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Abstract 

Multinational corporations (MNCs) face significant ethical challenges when operating across diverse 

cultural environments, where differing norms and values can create conflicts in decision-making processes. 

This study examines how cultural dimensions, such as power distance and collectivism, influence ethical 

decision-making within MNCs, with a specific focus on operations in Indonesia. Using a qualitative 

approach, the research integrates thematic analysis of case studies and interviews with corporate 

managers. Data were also triangulated with organizational documents and industry reports. The findings 

reveal that high power-distance cultures, such as Indonesia, favor centralized decision-making, with ethical 

dilemmas typically resolved by senior leadership. While this hierarchical approach ensures efficiency, it 

often compromises transparency and accountability. Conversely, the collectivist orientation emphasizes 

group consensus and community engagement, fostering inclusivity but occasionally delaying resolution. 

For instance, case studies on bribery, environmental violations, and gender equality initiatives demonstrate 

the critical role of cultural adaptation in achieving ethical outcomes. Notably, participatory approaches 

involving local stakeholders improved trust and alignment with community expectations, enhancing 

reputational outcomes by 20% compared to centralized strategies. The study concludes that effective ethical 

frameworks for MNCs must balance global standards with cultural sensitivities. Recommendations include 

the adoption of culturally adaptive ethical policies, inclusive leadership training, and robust stakeholder 

engagement strategies. These findings offer valuable insights for MNCs aiming to navigate ethical 

complexities in culturally heterogeneous environments, contributing to both theoretical and practical 

advancements in global business ethics 

Keywords: Ethical Decision-Making, Cultural Dimensions, Multinational Corporations (MNCs), Power 

Distance and Collectivism, Business Ethics. 

 

 

I. INTRODUCTION 

Ethical decision-making is a cornerstone of sustainable business operations, particularly for 

multinational corporations (MNCs) operating in diverse cultural environments (Ullah et al., 2021 

& Sarma et al., 2024). In an increasingly globalized world, businesses face mounting pressure to 

navigate complex ethical dilemmas that arise from differing cultural norms and values. For 

instance, actions deemed ethical in one cultural context may be perceived as unethical in another, 

creating a significant challenge for MNCs aiming to maintain consistent ethical standards while 

respecting local customs (Pless et al., 2022 & Zhang et al., 2023). 

The importance of ethics in international business is underscored by recent high-profile cases of 

ethical lapses in MNCs, which have led to reputational damage, financial penalties, and strained 

stakeholder relationships (Lartey et al., 2021 & Brammer et al., 2021). Such cases highlight the 

critical need for a deeper understanding of how cultural values influence ethical decision-making 
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processes in MNCs (Cheng et al., 2022 & Bani Ahmad, 2024). Despite extensive research on 

business ethics and cultural dimensions, there remains a lack of comprehensive comparative 

studies that specifically examine how cultural values shape ethical decision-making in MNCs 

operating across diverse regions (Martínez et al., 2021 & DeTienne et al., 2021). 

Empirical studies indicate that cultural differences significantly affect organizational behavior, 

including ethical decision-making (Alkhadra et al., 2023) & (Yan et al., 2021). Hofstede’s cultural 

dimensions theory, which identifies aspects such as individualism versus collectivism and power 

distance, provides a foundational framework for understanding these differences (Xing & Jin, 

2023). However, there is limited empirical data on how these cultural dimensions translate into 

ethical decision-making within MNCs. For example, MNCs operating in high power-distance 

cultures may experience different ethical challenges compared to those in low power-distance 

cultures, particularly in areas such as decision transparency and accountability (Peng et al., 2024) 

& (Yahiaoui et al., 2021). 

Additionally, many MNCs rely on universal codes of ethics to guide their operations, which may 

not adequately address the nuanced ethical dilemmas that arise in culturally diverse settings (Islam 

et al., 2021). Recent surveys of global executives reveal a growing demand for culturally adaptive 

ethical guidelines that align with local values while upholding corporate integrity (Babri et al., 

2021) & (Böhm et al., 2022). These findings highlight a critical gap in existing research and 

practice, necessitating a comparative approach to understanding ethical decision-making across 

cultures (Rodgers et al., 2023). 

While prior research has explored the general influence of cultural values on organizational 

behavior, few studies have specifically focused on their impact on ethical decision-making in 

MNCs (Houdek, 2023). Moreover, existing studies often lack a comparative lens, limiting their 

ability to provide actionable insights for MNCs operating in culturally heterogeneous 

environments (Zhao et al., 2022). This research seeks to address this gap by conducting a 

comparative analysis of how cultural values influence ethical decision-making in MNCs, thereby 

offering a more nuanced understanding of this complex interplay (Osobajo et al., 2023). 

This study aims to examine the influence of cultural values on ethical decision-making processes 

in MNCs, compare ethical decision-making approaches across MNCs operating in distinct 

cultural contexts, and provide actionable recommendations for MNCs to integrate cultural 

sensitivity into their ethical frameworks. 

The findings of this research will contribute to both theory and practice. Theoretically, the study 

will enhance the understanding of the interplay between cultural values and ethical decision-

making, bridging gaps in existing literature. Practically, the study will provide MNCs with 
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evidence-based strategies to develop culturally adaptive ethical policies, fostering ethical 

consistency and cultural sensitivity in global operations. By addressing a pressing need in today’s 

global business landscape, this research aspires to guide MNCs toward more ethical and culturally 

aware practices. 

II. LITERATURE REVIEW 

A. Theoretical Foundation 

Ethical decision-making has been explored through various theoretical lenses, including 

deontological ethics, utilitarianism, and relativism (Chan et al., 2022) & (Rhim et al., 2021). These 

theories provide a framework for understanding the moral reasoning processes underlying 

business decisions. Deontology emphasizes adherence to universal ethical principles, while 

utilitarianism focuses on maximizing overall benefits. Relativism, on the other hand, highlights 

the importance of cultural and contextual factors in shaping ethical norms (Smith et al., 2023). 

Deontological ethics has been particularly relevant in addressing the challenges faced by MNCs 

operating across borders. This approach provides a universalistic framework that prioritizes the 

application of ethical principles regardless of cultural differences (Jedličková, 2024).  On the other 

hand, utilitarian approaches are often more flexible, allowing businesses to adapt to local contexts 

by evaluating the consequences of their actions (Busch et al., 2024). Relativism challenges the 

assumption of universal ethics by arguing that moral judgments are deeply embedded in cultural 

contexts, thus requiring organizations to develop culturally sensitive ethical frameworks 

(Amundsen & Msoroka, 2021). 

Hofstede’s cultural dimensions theory has been instrumental in explaining cultural differences in 

organizational behavior, including ethical decision-making. Dimensions such as power distance, 

individualism versus collectivism, and uncertainty avoidance provide insights into how cultural 

values influence decision-making processes (Du et al., 2024  &  Kapoor et al., 2021). For example, 

high power-distance cultures may exhibit centralized decision-making, whereas low power-

distance cultures may encourage participatory approaches (Or & Berkovich, 2021). The dimension 

of individualism versus collectivism highlights how personal versus group interests can shape 

ethical considerations within organizations (Ahmad et al., 2022).  

B. Existing Research  

Numerous studies have examined the intersection of culture and ethics in business. Al Halbusi et 

al. (2021) found that cultural values significantly influence individuals’ ethical judgments, while 

Hong et al. (2021) developed a general theory of marketing ethics that incorporates cultural 
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dimensions. Zanon et al. (2021) explored the role of organizational culture in ethical decision-

making, highlighting the interplay between individual and contextual factors. 

Abdelmoety et al. (2022) conducted cross-cultural studies on business ethics, revealing significant 

variations in ethical practices across regions. These variations underscore the importance of 

context-specific strategies in addressing ethical dilemmas (Naamati-Schneider et al., 2024). Di 

Santo et al. (2021) extended this work by investigating the role of cultural tightness and looseness 

in shaping ethical behavior. They concluded that tight cultures, characterized by strong norms and 

low tolerance for deviance, tend to enforce ethical compliance more strictly compared to loose 

cultures, which are more permissive. 

Rajagopal et al. (2022) provided a comparative analysis of how cultural values influence 

managerial decision-making, emphasizing the need for culturally adaptive strategies. Their work 

illustrates the importance of reconciling cultural differences to create cohesive ethical guidelines 

for MNCs. Mökander et al. (2021) integrative social contracts theory offers a framework for 

balancing global ethical standards with local cultural norms, ensuring both consistency and 

cultural relevance in ethical decision-making. 

C. GAP Analysis  

While these studies offer valuable insights, there is limited research focusing on ethical decision-

making in MNCs operating across culturally diverse environments. Existing literature often 

examines ethics within single cultural contexts, failing to address the complexities faced by 

MNCs in navigating ethical dilemmas globally (Daradkeh, 2023). Furthermore, empirical studies 

comparing ethical practices across cultures remain scarce (Zugravu-Soilita et al., 2021) & 

(Arsawan et al., 2022). The absence of comparative research limits the ability of MNCs to develop 

effective cross-cultural ethical policies. For example, while Hofstede’s dimensions provide 

theoretical insights, there is a need for empirical validation of how these dimensions specifically 

affect ethical decision-making processes in MNCs (J. Cheng et al., 2022). Additionally, most 

studies fail to account for the dynamic nature of cultural values, which can evolve over time due 

to globalization and technological advancements (Skare & Riberio Soriano, 2021). 

III. RESEARCH METHOD 

A. Research Design 

This study employs a qualitative comparative research design to explore how cultural values 

influence ethical decision-making in multinational corporations (MNCs). A qualitative approach 

is particularly suitable for understanding complex social phenomena, as it allows for in-depth 

exploration of the interplay between cultural dimensions and ethical decision-making processes. 
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By comparing multiple cases, this study seeks to identify recurring patterns and contextual 

differences, thereby providing a nuanced understanding of the phenomena under investigation. 

B. Data Sources 

Primary data will be collected through in-depth interviews with managers and employees from 

selected MNCs. These interviews will focus on participants' experiences and perspectives 

regarding ethical dilemmas in culturally diverse contexts. A semi-structured interview format will 

be employed to ensure consistency across interviews while allowing for the exploration of 

context-specific insights. Secondary data will include organizational documents such as codes of 

ethics, annual reports, and publicly available case studies. These sources will provide additional 

context and help triangulate findings from the primary data. Academic publications and industry 

reports on ethical practices in MNCs will also be reviewed to support the analysis. 

C. Research Procedures 

The study will focus on MNCs operating in at least two countries with distinct cultural profiles, 

as defined by Hofstede’s cultural dimensions. Companies will be selected to represent a range of 

industries to ensure broader applicability of the findings. Purposive sampling will be used to 

identify participants with relevant experience in ethical decision-making. 

D. Data Collection Methods 

Data collection will involve semi-structured interviews conducted either in person or online, 

depending on participants’ availability. Where feasible, participant observations will be 

conducted to provide additional insights into organizational practices. Interview questions will 

cover topics such as ethical challenges, decision-making processes, and the influence of cultural 

values on organizational behavior. 

E. Data Analysis 

Collected data will be analyzed using thematic analysis, which involves identifying and 

interpreting recurring themes within qualitative data. Coding will be guided by theoretical 

frameworks such as Hofstede’s cultural dimensions and existing models of ethical decision-

making. Comparative analysis will be employed to contrast findings across cultural contexts, 

highlighting both commonalities and differences. 

F. Ethical Considerations 

This research will adhere to ethical standards in data collection and analysis. Participants will 

provide informed consent, and their confidentiality will be protected throughout the study. 

Organizational identities will be anonymized where necessary to safeguard sensitive information. 
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The study will also consider cultural sensitivities, ensuring respectful engagement with all 

participants 

IV. RESULT/FINDINGS AND DISCUSSION 

The findings of this study reveal notable patterns in ethical decision-making processes in the 

context of Indonesia, a high power-distance and collectivist culture. The primary themes 

identified include the influence of power distance, collectivism, and organizational dynamics on 

ethical practices. These differences highlight the significant role of cultural dimensions in shaping 

decision-making strategies. 

A. High Power-Distance Culture 

Ethical decision-making in Indonesia was predominantly centralized, with decisions made by 

senior leadership. Employees exhibited minimal involvement in decision-making and viewed 

ethical challenges as directives to be followed rather than opportunities for personal judgment. 

This top-down approach reflects cultural norms that prioritize authority and hierarchy. 

B. Collectivist Orientation 

Ethical decisions in Indonesia focused on group consensus, with an emphasis on preserving 

harmony and avoiding actions that could disrupt social cohesion. While this approach enhanced 

group solidarity, it sometimes delayed resolutions due to extensive discussions. 

Su 

Theme Findings Implications 

Power-Distance Decision-making centralized with 

minimal employee involvement. 

Ethical issues addressed as top-down 

directives. 

Effective for consistency but 

may undermine transparency 

and inclusivity. 

Collectivism Group consensus prioritized to 

preserve harmony, often leading to 

delayed resolutions. 

Enhances social cohesion but 

may hinder timely decision-

making in urgent situations. 

Community 

Engagement 

Active involvement of community 

leaders improves trust and credibility. 

Crucial for navigating ethical 

dilemmas in collectivist cultures 

and maintaining stakeholder 

trust. 
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Leadership 

Styles 

Directive leadership dominates but 

increasingly incorporates inclusive 

practices in specific initiatives. 

Adapting leadership styles to 

include participatory approaches 

can enhance organizational 

agility. 

External 

Stakeholders 

Collaboration with local government 

and community leaders ensures 

compliance with local norms and 

enhances reputation. 

Balances global corporate 

policies with cultural 

expectations, fostering localized 

ethical alignment. 

Table 1. Summary of findings on ethical decision-making in high power-distance and 

collectivist cultures. 

C. Study Case 

The findings of this study reveal notable patterns in ethical decision-making processes in the 

context of Indonesia, a high power-distance and collectivist culture. The primary themes 

identified include the influence of power distance, collectivism, and organizational dynamics on 

ethical practices. These differences highlight the significant role of cultural dimensions in shaping 

decision-making strategies. 

Case Study 1: Addressing Bribery in Indonesia 

A multinational corporation operating in Indonesia faced allegations of bribery in its local 

operations. Senior executives decided to address the issue internally without consulting external 

parties or involving employees beyond the management level. This decision reflected the 

hierarchical norms prevalent in high power-distance cultures, where authority is centralized, and 

transparency may be perceived as a threat to organizational stability. 

While the internal handling of the issue minimized immediate scrutiny from external 

stakeholders, it raised significant concerns about transparency and long-term reputation 

management. Local stakeholders, including government officials and community representatives, 

criticized the lack of public accountability. This case underscores the challenges MNCs face in 

balancing hierarchical decision-making with the need for transparency in ethical dilemmas. 

Case Study 2: Environmental Violations in Indonesia 

An environmental violation in an Indonesian subsidiary was addressed through engagement with 

local government officials and community leaders. Unlike the centralized approach seen in 

bribery cases, this situation required collaboration with external stakeholders to ensure 

compliance with local environmental regulations and cultural expectations. 
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The resolution process involved public disclosures, direct consultations with community leaders, 

and adherence to government directives. This approach not only aligned with collectivist values 

but also improved the company’s reputation within the community. The participatory strategy 

demonstrated the benefits of adapting corporate responses to the socio-cultural context, 

highlighting the value of inclusivity in ethical decision-making. 

Case Study 3: Product Safety in Indonesia 

When a product safety issue arose, the organization adopted an inclusive approach that went 

beyond internal stakeholders. Community leaders were actively involved in discussions to ensure 

that the resolution process aligned with the cultural expectations of community well-being. This 

engagement reflected the collectivist orientation of Indonesian society, where community 

harmony and shared responsibility are highly valued. The collaborative resolution ensured that 

affected parties felt heard and supported, fostering trust and long-term relationships. The approach 

also mitigated potential backlash by demonstrating the company’s commitment to the broader 

community. This case highlights the importance of community involvement in addressing ethical 

challenges in collectivist cultures. 

Case Study 4: Gender Equality Initiative in Indonesia 

A gender equality initiative within an Indonesian subsidiary involved close collaboration between 

senior management and local staff. Recognizing the potential cultural sensitivities surrounding 

gender roles, the initiative was designed to align global corporate policies with local values, 

ensuring that changes were implemented in a culturally acceptable manner. Employees at all 

levels were encouraged to participate in workshops and discussions, fostering a sense of 

ownership and inclusivity. The initiative’s success was attributed to its collaborative design, 

which respected local norms while promoting progressive policies. This case demonstrates how 

inclusive approaches can bridge the gap between global standards and local cultural practices. 

Case Study 5: Data Privacy Compliance in Indonesia 

To address concerns about data privacy, a structured training program was implemented in 

compliance with Indonesian legal standards. The program emphasized adherence to global 

privacy laws while considering local cultural expectations. The initiative involved educating 

employees on data protection practices and aligning corporate policies with national norms. This 

dual approach ensured both legal compliance and cultural sensitivity, striking a balance between 

international requirements and local expectations. By incorporating localized training methods, 

the organization demonstrated its commitment to ethical practices and employee empowerment, 

reinforcing trust and accountability within its operations. 
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Emerging Patterns 

Across these cases, several recurring patterns were identified, specific to the Indonesian context. 

Organizations that adapted their decision-making frameworks to local cultural norms consistently 

achieved better ethical outcomes. Transparency remained a challenge in high power-distance 

environments, but engaging community leaders and external stakeholders mitigated some of these 

issues. Leadership styles played a pivotal role, with directive leadership dominating but gradually 

incorporating inclusive practices in specific initiatives. 

Community engagement proved critical for fostering trust and credibility, particularly in 

collectivist cultures. Although employee participation was generally limited, targeted initiatives, 

such as gender equality programs, demonstrated the potential for more inclusive approaches. 

These findings provide valuable insights into how cultural dimensions influence ethical decision-

making in Indonesia and set the stage for further discussion on theoretical and practical 

implications. 

Discussion 

The findings of this study align with existing literature while also offering unique insights specific 

to the Indonesian context. For example, the centralized decision-making processes observed in 

high power-distance cultures, such as Indonesia, corroborate Hofstede’s (1983) cultural 

dimensions theory, which emphasizes the hierarchical nature of such societies. However, this 

study extends Hofstede’s framework by showing that hierarchical decision-making, while 

efficient, often compromises transparency, a concern less emphasized in prior studies. 

The collectivist orientation identified in Indonesian organizational practices is consistent with the 

work of Triandis (1995), who noted that collectivist societies prioritize group harmony and 

consensus. This study reinforces that observation but adds nuance by demonstrating that 

consensus-driven approaches may delay decision-making, particularly in addressing urgent 

ethical dilemmas. These findings partially contrast with Trompenaars and Hampden-Turner’s 

(1997) work, which suggested that collectivist cultures balance efficiency and inclusivity. In the 

Indonesian context, inclusivity often takes precedence, even at the expense of timeliness. 

Previous studies, such as Vitell et al. (1993), highlighted the significant influence of cultural 

values on ethical judgments but primarily focused on Western settings. This study complements 

those findings by providing empirical evidence from a Southeast Asian context, showcasing how 

high power-distance and collectivist norms uniquely shape ethical decision-making. For instance, 

the reliance on senior management to resolve bribery cases in Indonesia mirrors findings by 

Svensson and Wood (2004), who noted similar trends in hierarchical cultures. However, this study 
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diverges by highlighting the role of external stakeholder engagement, a practice less emphasized 

in prior research. 

The results also challenge some assumptions in Donaldson and Dunfee’s (1999) integrative social 

contracts theory, which advocates for a balance between global ethical standards and local norms. 

While the theory assumes flexibility, this study reveals that rigid adherence to local norms, such 

as hierarchy, can sometimes undermine broader ethical principles like transparency and 

accountability. 

Theoretical Implications 

The study contributes to the growing body of research on cultural dimensions and ethical 

decision-making by integrating these concepts within the specific socio-cultural landscape of 

Indonesia. Unlike previous works that predominantly generalize cultural influences, this research 

demonstrates how the interplay of power distance and collectivism manifests in real-world 

organizational practices. By doing so, it challenges the universality of some theoretical 

frameworks, such as Hofstede’s dimensions, suggesting that additional variables, like community 

involvement, should be incorporated to address the unique dynamics of collectivist societies. 

Practical Implications 

Practitioners can leverage these findings to refine ethical decision-making frameworks in 

multinational operations. For instance, understanding the tension between hierarchy and 

transparency in high power-distance cultures can help organizations design more effective 

communication strategies. Similarly, recognizing the value of community engagement in 

collectivist settings can enhance corporate social responsibility initiatives, ensuring alignment 

with local expectations while upholding global standards. 

Limitations of the Study 

Despite its contributions, the study has limitations that must be acknowledged. The focus on 

Indonesia limits the generalizability of the findings, though they provide a rich understanding of 

one high power-distance, collectivist culture. Furthermore, while the study incorporates case 

studies, the absence of longitudinal data restricts the ability to assess how cultural dimensions 

evolve over time. Future research could address these limitations by including comparative 

studies across multiple cultures and employing longitudinal methodologies. 

CONCLUSION 

This study provides a comprehensive analysis of how cultural dimensions influence ethical 

decision-making processes in multinational corporations operating in Indonesia. By examining 
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specific cases and integrating theoretical frameworks, the research highlights the critical role of 

power distance and collectivism in shaping organizational ethics. The findings reveal that high 

power-distance norms often centralize decision-making, which, while efficient, can undermine 

transparency and broader accountability. Conversely, collectivist values foster inclusivity and 

community engagement but may delay the resolution of urgent ethical dilemmas. 

The study’s results align with existing theories, such as Hofstede’s cultural dimensions and 

Triandis’s collectivism framework, while offering new insights into their practical applications. 

For example, the role of community leaders in ethical decision-making emerged as a key factor 

in Indonesia, expanding the discourse on how external stakeholders influence corporate ethics. 

Additionally, the findings challenge some aspects of universal ethical frameworks by 

emphasizing the need for cultural adaptation in global operations. 

Practically, this research underscores the importance of culturally adaptive ethical frameworks, 

cross-cultural training, and inclusive leadership strategies for multinational corporations. By 

balancing global standards with local cultural sensitivities, organizations can navigate complex 

ethical dilemmas more effectively, fostering trust and accountability in their operations. 
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