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With the rapid expansion of multinational corporations, businesses face increasing ethical challenges stemming from cultural, political and societal differences. While global trade has indeed created numerous economic opportunities, it has also subjected enterprises to divergent expectations regarding fairness, transparency, accountability and environmental protection. Therefore, enterprises often need to adjust their behavior according to the specific situation of the country where they operate. This article discusses how enterprises can deal with these problems by comparing China, Japan and Europe, three regions with significant differences in cultural traditions, ethics and regulatory frameworks.

This study mainly focuses on two main questions. The first question is whether companies can participate in global trade without compromising their ethical standards. The second question is whether they can achieve financial objectives while upholding environmental responsibilities? Cultural differences profoundly affect the expectations of corporate behavior in different regions, which makes it difficult for multinational companies to follow unified ethical standards. However, frameworks such as stakeholder participation, environmental, social and governance practices, and international norms can help companies respond to ethical challenges more effectively. While it is unrealistic to expect global business ethics to be consistent, companies can act more responsibly by enhancing cultural awareness, enhancing transparency, oversight and sustainability efforts.
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1. Introduction

As multinational companies operate in countries with huge differences in different cultural values and regulatory frameworks, corporate ethics has become a core challenge. Moral conflicts often arise in labor rights, corporate governance and environmental responsibility, because practices that are considered acceptable in one region may be considered immoral or illegal in other areas. For example, although Apple publishes a “supplier responsibility” report every year, its supply chain in China continues to face criticism for issues such as poor working conditions, excessive overtime, wage violations, and restrictions on workers’ rights (Chan et al., 2022).

These tensions tend to be especially noticeable in places such as China, Japan and the European Union. In Japan, Toyota's long-term stakeholder-oriented corporate governance model, as well as the corporate culture of lifelong employment and distinct hierarchy, has recently been challenged by shareholder-oriented investors. This transformation occurs in the context of global financialization, which exacerbates the risk of corporate misconduct (Su et al., 2025). At the same time, in the European Union, stricter rules on environmental, social and governance (ESG) disclosure and sustainability responsibilities are gradually reshaping how companies operate, making formal compliance and greater transparency the main routes through which firms try to demonstrate ethical management. (Hummel and Jobst, 2024).
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Hofstede’s (2001) framework is still one of the most used perspectives for studying cultural differences in business. Although the model was developed many years ago, recent research continues to show that cultural values have a strong influence on how people make ethical decisions (Goodwin et al., 2020). For instance, in cultures with a more collectivist character, group loyalty and the necessity of maintaining social harmony are often accorded greater importance, and these values influence how individuals respond to ethical dilemmas. Reporting misconduct can feel risky for employees, as it may upset team harmony or strain relationships with coworkers. In contrast, in a more individualistic society like the United Kingdom, people tend to attach more importance to personal responsibility and follow formal rules, which makes reporting immoral behavior more acceptable at the broader social level.

The difference between universalism and particularism in Trompenaars’ framework also helps to explain why moral judgments vary across cultures. In a universalist culture, rules and laws are equal in all situations. However, in the specialist culture, decision-making depends more on specific situations and personal relationships. This is especially relevant in business situations involving gift-presenting, negotiation style or conflict resolution. For example, according to the Western zero-tolerance compliance standards strictly followed by companies such as Siemens and Rolls-Royce, those acts that are clearly classified as bribery may be regarded as relationship-building measures aimed at building long-term trust and cooperation in some Asian business environments (Changwatchai and Dheera-aumpon, 2023; Wu and Chen, 2023; Zhang and So, 2024).

Studies suggest that power dynamics in the workplace also influence how people handle ethical concerns. When the hierarchy is very strong, employees often avoid questioning their superiors, even if they feel uncomfortable, and this can slowly make such actions seem acceptable. But in workplaces with a more equal atmosphere, it is generally more acceptable for employees to speak up or challenge decisions they find questionable (Thomas, 2020).
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Confucian-influenced Eastern ethics usually highlight harmony, respect, hierarchy and strong interpersonal ties (Yuan et al., 2023). These traditions affect the decision-making methods within enterprise. For instance, employees may avoid direct conflicts with superiors, while enterprises may put long-term stability above short-term profits. The decision-making process may also be slower, because it is more inclined to reach consensus.

In contrast, Western ideas about ethics often grow out of a focus on individual rights and clear rules (Cuihong and Yin, 2025). The aim is to make decision-making more open, encourage people to take responsibility for their actions, and make sure companies follow the law. In many Western workplaces, employees are generally expected to raise concerns when they notice a problem, use formal channels to report it, and question decisions they believe to be unfair or unethical. This difference in ethical style may lead to misunderstandings when cooperating with companies with different cultural backgrounds.

Kishore Mahbubani points out that many Western countries tend to assume that their ideas about freedom should apply broadly, while in a lot of Asian societies people often put more importance on social order, stability, and overall development than on individual rights. From this perspective, the moral differences between East and West enterprises reflect deeper differences in civilization and history. This helps explain why Western-style transparency and reporting mechanisms are not always easily accepted in the Asian business environment (Asaoka, 2020; Mehdi, 2020).
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The Integrated Social Contract Theory emphasizes the challenges of finding a balance between universal norms and local customs (Deva, 2023). Universal norms, such as basic labor rights, are expected to be respected worldwide. However, a wide range of business ethics practices are still shaped by local expectations. For instance, although companies like Apple and Nike have publicly committed to removing forced labor from their global supply chains, they continue to face difficulties in fully applying these standards across the complex networks of subcontractors in developing countries (LeBaron, 2021).
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The Environmental, Social and Governance (ESG) framework has become a universal tool for measuring corporate ethics. However, the meaning of the word "ESG" varies from region to region. Europe emphasizes strict reporting requirements, Japan focuses on long-term values and stakeholder solidarity, while China links ESG with national development goals, such as poverty alleviation and green transformation (Yang et al., 2024). These differences show that even so-called universal standards may end up being used or understood quite differently when they are applied in real cultural and political contexts.

[bookmark: _Toc216370602]3. International comparison: cultural, political and social constraints in Business Ethics

[bookmark: _Toc216370603]3.1. China

China’s business ethics are shaped by cultural traditions as well as by the role of the government. The Confucian idea of “relationships” shows that trust is often built through personal ties, so business activities in China commonly make use of informal personal networks rather than formal rules. The government also plays a major part in this system, since companies are usually required to support the country’s broader development goals (Tse et al., 2024). For Western firms that are used to open procedures and a clear divide between business and politics, this situation can be confusing, because in China these divisions are not always obvious.

It is often challenging for companies to manage their supply chains well. Many Chinese suppliers operate within fiercely competitive markets where low costs are paramount. Western firms frequently encounter difficulties when attempting to enforce stringent labor standards, owing to differing local norms and the inherent complexity of maintaining consistent auditing practices (Yang and Zou, 2025).

Recent empirical research also indicates that Chinese suppliers often encounter conflicting institutional pressures: on the one hand, they must meet the ethical auditing requirements of foreign buyers; on the other hand, they must survive in the highly competitive local market. This pressure has pushed some suppliers to act compliant during audits, even though their usual day-to-day operations continue as before (Cao and Jayasinghe, 2024). As a result, practical ethical problems often come up when the two parties discuss contract details or make business decisions.
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In Japan, people in the workplace often try to maintain harmony (wa), create a calm daily atmosphere, and build long-lasting relationships with the companies they belong to. In many organizations, major decisions are usually made collectively so that everyone can accept the result. Although this method may be relatively slow, resulting in delays in change, it also helps to keep the situation stable. Workers usually show strong loyalty to their company, and companies often give them stable, long-term jobs. However, this emphasis on harmony may make employees reluctant to report unethical behavior (Asaoka, 2020). Even if the reporting behavior is reasonable, it may be regarded as a breach of harmony.

Several corporate scandals have revealed the moral risk caused by excessive compliance with norms. One well-known example is the accounting scandal at Olympus, where pressure inside the company to keep everything looking consistent and to protect its image meant that the problems were hidden for years before they finally came to light (Gbadamosi, 2020). A similar situation happened in Toshiba, where strong pressure from senior leaders and a strict company hierarchy made it easier for serious financial problems to go unnoticed for a long time (Demetriades and Owusu-Agyei, 2022). These cases suggest that although Japanese corporate culture often creates a steady and trusting atmosphere, it can also make people more cautious about speaking openly or taking responsibility when ethical problems would disturb the harmony of the group (Asaoka, 2020).

[bookmark: _Toc216370605]3.3. European Union

Europe places strong emphasis on following legal rules and taking responsibility. For example, the Corporate Sustainability Reporting Directive (2023) asks companies to describe how their activities affect the environment and society. A year later, the Corporate Sustainability Due Diligence Directive (2024) expanded on this by requiring firms to pay closer attention to what is happening in their supply chains. Together, these expectations reflect European ideas about fairness, openness and protecting workers (Hummel and Jobst, 2024). Because of this, businesses in Europe are expected to act responsibly, and if they fail to do so, they may face strong criticism from the public.

However, strict supervision will also bring huge compliance costs to enterprises. Recent research shows that the sustainable development and due diligence regulations imposed by the European Union have significantly increased the compliance and reporting burden on enterprises (Christensen et al., 2021). For example, energy companies such as Shell and BP have come under tighter government attention because of their carbon pollution. In 2021, a Dutch court demanded that Shell significantly reduce its global emissions, while BP was opposed by investors and the public because it was considered a delay in climate transition (Domans and Preston, 2021).
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These cultural and political differences pose great challenges to multinational companies. Companies operating in China may find it difficult to supervise labor standards. Firms conducting business in Japan may struggle to encourage employees to report violations. In Europe, companies often must deal with higher costs because the rules are very strict. Problems in Apple’s supply chain in China (Jianji et al., 2025), BP’s environmental troubles in Europe, and criticism directed at some Japanese companies all highlight how difficult it can be for businesses to keep the same ethical standards in different countries.
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Avoiding ethical compromises in global trade proves exceedingly difficult. A lot of global supply chains have many different subcontractors involved, so it’s almost impossible for companies to check every step (LeBaron, 2021). A company may plan to behave ethically, but it doesn’t always work out that way. Short staffing, limited funding or loose checks on compliance can easily disrupt these plans.

Another growing challenge involves differences in the enforcement of anti-corruption laws. Even though some countries have formulated similar anti-bribery regulations, there are great differences in the implementation, which has brought inconsistent expectations to multinational companies. Research suggests that when laws are not enforced properly, corruption becomes more likely, and firms that actually try to follow global standards may find themselves at a disadvantage (Christensen et al., 2022).

Corruption and Bribery

[bookmark: OLE_LINK5]Corruption remains a significant challenge for global trade. Research consistently indicates substantial variations in corruption levels across different regions, presenting difficulties for multinational corporations operating within diverse legal and cultural environments (Sartor and Beamish, 2020). Western enterprises, tightly bound by stringent anti-bribery regulations such as the UK Bribery Act and the US Foreign Corrupt Practices Act, may find themselves at a disadvantage in markets where practices deemed improper by Western standards are regarded locally as normal relationship-building or essential for conducting business. These wildly different expectations can put Western businesses in a real ethical bind when they’re doing cross-border trade (Bahoo et al., 2020).

[bookmark: _Toc216370609]4.2. Environmental crisis: should business care?

Climate change has become one of the major ethical issues that companies must deal with today. According to the Intergovernmental Panel on Climate Change (2023), the environmental impact of business activities is still increasing (Masson-Delmotte et al., 2023). As a result, people such as governments, consumers and investors now expect companies to cut emissions, use cleaner technologies and take part in supporting sustainable development (Ng et al., 2025).

A good example is Coca-Cola, which has often been mentioned as a major contributor to global plastic pollution. This raises concerns about whether large multinational companies can genuinely balance making profits with protecting the environment. Although Coca-Cola has made sustainability pledges and put money into developing recyclable “plant bottle” technology, researchers note that the company still produces a very large number of single-use plastic bottles each year. Because of this, critics argue that its environmental promises do not fully match the real impact of its business activities (Chua et al., 2020).

At the same time, Coca-Cola's efforts to reduce carbon emissions in its supply chain, including the use of lighter packaging and expansion of bottle recycling programs, demonstrate how large enterprises are striving to respond to growing regulatory and stakeholder pressure. This tension makes Coca-Cola a clear case of the ethical dilemmas global companies face when trying to act responsibly and remain profitable at the same time (Weatherwax, 2025).
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Companies such as Shell and BP face stringent environmental requirements when operating in Europe, yet they have delayed portions of their transition plans due to investor pressure for short-term returns (Raimi and Newell, 2024). This conflict demonstrates that even with rigorous regulation, businesses must navigate difficult trade-offs across multiple fronts. By contrast, firms like Ørsted illustrate that shifting towards renewable energy can be profitable when underpinned by long-term planning and public investment (Saleh and Hassan, 2024).
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Restrictions on junk food advertising in the UK have compelled companies to alter their marketing strategies (Mytton et al., 2020). At the same time, in the United States, the relatively relaxed rules allow fast-food companies to use more aggressive marketing methods. These contrasts show how people’s views on public health can shape the way businesses act.
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Multinational companies have developed a variety of strategies to address global ethical conflicts. These strategies include adjusting ethics according to local conditions, enhancing the participation of stakeholders, integrating environmental, social and governance principles into the governance system, and providing cross-cultural moral training (Saittakari et al., 2023). Although these strategies cannot completely eliminate the ethical dilemma, they help enterprises cope with complex environments more effectively.
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As cultures vary widely across countries, it doesn’t make much sense to think the same moral rules would suit every situation. In real situations, companies usually have to find a middle ground between widely accepted ideas—such as respecting human rights—and what local customs and history expect from them. The idea of “compatibility” suggests that a company can still act responsibly while earning money, but this usually requires long-term planning, support from its employees, and clear communication within the organization.

Leadership really does make a difference. Managers who have a good sense of different cultures are more likely to understand local expectations, avoid misunderstandings, and make decisions that follow global standards while still respecting local ways of doing things. The UN Global Compact, the OECD’s advice and the Sustainable Development Goals all try to give some overall direction. Even so, countries often differ in the actual application of these policies, depending on their specific circumstances. This usually comes down to each country's own situation, which in tuch affects the implementation of these concepts.

[bookmark: _Toc216370615]7. Conclusion

This article shows that cultural, political and social factors have a profound impact on business ethics. The differences between China, Japan and European Union show that there are significant differences in views on what kind of behavior is ethical in different regions, which makes it extremely difficult to unify moral standards globally. Ethical conflicts often appear because countries differ in how they communicate, how they set rules, how they treat workers, and what they expect from companies when it comes to the environment.

Nevertheless, while perfect ethical uniformity may prove elusive, businesses can mitigate harm by strengthening governance, enhancing supply chain oversight, collaborating with stakeholders, and respecting cultural differences. Even though different regions may look at environmental, social and governance (ESG) ideas in their own way, these principles still help companies think more carefully about their responsibilities. When it comes to following global business ethics, what really matters is holding on to some basic shared values, but at the same time being aware of cultural differences that can influence how decisions are made. It also means being open about the choices a company makes, especially when the decisions are difficult and people want to understand the reasons behind them.
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