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Against the backdrop of deepening economic globalisation, multinational enterprises frequently encounter business ethics conflicts caused by cultural differences when operating across countries and regions. Focusing on cultural differences in business ethics, this essay compares the characteristics and cultural roots of business ethics in Europe, China and Japan, discusses typical ethical conflicts such as gift-giving boundaries, employee rights and environmental responsibility, and further proposes solutions to cross-cultural ethical conflicts. The study finds that cultural, political and social environments are core factors constraining corporate ethical decision-making, and there is no absolute right or wrong in ethical standards across cultures. Enterprises can balance operational needs and ethical requirements through a compatibilist approach, adapt to local cultures while adhering to core ethical bottom lines, and achieve compliant operation in the global market. This essay provides a reference for multinational enterprises to understand cross-cultural ethical differences and formulate appropriate ethical management strategies.
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1.1 Research Background and Research Questions
 
Against the background of economic globalisation, an increasing number of enterprises expand beyond national borders to carry out production, sales and cooperation worldwide. Different countries and regions have distinct historical traditions, cultural customs and social systems, which lead to obvious divergences in local judgements of “ethical business conduct” (Crane & Matten, 2010). The same business practice may be seen as normal social interaction in one country but defined as commercial bribery in another; the same employment system may be regarded as responsible practice in one culture but a violation of employee rights in another.
 
Globalisation promotes business integration, but it also amplifies ethical collisions across cultures (Steger, 2013). Scholar Kishore Mahbubani argues that differences between Western and Asian business practices are essentially divergences in underlying values. For multinational enterprises, a core operational challenge is how to comply with local rules while upholding their own core ethical principles in different cultural environments. This essay addresses two core questions: first, how do cultural, political and social environments constrain corporate ethical behaviour? Second, can enterprises conduct global business without compromising core ethical principles, and how can they balance operational needs and diverse ethical requirements?


[bookmark: _Toc1454][bookmark: _Toc31751]1.2 Research Significance and Essay Structure

At the theoretical level, the analysis aligns with the multicultural perspective trend in global business ethics research and enriches discussions on cross-cultural ethical differences (Jamali et al., 2020). At the practical level, the countermeasures summarised can provide reference for multinational enterprises to formulate ethical management systems and reduce risks from cultural misunderstanding.
 
This essay is divided into six parts. The first part is the introduction, covering research background, questions and significance. The second part sorts out core concepts and the constraining mechanism of culture. The third part compares business ethics characteristics in three regions. The fourth part analyses typical ethical conflicts. The fifth part proposes response paths. The sixth part is the conclusion.


[bookmark: _Toc5042][bookmark: _Toc22588]2.0 Theoretical Foundations of Business Ethics and Cultural Influences

[bookmark: _Toc528][bookmark: _Toc2221]2.1 Core Connotation of Business Ethics

Business ethics refers to moral principles and standards for judging right and wrong in commercial activities. It regulates the relationship between enterprises and multiple stakeholders including employees, consumers, partners, society and the environment (Carroll & Buchholtz, 2014).
 
Early business views held that the sole responsibility of enterprises is to generate profits and returns for shareholders. However, with social development, a growing number of scholars propose that enterprises should not only focus on profits but also undertake responsibilities to other stakeholders. Stakeholder theory states that business operations affect multiple subjects such as employees, consumers, communities and the environment. Therefore, when making decisions, enterprises should not only consider shareholder interests but also take into account reasonable demands of other relevant parties (Carroll & Buchholtz, 2014). Carroll (2015) further improved this framework by dividing corporate social responsibility into four levels: economic, legal, ethical and philanthropic, providing a clear reference for business ethics practice.
 
Business ethics is not a fixed set of rules. Hutchings (2010) points out that moral standards are affected by multiple factors such as culture, history and religion, and there is no completely unified ethical code worldwide, which is the fundamental reason for frequent cross-cultural ethical conflicts. De George (2020) also argues that business ethics standards must be judged in specific social contexts, and ethical discussions divorced from cultural background have no practical significance.
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Enterprises are not independent of society. All their business activities are embedded in specific cultural, political and social environments, and these factors constrain corporate ethical decision-making at three levels (Blowfield & Murray, 2014).
 
The first is the value level. Different cultures have different core values, which directly affect managers’ ethical judgements. Hofstede’s cultural dimensions theory confirms that dimensions such as individualism/collectivism and power distance significantly influence ethical decision-making tendencies (Hofstede, 2001), and this conclusion has been verified by recent cross-cultural studies (Smith et al., 2023).
 
The second is the institutional and normative level. Laws, industry norms and social customs vary across countries, imposing different constraints on enterprises. Differences in regulations on environmental protection and labour directly affect corporate ethical choices, and public opinion also puts pressure on enterprises that do not conform to local customs.
 
The third is the religious and traditional level. Religious beliefs profoundly shape moral judgements. Some religions have clear taboos on business practices, and enterprises operating in relevant regions must abide by corresponding traditions, otherwise they will be regarded as unethical (Eade & O’Byrne, 2017). Edwards and Willmott (2015) also emphasise that corporate ethical decision-making is always shaped by the political and social context.
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3.1 European Business Ethics: Rule Orientation and Individualist Tradition

Represented by Europe, Western business ethics centres on rule orientation, emphasising the regulation of business behaviour through systems, contracts and laws. This originates from Western individualist culture and the rule of law tradition (Crane & Matten, 2010).
 
Influenced by individualist values, European business culture attaches great importance to individual rights and responsibilities. Cooperative relationships are centred on written contracts, and the core criterion for judging ethical conduct is compliance with rules and laws. European enterprises generally value environmental protection and employee rights, with a sound legal system in related fields. Moellendorf and Widdows (2015) note that Europe has relatively strict requirements for corporate human rights and environmental responsibilities globally. The EU’s Corporate Sustainability Due Diligence Directive issued in 2022 further strengthened relevant requirements (European Commission, 2022).

[bookmark: _Toc26749][bookmark: _Toc27055]3.2 Chinese Business Ethics: Relationship Orientation and Confucian Cultural Influence

Chinese business ethics has distinct relationship-oriented characteristics, and business activities rely heavily on interpersonal trust. This feature is deeply influenced by Confucian culture.
 
Confucian culture values harmonious interpersonal relationships. In business activities, people often establish personal relationships before cooperation. Whether a behaviour is appropriate is often judged by whether it fits the logic of human feelings and relationships, rather than simply by rules (Lloyd, 2010). For example, small gifts and hospitality in business dealings are a normal way to maintain relationships in Chinese culture, but they are easily defined as commercial bribery in Western culture. Meanwhile, Chinese business culture also values integrity and morality, and merchant reputation is often more binding than written contracts.
 
With the internationalisation of enterprises, China’s business ethics system is constantly integrating with international standards, and traditional relationship culture and modern rule awareness are gradually merging (Wang & Juslin, 2021). Bingley’s (2012) research on emerging markets also points out that the evolution of business ethics in China is a two-way adaptation process between local traditions and global rules.

[bookmark: _Toc17237][bookmark: _Toc22026]3.3 Japanese Business Ethics: Collectivism and Corporate Community Consciousness

 
The core of Japanese business ethics is collectivism and corporate community consciousness. Enterprises are regarded as a community of shared destiny, with strong employee belonging, and enterprises also undertake long-term responsibilities to employees, which is closely related to Japanese cultural traditions.
 
In Japanese enterprises, collective interests come before individual interests, and employees value teamwork. The traditional lifetime employment system is a typical reflection of this ethics: enterprises do not easily dismiss employees, and employees are willing to dedicate themselves to the enterprise long-term (Blowfield & Murray, 2014). In business cooperation, Japanese enterprises value long-term stable partnerships and have extremely high requirements for product quality and corporate reputation.
 
Different from China’s relationship culture, Japanese collectivism is more reflected in internal corporate community awareness, with clearer norms for personal social interaction in business. In recent years, although the lifetime employment system has loosened, the ethical concept of corporate community still deeply affects business practice (Endo, 2022). Tang and Brammer (2022) confirm that both China and Japan belong to high-collectivist cultures, but there are obvious differences in specific ethical preferences, caused by different cultural traditions.
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4.0 Typical Business Ethics Conflicts Caused by Cultural Differences
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4.1 Divergence in the Boundary Between Social Interaction and Commercial Corruption

 
Different cultures draw different boundaries between “normal social interaction” and “commercial corruption”, which is the most common ethical conflict in transnational operation.
 
In many Eastern countries, small gifts and hospitality in business activities are a necessary part of maintaining relationships and belong to normal social etiquette. However, in European and American countries, there are strict restrictions on business gifts and hospitality. Exceeding a certain amount will be identified as bribery, which is a serious ethical and legal violation (Crane & Matten, 2010). The root of this conflict lies in different underlying logics: Eastern culture holds that relationship comes first, and reasonable human interaction is the basis of cooperation; Western culture holds that rules come first, and any interaction that may affect fair transactions must be prohibited. Transparency International’s Corruption Perceptions Index also reflects regional differences in tolerance for commercial corruption, which is closely related to cultural traditions (Transparency International, 2024).

[bookmark: _Toc21578][bookmark: _Toc14661]4.2 Cognitive Differences in Employee Rights Protection

Different cultures have different understandings of employee rights, which easily trigger employment ethical conflicts.
 
European individualist culture attaches great importance to employees’ right to rest and privacy. Enterprises cannot contact employees at will outside working hours, and dismissal procedures are strict. In collectivist cultures such as Japan, working overtime and sacrificing some personal time for the enterprise is regarded as dedication, and similar culture also exists in some Chinese enterprises. For Western managers, excessive overtime violates employee rights, but in the Eastern context, it is often seen as a sense of responsibility (Carroll & Buchholtz, 2014).
 
Lu et al. (2023) point out that differences in work values are the core cause of employment ethical conflicts, and there are obvious divergences in the definition of “dedication” between the East and the West. Differences also exist in recruitment and promotion: the West emphasises fair competition, and preferential treatment based on personal connections is regarded as unfair; in some Eastern cultures, providing opportunities to acquaintances is seen as normal interpersonal care.

[bookmark: _Toc15694][bookmark: _Toc6009]4.3 Priority Differences in Environmental and Social Responsibility

The priority ranking of environmental and social responsibilities also generates ethical divergences due to differences in development levels and cultures.
 
In developed European countries with high economic levels, society generally believes that enterprises should put environmental responsibility in an important position and protect the environment even at the expense of some profits (Moellendorf & Widdows, 2015), with very strict relevant laws and regulations. However, developing countries attach more importance to economic development and employment, and have relatively higher tolerance for environmental issues.
 
If enterprises require suppliers in developing countries to meet the environmental standards of developed countries, it may be regarded as “moral coercion”; but lowering environmental standards may be criticised by home-country consumers for adopting double standards. This conflict is essentially a difference in responsibility priority at different development stages. There is no absolute right or wrong, but it brings decision-making troubles to multinational enterprises (Stern, 2022). A United Nations Environment Programme report also notes that ethical divergences in global climate action are directly related to national development stages and cultural perceptions (United Nations Environment Programme, 2022).
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[bookmark: _Toc30244][bookmark: _Toc3558]5.1 Compatibilism: Reconciliation of Relativism and Universalism

Facing cross-cultural ethical differences, there are two extreme views: ethical relativism holds that enterprises should follow local customs; ethical universalism holds that there are universal moral standards that enterprises must uniformly abide by. Both have defects in practice: complete relativism will make enterprises lose their ethical bottom line, while complete universalism will make enterprises unable to adapt to local cultures (Hutchings, 2010).
 
A more reasonable path is compatibilism: on the premise of adhering to the core ethical bottom line, respect local cultural differences and make flexible adjustments to non-core requirements. Enterprises can divide ethical standards into two levels: the non-negotiable core bottom line, such as prohibiting serious corruption, prohibiting forced labour and protecting basic human rights; and the flexibly adaptable cultural and customary level, such as normal social etiquette and work modes.
 
Donaldson and Dunfee’s (1999) integrative social contracts theory provides theoretical support for this path: there is a common macro-contract bottom line in global business, while allowing different cultures to form local micro-contracts. Most studies support this intermediate path, holding that universalism and relativism are not mutually exclusive (De George, 2020).

[bookmark: _Toc18546][bookmark: _Toc12876]5.2 Enterprise-Level Cross-Cultural Ethical Management Strategies

Multinational enterprises can adopt three strategies to cope with cross-cultural ethical conflicts. First, formulate a globally unified ethical code and localised implementation rules. For example, set a unified upper limit on gift value, while allowing local adjustment of gift types according to local customs, balancing both bottom line and flexibility (Blowfield & Murray, 2014). Brenkert (2021) confirms that the implementation effect of this model is far better than a one-size-fits-all system. Second, carry out cross-cultural ethics training to help employees in different regions understand cultural differences and compliance requirements. Third, establish an ethical issue feedback channel, so that employees can consult the compliance department in time when in doubt to avoid decision-making errors. The OECD Guidelines for Multinational Enterprises also recommend this management model of “global bottom line + local adaptation” (Organisation for Economic Co-operation and Development, 2023).

[bookmark: _Toc9512][bookmark: _Toc11558]5.3 Construction of a Global Common Ethical Bottom Line

The international community is also promoting the construction of a global bottom line for business ethics. The United Nations Global Compact and International Labour Organization standards have put forward basic ethical principles covering human rights, labour, environment and anti-corruption (Eade & O’Byrne, 2017). At present, tens of thousands of enterprises have participated in the United Nations Global Compact, and the global consensus on business ethics is constantly expanding (United Nations Global Compact, 2024). An International Labour Organization report also points out that basic labour rights standards are being accepted by more and more countries (International Labour Organization, 2023).
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By comparing the characteristics of business ethics in Europe, China and Japan, this essay analyses the influence of cultural differences on business ethics, as well as typical conflicts and response paths. The study finds that cultural, political and social environments are important factors constraining corporate ethical decision-making. Ethical differences across regions have profound historical and cultural roots, and there is no absolute distinction between advantages and disadvantages.

For multinational enterprises, both extreme universalism and relativism are undesirable. Adopting a compatibilist approach, sticking to the core ethical bottom line and respecting non-core cultural differences is a more realistic and reasonable choice. This also proves that enterprises can fully carry out global operations without compromising core ethical principles. In the future, with the deepening of global business integration, business ethics of different cultures will form more consensus, helping enterprises better cope with global ethical challenges.
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