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Abstract: 
This paper critically examines the responses of management functions to ethical challenges and explores how business practices are influenced by cultural, political, and social environments. Through an analysis of business practices across different countries, it focuses on the core values underlying ethical tensions, identifies the root causes of issues, and seeks potential solutions. Additionally, it discusses a range of business ethics-related topics, such as ethical principles in global trade, corporate considerations of religion, politics, and culture, and the responsibility to address environmental issues, aiming to reveal the complex contexts and strategies faced by modern business.
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[bookmark: _Toc187424240]1. Introduction
Ermasova (2021) mentioned that in the contemporary globalized business environment, companies are increasingly confronted with complex ethical challenges that are shaped by diverse cultural, political, and social contexts. These challenges are further exacerbated by significant differences in business practices across regions, where ethical standards may vary substantially. Gandrita (2023) point out that management functions play a crucial role in navigating these challenges, as their decisions directly impact the long-term sustainability of enterprises. Strategic planning, organizational design, leadership, and control mechanisms are all vital components in addressing ethical concerns. Prasso (2008) in his report noted that ,notably, theories proposed by thinkers such as Kishore Mahbubani on East-West business practice disparities offer a valuable framework for understanding the role of ethics in global business. The interplay between cultural traditions, legal regulations, and societal expectations influences how businesses approach issues such as labor rights, environmental protection, and corporate social responsibility. As such, businesses must not only comply with local ethical norms but also balance them with global expectations. This paper explores the multifaceted ethical dilemmas businesses face in international contexts and the management strategies employed to address these issues while maintaining sustainable operations.

[bookmark: _Toc187424241]2.Responses of Management Functions to Ethical Challenges
[bookmark: _Toc187424242]2.1 Ethical Considerations in the Planning Function
Maleka (2023) mentioned that when formulating strategic plans, businesses must integrate ethical considerations into their decision-making process. For instance, when entering a new market, companies should not only focus on market potential and profitability but also account for local cultural practices, societal expectations, and potential ethical controversies. Alageel and Alomair (2024) point out that if a company plans to introduce a specific product, such as alcoholic beverages, into a region with strong religious beliefs, it must carefully weigh the conflict between religious taboos and commercial interests. Ignoring these concerns could lead to public backlash, damaging the company’s reputation and impeding its long-term growth. For example, when Starbucks first entered the Middle Eastern market, the company had to adapt its product offerings and operations to align with Islamic dietary laws, ensuring that no alcohol or pork products were included in their stores. Such adaptations reflect the company's awareness of local ethical standards and its ability to navigate cultural sensitivities, which ultimately contributed to its successful expansion. Galli-Debicella (2022) noted that management must proactively anticipate these ethical risks, adjusting strategies as needed to ensure that business development aligns with local ethical norms. This foresight not only helps prevent potential conflicts but also fosters a positive and sustainable business presence in diverse regions.
2.2 [bookmark: _Toc187424243]Organizational Functions and Ethical Framework
Ellman and Pezanis-Christou (2010) mentioned that in the design of organizational structures, it is essential to foster an environment that promotes ethical behavior. On one hand, it is crucial to clearly define the roles and responsibilities of each department and position to prevent unethical behaviors such as rent-seeking or shifting responsibility. Kancharla and Dadhich (2021) refer to establishing a stringent financial approval process can effectively curb internal corruption by ensuring that financial decisions undergo multiple layers of scrutiny. Gohi, Wang, Bohou. etal. in their study it was noted that on the other hand, companies must actively communicate their ethical values to employees through training and awareness programs. Regular professional ethics training helps employees understand that respecting cultural customs in cross-cultural business collaborations is a fundamental requirement. Aithor (2024) mentioned that when Walmart expanded into China, the company emphasized the importance of understanding local consumer behavior and respecting cultural differences, which helped it navigate the complex Chinese retail environment. By embedding these ethical principles into the organizational framework, businesses ensure that employees not only adhere to ethical standards but also contribute to building a corporate culture that prioritizes integrity and responsibility. This organizational commitment is key to ensuring that ethical practices are effectively implemented at all levels of the company.
2.3 [bookmark: _Toc187424244]Ethical Leadership in Management Functions
Li and Qiu (2023) in their study mentioned that as the stewards of a company, leaders serve as role models whose actions significantly influence the ethical climate within an organization. In the face of ethical dilemmas, such as when a supplier offers low-priced materials with questionable sources, a leader who decisively rejects such offers and insists on sourcing from compliant suppliers sends a strong message to the entire organization about the importance of upholding ethical standards. This approach not only ensures that the business remains compliant but also demonstrates a commitment to ethical integrity. For example, when Nike faced backlash over labor practices in its overseas factories, the company's leadership responded by implementing a strict code of conduct for suppliers, ensuring compliance with labor standards and promoting transparency. Moreover, Dinc and Aydemir (2014) noted that leaders must motivate employees to practice ethical principles in their daily work. By introducing reward systems that recognize employees for exhibiting virtuous behaviors—such as maintaining honesty with customers, protecting their privacy, or demonstrating fairness—leaders can create an organizational culture where ethical conduct is encouraged and celebrated. In this way, ethical leadership shapes the behavior of employees, fostering an environment where the company’s values are consistently upheld, thus guiding the organization toward long-term sustainability and success. Serang, Ramlawati, Suriyanti. Etal. also made the same point in their study.
2.4 [bookmark: _Toc187424245]Control Functions in Managing Ethical Risks
Mokander, Morley,Taddeo,and Floridi (2021) mentioned that to effectively manage ethical risks, businesses must establish robust monitoring mechanisms to identify and address potential issues. Regular audits of business processes are essential to detect problems such as labor rights violations, environmental harm, or unethical sourcing practices. For instance, in the garment manufacturing industry, companies must ensure that production processes are free from exploitative practices, such as child labor or excessive overtime. When such issues are identified, prompt corrective action must be taken to maintain ethical standards and comply with relevant regulations. A real-world example of this is the 2013 Rana Plaza disaster in Bangladesh, where clothing factories were found to be operating under unsafe conditions, resulting in the deaths of over a thousand workers. Following this tragedy, many companies, including brands like Primark and H&M, significantly improved their monitoring processes, implemented better workplace safety protocols, and conducted more rigorous supplier audits. Card (2020) noted that businesses must adjust their ethical risk management strategies in response to both internal and external changes, such as shifts in regulatory landscapes or evolving societal expectations. By staying attuned to these changes, companies can proactively address emerging ethical challenges and ensure that their operations remain compliant with both local and global standards. This ongoing adaptation is crucial for businesses striving to maintain ethical integrity in an increasingly complex environment.
[bookmark: _Toc187424246]3. The Constraints of Cultural Environment on Business
3.1 [bookmark: _Toc187424247]The Impact of Value Differences
Cultural differences in value systems play a profound role in shaping business behavior. In regions where individualism is prominent, particularly in Western cultures, businesses emphasize personal achievement and innovation, with employees inclined to showcase individual abilities. Decision-making tends to be faster and is often guided by the pursuit of personal or organizational profit maximization. In contrast, in collectivist cultures such as those in Japan, businesses prioritize teamwork and collective honor, with decisions typically involving extensive internal consultations to maintain team harmony and overall organizational stability. These value system differences can create challenges in cross-cultural collaborations and team dynamics, often leading to communication barriers, goal conflicts, or inefficiencies. For example, in joint ventures between Western and Asian firms, the Western approach of quick decision-making may clash with the slower, consensus-driven process valued in Asian cultures. The challenge was evident in the 2010 joint venture between Microsoft and a Chinese company, where contrasting approaches to management and decision-making created tensions that delayed the rollout of new products. Marinho, Luna and Beecham (2018) noted that companies operating in diverse cultural environments must understand these differences and adapt their practices to bridge potential gaps. Successful companies, such as Toyota, have made deliberate efforts to integrate both individual initiative and collective collaboration, thereby balancing these cultural values to foster effective cooperation and business growth across regions.
3.2 [bookmark: _Toc187424248]Cultural Traditions and Business Customs
Cultural traditions give rise to distinct business customs that influence commercial interactions in different regions. In China, personal relationships (guanxi) play a vital role in business dealings, where trust is often built through cultivating personal connections. Business dinners, gift-giving during holidays, and other forms of personal engagement are common practices that help establish rapport and credibility. These customs highlight the importance of social relationships in ensuring smooth business transactions. Marcia Qu (2015) point that Western countries place greater emphasis on contractual agreements, where the focus is on detailed and precise contract terms. Business transactions are expected to adhere strictly to these agreements, with legal formalities often taking precedence over personal relationships. If businesses fail to recognize these cultural differences, misunderstandings may arise during negotiations or contract fulfillment, potentially damaging partnerships. For instance, when an American company entered into a joint venture with a Chinese firm, cultural differences in business practices caused friction. The American side, expecting clear contractual obligations to be prioritized, was frustrated by delays and informal agreements, while the Chinese partner saw the process as an opportunity to solidify personal relationships. Such examples underscore the need for cross-cultural understanding, as businesses that adapt to and respect these differing traditions can navigate international partnerships more successfully.
[bookmark: _Toc187424249]4. The Constraints of Political Environment on Business
4.1 [bookmark: _Toc187424250]The Guiding Role of Policies and Regulations
Baratta, Cimino and Longo. Etal. (2023) mentioned that government policies and regulations directly shape the operational boundaries of businesses. In the environmental sector, many countries have implemented stringent carbon emission laws, compelling businesses to invest in the development of energy-saving and emission-reduction technologies. Failure to comply with these regulations can result in hefty fines or even the suspension of operations. For example, several European countries have progressively tightened vehicle emissions standards, creating significant pressure on automotive companies to shift towards renewable energy sources and more sustainable production methods. This regulatory environment forces businesses to adjust their strategic planning to align with these evolving policies, ensuring that their operations remain legal and compliant. A prominent example of this shift is seen in the automotive industry, where companies like Volkswagen and General Motors have invested heavily in electric vehicles (EVs) to meet stricter emissions standards. These companies have embraced the transition, understanding that adhering to environmental regulations is not only a legal requirement but also an opportunity to innovate and remain competitive in the market. As environmental policies become increasingly stringent, companies must be proactive in integrating sustainability into their business strategies, ensuring both compliance and long-term growth in an environmentally conscious world.
4.2 [bookmark: _Toc187424251]The Impact of Political Stability
International Monetary Fund. (2023) in their report mentioned that the stability of a country's political environment significantly influences business investment decisions. In regions experiencing political instability, such as certain countries in the Middle East and Africa, frequent changes in government and social unrest create uncertainties in policy and governance. These instabilities expose businesses to risks, including asset expropriation, breach of contracts, and unpredictable shifts in regulations. As a result, multinational corporations tend to approach investment decisions in these regions with caution, often opting to establish operations in countries with more stable political climates and robust legal frameworks. For example, in the wake of the Arab Spring, many companies reassessed their investments in countries like Egypt and Libya due to the uncertainty surrounding government control and the potential for economic disruption. Conversely, companies have demonstrated a preference for regions such as Singapore and Switzerland, where political stability, transparency, and strong rule of law provide a safer environment for long-term investments. Kiptoo (2024) noted that Political stability not only mitigates risks but also fosters investor confidence, enabling businesses to make strategic decisions that align with long-term growth goals. Therefore, political stability remains a crucial factor for businesses when choosing where to invest and expand operations internationally.
[bookmark: _Toc187424252]5.The Constraints of Social Environment on Business
5.1 [bookmark: _Toc187424253]Public Opinion and Societal Expectations
With the rapid and widespread dissemination of information, societal scrutiny of corporate behavior has become increasingly rigorous. Negative publicity regarding labor exploitation, product safety issues, or unethical practices can lead to immediate public condemnation, significantly damaging a company's brand image. For instance, a well-known fast-moving consumer goods (FMCG) brand was exposed for poor working conditions in a factory in a developing country, which led to widespread consumer boycotts and a sharp decline in sales. This situation exemplifies the power of public opinion in shaping business outcomes. In response, companies must remain vigilant about the evolving direction of public sentiment and proactively address societal expectations regarding corporate social responsibility (CSR). This involves taking steps to ensure ethical practices throughout the supply chain, ensuring fair labor conditions, and addressing environmental concerns, all of which are critical in maintaining a positive public image. A more recent example is Nike, which faced backlash for sweatshop labor allegations in the 1990s. In response, the company implemented strict codes of conduct for suppliers and enhanced transparency regarding its labor practices. Companies that fail to align their practices with public expectations risk not only losing consumer trust but also facing long-term financial consequences. Eccles, Ioannou and Serafeim (2014) maintaining a proactive and transparent approach to societal concerns is essential for protecting corporate reputation and ensuring business sustainability.
5.2 [bookmark: _Toc187424254]Social Movements and Trends
Odziemkowska and Zhu (2021) noted that social movements reflect public demands and often drive significant change within businesses. For example, the global environmental movement has compelled companies to reevaluate their sustainability practices, invest more in eco-friendly technologies, and launch green products to align with growing consumer preference for environmentally conscious brands. Companies that fail to adapt to these expectations risk losing market share to competitors who embrace sustainability. A prominent example of this shift is seen in the automotive industry, where the rise of environmental concerns led major manufacturers like Toyota to pioneer hybrid cars with their Prius model, which gained widespread popularity as consumers became more environmentally aware.
Similarly, the feminist movement has highlighted the importance of gender equality in the workplace, prompting companies to take action to create a more inclusive environment for women. Organizations now focus on improving gender diversity in leadership roles, ensuring equal pay, and enhancing career advancement opportunities for female employees. For instance, companies such as Microsoft and Google have made public commitments to achieving gender parity in their workforce and have implemented policies to support women in technology. Failure to keep pace with such societal trends can lead to reputational damage and a loss of consumer trust. Therefore, businesses must be agile and responsive to societal movements, integrating these trends into their core strategies to remain competitive and socially responsible.
[bookmark: _Toc187424255]6. Conclusion and recommendation
Business activities are shaped by the cultural, political, and social environments in which they operate, offering both constraints and opportunities. To address ethical challenges, management must integrate ethical considerations throughout all aspects of operations, balancing profit goals with corporate social responsibility. As globalization accelerates, the complexities of business ethics will intensify, requiring companies to adapt to diverse cultural and political contexts. Proactive ethical decision-making, continuous innovation, and alignment with local and global standards are crucial for sustaining success. Navigating these complexities with integrity and flexibility is essential for long-term sustainability in the global market.
Enhance Cross-Cultural Management Training
Country Navigator (2021) mentioned that Businesses should increase their investment in cross-cultural management training, focusing not only on basic language skills but also on an in-depth analysis of values, business customs, and ethical perspectives from different cultural backgrounds. Through diverse methods such as case studies and simulated business scenarios, companies can enhance employees’ abilities to communicate and collaborate across cultures, thereby reducing ethical conflicts arising from cultural misunderstandings. For example, organizing international business etiquette training will help employees understand taboos and norms in business interactions across various countries, ensuring that they adapt to local customs when expanding into international markets, thus establishing strong and respectful business relationships.
Establish a Dynamic Ethical Risk Assessment System
Redondo, Torres-Barrán, Insuaand Domingo (2019) mentioned that given the rapidly changing business environment, companies need to build a dynamic ethical risk assessment system. This system should regularly collect internal and external information, including regulatory changes, social media trends, and cultural shifts, and use data analysis tools to quantify potential ethical risks, providing a solid foundation for decision-making. For instance, a dedicated intelligence monitoring team could track the evolution of environmental policies in different countries, predicting their impact on supply chains and production processes, thus allowing the business to adjust its strategic layout in advance and mitigate risks.
Integrate Corporate Social Responsibility into Core Business
Ardiansyah and Alnoor (2024) noted that Corporate social responsibility (CSR) should be integrated into the core business operations, becoming a fundamental component of both strategic planning and daily operations. During product development, factors such as environmental sustainability and social equity should be considered to design products that are more sustainable. In marketing, the company can highlight its CSR initiatives to enhance brand reputation. For example, a cosmetics company could develop a product line using natural, environmentally friendly ingredients while ensuring labor rights within the supply chain, and emphasize this commitment in its advertising, meeting consumer expectations for quality while aligning with societal demands for 
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