom of Form
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