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Abstract: Ethical issues are becoming more and more important to companies every year. Consumers are 

increasingly concerned about what they are buying; consumers’ purchasing culture in developed countries is 

moving in a more ethical direction. At the same time companies are facing scandals after making unethical 

decisions.  

The purpose of this independent study is to acquire the most comprehensive description of business ethics; in order 

to study different theories and definitions, understand the impact of globalization and importance of ethical 

legislation, as well as analyze current ethical issues in international business.  

Relevant literature was revised with the aim finding solutions how a company can avoid and manage ethical issues 

in a multi-cultural environment. Questions are: how multinational companies should deal with regulation 

differences between different countries and regions, and how they can handle the competition without making any 

unethical decisions.  

Yes, unethical behaviour can lower company´s costs (e.g. using child labour or mismanagement of safety 

regulations), but as societies grow richer, their willingness to pay for ethical behaviour increases. Ethical 

behaviour is highly important to a successful business ad that is why every employee should follow the company´s 

principles in ethical business. Ethical decision-making creates long-term additional value to the company and it 

can be measured by income or good reputation. 
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I.     INTRODUCTION 

Ethical issues in international business are becoming increasingly important every year. They are more or less part of the 

business and the fact is that companies should know how to integrate ethics to be part of their core competencies. Nations 

are different one to another and so is the law in different countries; if something is unethical in one country, it can be 

acceptable in another. Business integrity and legitimacy are one of the most important facts in doing business truthfully. 

Even though the law says what is right and what is wrong, it does not necessarily tell what is ethically right and wrong. 

What is right according to the law may be ethically wrong and vice versa. 

How multinational companies should deal with regulation differences between different regions? 

The result of globalization in multinational corporations has presented them with ethical issues; they are more concerned 

about the ethical criticisms of others. Ethical decision-making is important because ethical reputation can lead to either a 

disadvantage or an advantage to corporations according to the decisions they make. There are already examples of ethical 

scandals which have led to loss of business. 

Unethical behaviour might lead to deterioration of relationships; damage to reputation; declining employee productivity, 

creativity, and loyalty; ineffective information flow throughout the organization; and absenteeism. Companies having a 

reputation of unethical behaviour toward employees might have a difficult time recruiting and retaining valued 

professionals. Many companies have recognised this and established a codes of ethics, publicised statements of ethical 

values, provided ethics training, rewarded employees for notable ethical behaviour, publicized positive role models, and 

set up internal procedures to handle misconduct (Newstrom, 2011;Weiss, 2014). 
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The purchase behaviour in 21
st
 century has changed and customers want to know what kind of production conditions 

employees have, and how ethically their product has been made. An ethically questionable activity often gets attention on 

social media and every company is under constant and critical review. At the same time, organizations are competing with 

each other in price and good quality:  

How the organizations can handle the competition without making any unethical decisions?  

At some point every worker in a managerial role will be faced with an issue that will require ethical decision-making and 

in that point individuals will have to decide for themselves what type of person they want to be. Managers face constant 

pressure when they have to increase product quotas and at the same time make ethical decisions to hit the expected time in 

the production chain. 

Ethical crises arise when the organization is somehow ethically arguable and when someone thinks that something has 

been made incorrectly. Needless to say that the crises are easier to avoid than to fix and that is why companies create 

ethical strategies; to avoid ethical issues. The company’s ethical strategy is the base of its ethical values. 

A. Objectives: 

The main purpose of this study is to: 

 Understand the importance of business ethics 

 Know the legislation in business ethics 

 Learn how to manage ethical issues and avoid them 

As the multinational working environment today is including regulation differences, this independent study is important 

by providing help to business people and individuals who are seeking information about ethical issues in international 

business. It will provide the way to deal with different ethical issues in international business and what kind of issues 

business people and individuals might face when working internationally. It will also provide the importance of ethical 

business thinking. 

B. Conceptual Framework: 

 

In this research business ethics are identified to then analyse the most used theories, and investigate different kind of 

ethical issues. 

First, the concept of business ethics was identified, followed by an analysis of our ethical behaviour; personal ethics, 

social culture, decision-making process, leadership, unrealistic performance goals, and organizational culture. Different 

ethical theories, globalization and whose ethics it affects, and also differences between law and ethics were also analyzed. 

Second part is investigating different ethical issues by comparing issues from past and present and then describing ethical 

issues in environment, engineering, employment practices and corruption. 

The last part of this independent study is the conclusion where is determined how to manage ethical issues in international 

business. Examples are given on how to avoid and handle those, and what kind of standards and regulations companies 

can follow to act more ethically in international business. 

II. LITERATURE REVIEW 

A. Theory: 

Some theories are published about the subject. Theories are mostly written on a country level, not looking for the world as 

one total business practice area. Universities have been taking an ethical business practices as part of the international 

business courses. People are now studying more about the subject and companies are taking ethics as part of the business. 

There are many ethical philosophies; for example Egoism, Deontology, Normative ethics, Virtue ethics, and 

Utilitarianism. Ethics have always been part of our daily-living. Our personal behaviour comes from our family 
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behaviour, our religion and the culture. We can say that the bible is one of the main modifiers of our ethical behaviour, 

even if it is not effecting anymore, it shaped the behaviours and attitudes of our nation before us. 

There are also many ethical theories, but the five most used ones are: Stakeholder theory, Corporate Social Responsibility, 

Corporate Citizenship, Corporate Social Performance, and Sustainable Development. Stakeholder analysis is the approach 

where stakeholders (anyone in the company with a stake) are placed on a grid in order to rank them and better understand 

their needs (Schibi, 2014, p.83). When stakeholder theory is seen as a theory, Corporate Social Responsibility (CSR) is a 

vaguer concept. It is taking social issues, environmental issues, and the economic development of region and society into 

account (Gössling, 2014, p.1). Corporate Citizenship (CC) requires more active involvement and functioning as societal 

citizens by corporations. CC comes notably important when companies are operating in developing nations where civil 

and societal rights may not be afforded to the same extent. Corporate Social Performance (CSP) is corporate behavior that 

looks for specific outcomes and redresses adverse social phenomena; that is, it uses the organization’s core competencies 

for financial as well as social ends. Sustainable Development (SD) is a term used to indicate the ongoing nature of 

sustainability (McDonald, 2014). 

B. Results: 

As mentioned before companies should act ethically: to protect its own interests, to protect the interests of the business 

community as a whole so that the public will have trust in it, to meet stakeholder expectations, to prevent harm to the 

general public, to build trust with key stakeholder groups, to protect themselves from abuse of unethical employees and 

competitors, to protect their own regulations, to protect their own employees, and to create an environment in which 

workers can act in ways consistent with their values (Fernando, 2010). 

How multinational companies should deal with regulation differences between different regions? 

Sometimes law does not necessarily say what is the ethical solution, but law should always be the main place where to 

find the right decision. By creating an ethical strategy, a company can follow the same rules and regulations in every 

country and region where they develop their business activities. Having a strong ethical culture inside the company is 

easier for employees to make decisions that are ethical instead of unethical. 

Shoeman (2012) (as cited in EthicsMonitor, 2012) defines that the ethical strategy includes six different focus areas: 

1. Setting the ethical standards 

 Clearly defined ethical standards based on company’s values and rules, including the code of conduct and policies. 

2. Setting up an ethics committee 

 Members need to be senior enough that they can make decisions and authorize necessary actions. 

3. Building ethical awareness 

 Taking a powerful approach in the pursuit of improved workplace ethics, particularly reducing unethical behaviour. 

Visible policing provides a good example of the impact of awareness. 

4. Measuring and monitoring ethical status 

 A comprehensive method to do this is to conduct an ethics survey; the result will identify the most important ethical 

issues requiring attention and what action to take to improve ethics in the organization. 

5. Taking action 

 Actions to improve ethical behaviour and actions to reduce unethical behaviour. The most likely areas to increase 

ethical behaviour will be via values, leadership, organizational culture, communication and training, while reducing 

unethical behaviour will largely be via laws, rules and regulations, systems and procedures and transparency. 

6. Maintaining an ethical culture 

 Maintenance is a never-ending task. 

III.    CONCLUSION AND RECOMMENDATION 

It is easy to do unethical decisions, but with good training it is easy to follow the ethical way. With ethical decision-

making the company can make long-term relationships and it is easier to the company to build long-term relationships. 

The company can make statements of ethical values; by doing so, the public will also know their values making it more 
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difficult to take unethical decisions. If the company is providing ethical training to their employees and gives rewards for 

ethical behaviour it is more difficult for them to act unethically. 

When law and regulations are different from one country to another, the company should advice its employees on how to 

deal with the ethical dilemmas. The best way for that is to keep ethical training in regular basis and make an ethical code 

for the company. Adding ethics to be part of the vision shows the way of good business practices to all parties who are 

dealing with the company. 

When companies are competing with each other in price and good quality, it is tempting to the managers to make 

unethical decisions and not follow the ethical way when the productions costs might be lower. Companies can however 

compete with something other than just price – ethical reputation. Being known as a ‘green business’ company, customers 

know that the company is following environmental regulations and acting ethically. It makes more value to the company 

and it can also create a core competency. There are numerous certifications that companies can apply to help them to draw 

ethical business guidelines, for example ISO 14001 standard. 
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