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Environmental Ethics across Borders:
The United States versus Ecuador

Abstract

= There has recently been an increased focus on the differences in ethical behav-
ior of managers from diverse cultures. This study examines if certain situations
(enhancement of firm profits versus personal economic well being) cause de-
cision makers from different cultures to act more or less ethically regarding ec-
ological issues.

Key Results

m Results suggest that managers from both the United States and Ecuador are less
ethical when faced with environmental issues if their personal economic well
being is at stake. Further, Ecuadorian managers tend to be slightly more ethi-
cally orientated toward the environment.
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“First feed the face, and then tell right from wrong
Even noblemen may act like sinners,

Unless they’ve had their customary dinners”

The Threepenny Opera

Bertold Brecht

Industrial development over the past 200 years has resulted in immeasurable
wealth and prosperity for mankind but at the expense of the earth’s ecosystems.
Corporations today have the knowledge, resources, and power to bring about enor-
mous positive changes in the earth’s ecosystems (Shrivastava 1995). In order to
unleash the vast potential of corporations to resolve ecological problems, manag-
ers of these corporations must have an understanding of how their employees view
trade-offs between firm profitability and ecological preservation. They must also
have an understanding of how their employees view trade-offs between their own
personal economic well being and ecological preservation. Gaining such an under-
standing is no easy task given the potential differences in the dynamics of deci-
sions that are made to increase firm profits as opposed to those that are made to
secure one’s own economic well being. Gaining such an understanding is even
more complex for international firms which employ individuals from several dif-
ferent cultures.

Findings from several studies that have examined situational influences, such
as enhancement of firm profitability versus one’s own economic well being, as
either independent variables (Rest 1986, Hunt/Vitell 1986) or as moderating var-
iables (Trevino 1986, Dubinsky/Loken 1989), have suggested that an individual
will respond in a similar ethical pattern regardless of the circumstance. This po-
sition is somewhat supported by Kohlberg’s work (Kohlberg 1981, 1984) which
postulated that individuals operate from a specific ethical level without regard to
the importance of the ethical dimensions.

However recently, this position of ethical certainty has been questioned.
Ferrell and Gresham (1985) first noted that the consensus regarding what is ap-
propriate ethical conduct will likely vary as the issue changes. Weber (1990) found
evidence that corporate managers utilize differing modes of ethical reasoning for
differing ethical issues. Finally, Jones (1991, p. 372) concluded that “human
beings may respond differentially to moral issues in such a way that is systemat-
ically related to characteristics of the issue itself.” Jones (1991, p. 373) termed
this ethical difference “moral intensity” and theorized that moral intensity has “a
significant effect on ethical decision making and behavior at all stages of the pro-
cess and if empirical support is developed, then all previous models would be
affected.”

As aresult of this disparity in the previous research, and in order to augment
our understanding of the apparent ethical conflicts that exist for the managers
placed in situations where their own economic well being is at stake, Hoffman,
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Couch, and Lamont (in press) examined the effect of strategic situation (enhance-
ment of firm profitability vs. personal economic well being) on ethical decision
making. Results from the Hoffman et al. study indicated that managers will vary
their level of ethical response when faced with a situation where their own eco-
nomic well being is at stake. Although the Hoffman et al. study contributed to our
understanding of this issue, the study did not examine ethical dilemmas involv-
ing ecological issues, nor did the study examine the effect of national cultural
background on an individual’s ethical perspective.

The current study builds on the work of Hoffman et al. by examining if cer-
tain strategic situations (enhancement of firm profits versus personal economic
well being) cause decision makers from different cultures to act more or less eth-
ically when an environmental issue is at stake. The cultural focus of this study is
on North and South American cultures. These regions were selected because of
the increasing level of trade between nations from these two continents and be-
cause of the large cultural disparities between the two regions.

Defining Culture and Ethics

Prior to an explanation of the theoretical foundation of this study a description of
how the terms ethics and culture will be used is necessary.

The term ethics refers generally to the study of whatever is right and good for
humans (Donaldson/Werhane 1996). The word moral, which has been used syn-
onymously with ethics, will be used interchangeably with ethics in this study
which is consistent with prior research of business ethics (Donaldson/Werhane
1996, Jones 1991). Ethical and moral decisions will be defined as decisions that
are both legal and morally acceptable to the larger community (Jones 1991). Thus,
the ethical norms implied in this study will not be deemed true or false but rather
normatively valid or invalid (Habermas 1979, 1990, Braaten 1991).!

In this study, decisions that are “more ethical” reflect an individual’s ethical
inclination or orientation toward a certain direction. There are many external con-
siderations that must be weighed when making an ethical judgement. For exam-
ple when an individual is asked whether or not to cut down trees in the rain-for-
est to explore for oil responding yes signifies that manager may be more ethically
inclined toward creating jobs over killing trees. Thus, the “more ethical” person
who votes against killing the trees is not necessarily more ethical, primarily be-
cause individual ethics are very subjective, but is more ethically inclined toward
preserving the rain-forest.

Culture refers to the way that human beings live and how they understand the
world (Ronen 1986). Culture is a phenomenon that occurs at individual, group,
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and societal levels (Adler 1983, Ronen 1986, Wines/Napier 1992). People gener-
ally have traditional and customary ways of behaving which result in certain pat-
terns that give meaning to their lives. Behavioral patterns are influenced by such
cultural factors as religion, family values, and economic conditions. In manage-
ment, individual, corporate, and national cultures all help form and shape how a
firm conducts its operations. Moreover, ethical decisions are often based on cul-
tural norms and biases as they embrace the underlying values of an individual
(Ronen 1986).

It was not until the past two decades that culture has crept its way into organ-
izational studies as this research area has traditionally been the concern of cultu-
ral anthropologists (Morey/Luthans 1985). There are two definitions of culture
that appear to have become generally accepted. The first is a traditional anthro-
pological definition by Kroeber (1948, p. 357) which defines culture as, “the mass
of learned and transmitted motor reactions, habits, techniques, ideas, and values
— and the behavior they induce.” Hofstede’s (1980, p. 21) more recent manage-
ment definition of culture is, “the collective programming of the mind which dis-
tinguishes the members of one human group from another.” There are many more
definitions of culture (i.e. Adler 1980, Trompenaars 1994) yet the common thread
that is consistent throughout various definitions is the acknowledgement of dif-
ferences in values and behavior based on environmental influences.

Cross-cultural Research of Business Ethics

Over the years numerous models have considered the influence of national cul-
ture on ethical decision making (i.e. Rest 1986, Robertson 1995, Vitell et al. 1993,
Wines/Napier 1992). Although these models have added the cultural dimension
to the ethical decision making process, none have integrated the impact of culture
on situational ethics. Furthermore, there has apparently been limited empirical in-
quiry into the impact of national culture on the ethical decision making process.
According to Robertson (1993), the lack of consensus in cross-national research
of business ethics stems from the raw shortage of studies in this area.

In the business ethics literature the notion of cultural relativism has been fre-
quently debated (Donaldson 1989). Cultural relativism refers to the equality of
ethics across all cultures. Essentially, this concept infers that no culture’s ethics
are better than any other’s. For example, if bribery is acceptable behavior in Mex-
ico then the cultural relativist would add that the US intolerance of bribery is no
more or less ethical than the tolerance in Mexico. Yet there are clearly immoral
issues, such as murder, which transcend all cultures. An understanding of the “rel-
ative” morality of each culture regarding specific issues can be extremely help-
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ful in the determination of how moral and environmental issues vary across soci-
eties (Vitell et al. 1993). Moral absolutism, which assumes that all moral issues
can be measured by one universal standard without regard for cultural differences,
has been offered as an alternative view to cultural relativism (Abratt et al. 1992).

While there are clearly differences across cultures many scholars have rejected
cultural relativism as too extreme. Factors such as religious beliefs, traditions, rit-
uals, and habits all help make up a nation’s culture but are often extremely diffi-
cult to measure because of the many complexities and often diverse subcultures.
Nevertheless, Hofstede (1984) has developed four cultural dimensions (individ-
ualism, power distance, masculinity, and uncertainty avoidance) which help fa-
cilitate an understanding of differences across cultures. Of these four dimensions
individualism has received the most support in the literature (Vitell et al. 1993).
According to Hofstede, individualist cultures are societies where individuals are
primarily concerned with their own interests and the interests of their immediate
families while collectivist cultures tend to emphasize “in-groups” such as the ex-
tended family or an organization.

An understanding of how individualist and collectivist societies make ethical
decisions sheds some light on the cultural variation regarding ecological issues.
While the cultural differences between individualist and collectivist societies are
well documented research on variation in ethical perceptions and behavior involv-
ing ecological issues has been quite limited (McDonald/Zepp 1988, Shusky/Cul-
bert 1978).

Hypotheses

Over the years moral and environmental dilemmas have received much support
in the literature as diverse scenarios. Fieser (1993) argues that the theory of eco-
centric morality clearly delineates environmental ethical dilemmas from others.
This theory states that the environment and its ecosystems are entitled to a direct
moral standing, not simply a standing derived from human interests. Other
scholars have also supported this contention. Steidlmeier (1993) and Katz and
Oechsli (1993) purport that anthropocentrism is a common trait among humans.
Essentially, an anthropocentric person conceives of the environment as something
to be used and enjoyed by humanity.

Nevertheless, there has been substantial support for the shifting in ethical be-
liefs when an individual is in a dire economic situation (Donaldson 1989, Hoff-
man et al. in press). Both cultural relativists and moral absolutists generally con-
cur that people are less ethical, despite their cultural heritage, when they are in a
desperate financial state (Donaldson 1989, Kohlberg 1984, Wines/Napier 1992).
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Thus it can be hypothesized:

Hypothesis 1: Managers, regardless of culture, will be more ethically orientated
toward ecological issues when firm profitability is at stake than
they will be when their own personal well being is at stake.

Steidlmeier (1993) argues that the trait of anthropocentrism is less common in
collectivist societies because of the individualist human element involved. His
argument suggests that members of individualist societies would tend to be more
anthropocentric and would value the environment less than members of collecti-
vist societies. As mentioned above, members of individualist societies are also
primarily concerned with their own interests and the interests of their immediate
families (Hofstede 1984). Given that members of individualist societies are more
anthropocentric and primarily concerned with their own interests, it would stand
to reason that they would be less ethical regarding ecological issues.

Based on Steidlmeier’s argument that the trait of anthropocentrism is less com-
mon in collectivist societies, and the fact collectivist societies are more concerned
with the welfare of their close group members rather than themselves (Hofstede
1984), it can be reasoned that collectivist societies would be less prone to harm
the environment no matter if the issue at stake was firm profitability or personal
economic well being. Therefore:

Hypothesis 2: Managers from collectivist societies will be more ethically orien-
tated toward ecological issues than managers from individualist
societies.

Methodologies

Managers from the United States and Ecuador were selected as the two groups in
the study to operationalize the cultures of North and South America. Hofstede’s
(1984) research indicates that citizens of the United States score extremely high
on individualism (in fact the highest score) while Ecuadorians score very low on
individualism (the second lowest score). The recent work of Trompenaars (1994)
also adds credence to the differences in individualism and collectivism across the
United States and Ecuador. Although Trompenaars (1994) did not include Ecua-
dor in his sample he did find that managers from Mexico, Spain, and Venezuela
were very strong in their collectivist traits while US managers displayed very in-
dividualist traits. Hofstede’s work consistently places Ecuador along the collec-
tivist end of the scale with the traditional Latin nations such as Mexico and Vene-
zuela.
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It is important to note that Hofstede (1980) and Trompenaars (1994) recog-
nize that all members of an individualist nation, such as the United States, do not
possess individualist traits. Their results are designed to make societal level gen-
eralizations (which is also the scope of the present study). The existence of sub-
cultures, and the variance of individual beliefs as a result of other influences, such
as family or religion, clearly results in much diversity in individualism versus col-
lectivism at the individual level of analysis. Recent studies by Triandis et al. (1988)
and Dorfman and Howell (1988) supported this variation in cultural attributes
across individuals.

Surveys containing two vignettes were used to collect data from managers
representing various industries in both the United States and Ecuador. The over-
all sample size after discarding unusable surveys was N=119. The US group con-
sisted of 59 managers and the Ecuadorian group of 60 managers. The average age
was 36.7 years for the US group with 40 percent females, while the Ecuadorian
group had an average age of 35.4 years of which only 22% were female. The
vignettes were pre-tested on business students in both countries to ensure that the
desired message was clearly understood by all subjects. The vignettes can be found
in the Appendix.

The vignettes are utilized to empirically test ecological issues involving de-
forestation and overfishing. While the use of vignettes has been common in eth-
ical research (Fritzsche/Becker 1984, Hoffman et al., in press) vignettes have yet
to be used in a multicultural study of ethics. It is argued that national culture
affects a manager’s judgement and subsequent intended ethical behavior. Fre-
drickson (1984) also contends that the use of decision scenarios provides the re-
searcher with much higher quality data. Many prior studies in the field of busi-
ness ethics have utilized vignettes because of their distinct advantages. In a study
of marketing ethics, Lacziniak (1983) utilized vignettes to analyze and develop a
framework for ethical behavior in the field of marketing. Significant results have
also been found in a number of business ethics empirical studies that have em-
ployed vignettes (McDonald/Zepp 1988, Vignon 1989).

It is important to note that in this study the vignettes are designed to measure
intended ethical behavior, not actual behavior. While many studies have focused
on ethical beliefs and ethical decision making, this analysis focuses on the inten-
tions of the individual because it has been established that ethical intentions gen-
erally reflect ethical behavior (Kohlberg, 1984). Moreover, the ethical orientation
in a certain direction is measured, and a judgment of which direction is “more eth-
ical” is clearly subjective, and the evaluation of which direction is “better” will
be left to the reader’s interpretation.

The use of vignettes is a recommended technique for organizational ethical
research in that it allows the researcher to provide the respondent with a substan-
tial amount of background information (Fritzsche/Becker 1984). Traditional meth-
ods of obtaining empirical data, such as survey instruments, have been heavily
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criticized in business ethics research because of problems with inaccurate data
and self-reporting bias (Cavanaugh/Fritzsche 1985).

Fritzsche and Becker (1984) also used a series of vignettes to link manage-
ment behavior to ethical theory. The vignettes by Fritzsche and Becker represented
ethical dilemmas in the following areas: (1) coercion and control, (2) conflict of
interest, (3) physical environment, (4) paternalism, and (5) personal integrity.
More recently, Premeaux and Mondy (1993) re-examined the link between man-
agement behavior and ethical theory provided by Fritzsche and Becker while us-
ing vignettes. Thus, it appears proper to employ vignettes in the study at hand.

Deforestation and Overfishing Dilemmas

As mentioned, the vignettes in the present study each outline a specific ethical di-
lemma. The first vignette features a deforestation dilemma while the second high-
lights an overfishing dilemma. The questions related to each vignette attempt to
capture the respondent’s true beliefs on the issue (the first question emphasizes
firm profit while the second focuses on personal economic well being). These two
types of scenarios were selected because of their prior use in ethical decision mak-
ing studies as well as their importance to the morality of corporations and rele-
vance to the current stream of research on ethics (Fritzsche/Becker 1984, Cava-
naugh/Fritzsche 1985, Premeaux/Mondy 1993).

The vignettes were designed to represent current ethical dilemmas in a realis-
tic business environment. In the development of the vignettes factors such as the
reality of the situation, variance in ethical decisions, and cultural biases, were con-
sidered. Each vignette is followed by two questions and a 10 point Likert scale
which ranges from (1) definitely would not to (10) definitely would. This infor-
mation is used to measure each subject’s intended response to the ethical dilemma.

Data Analysis

The Wilcoxon-Mann-Whitney test for two independent samples (also known as
the Wilcoxon Rank-Sum test) was used to analyze the data. This statistical pro-
cedure is essentially a nonparametric t-test on ranks and was selected because it
does not require any assumptions of normality. According to Gaither and Glor-
feld (1985), such assumptions are not appropriate for behavioral management re-
search such as cross-cultural studies of ethics.
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Results

Results from the statistical analysis performed reveal some interesting ethical pat-
terns of the managers in the study. First, managers from both the United States
and Ecuador were significantly more ethical in their responses to question 1 (in
the direction of enhancement of firm profitability) versus question 2 (personal ec-
onomic well being). This varied response occurred in both the deforestation and
overfishing vignettes. The means and standard deviations for both the US and
Ecuadorian managers are displayed in Table 1. These results lend substantial sup-
port to Hypothesis 1 which states that managers, regardless of culture, will be
more ethical regarding ecological issues when firm profitability is at stake than
they will be when their own personal well being is at stake.

Table 1. Within Country Test of Impact of Situation on Ethical Response

Deforestation USA Ecuador

Vignette Mean S.D. Mean S.D.

Question 1 4.55 2.86 4.18 2.19

Question 2 6.28 343 5.40 3.32
p = 0.002 *** p = 0.050**

Overfishing USA Ecuador

Vignette Mean S.D. Mean S.D.

Question 1 3.57 1.89 248 1.95

Question 2 5.72 3.35 5.05 2.75
p = 0.001 *** p = 0.000 ***

* Significance at the 0.10 level
** Significance at the 0.05 level
*** Significance at the 0.01 level

Some support was also found for the second hypothesis, that managers from
collectivist societies will be more ethically orientated toward ecological issues
than managers from individualist societies. Table 2 contains the results from the
cross-country test of Hypothesis 2. The Ecuadorian group scored lower, thus more
ethically, on all four questions in the vignettes yet only two differences were sig-
nificant. This implies that the Ecuadorian managers tend to view the given ethi-
cal dilemmas with a slightly more moral perspective regardless of their personal
economic situation or the status of the firm.
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Table 2. Between Country Comparison: Ecuador versus USA

Deforestation USA Ecuador

Vignette Mean S.D. Mean S.D.

Question 1 4.55 2.86 4.18 2.19 p=0.175
Question 2 6.28 343 5.40 3.32 p=0.097*
Overfishing USA Ecuador

Vignette Mean S.D. Mean S.D.

Question 1 3.57 1.89 2.48 1.95 p = 0.002 ***
Question 2 5.72 3.35 5.05 2.75 p=0.142

* Significance at the 0.10 level
** Sjgnificance at the 0.05 level
**% Sjgnificance at the 0.01 level

Discussion

Although previous research has supported specific ethical philosophies used by
managers as well as the variation in ethical behavior across certain dilemmas,
there has been minimal emphasis placed on ecological issues. The purpose of this
study was to extend the existing foundation of literature on ecological ethics to
the cross-cultural level.

Specifically, it was theorized that managers, from individualist and collecti-
vist societies, would be more ethical regarding ecological issues when firm profit-
ability was at stake than they would be when their own personal well being was
at stake.

It was also theorized that managers from collectivist societies will be more
ethical regarding ecological issues than individualist managers. The results of this
study lend substantial support to the first hypothesis and partial support to the sec-
ond. Thus it can be inferred that regardless of culture managers tend to be less
ethical surrounding ecological dilemmas when in a dire economic situation. Fur-
ther, Ecuadorian managers may place more moral weight on the environment than
their US counterparts.

While prior business ethics studies have documented the support for cultural
relativism (Abratt/Nel/Higgs 1992) this study has focused on specific ecological
ethical issues across profoundly diverse cultures. Thus, empirical results from this
study have extended our understanding of how managers from different cultures
react to distinct ethical dilemmas. Obviously, each nation has unique factors which
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moderate ethical circumstances. For example, one possible explanation for the
concern for the environment in Ecuador, regardless of personal economic condi-
tions, may be the fact that the nation possesses a number of environmental “jew-
els” such as the Galapagos Islands and a section of the Amazon rain-forest. Man-
agers from Ecuador may also be more protective of their natural resources at this
point in time since the country’s economy is heavily dependent upon agricultural
products. With the exception of oil, five of the nation’s top six exports are agri-
cultural products which include (in descending order of export ranking) bananas
and other fresh fruit, frozen shellfish (primarily shrimp), coffee, and cacao (Thurs-
ton 1994). :

Thus, it may be advantageous for managers to consider ethical dilemmas in
diverse nations from a cultural relativism perspective. Making adjustments to cor-
porate ethical policies and codes of conduct based on differences in the ethical in-
clinations of members of diverse cultures may lead to less moral misunderstand-
ings and more effective policy implementation. The maintenance of one strict,
morally absolute, code of conduct avoids the entire issue of how different people
place value on certain ethical matters and may lead to problem in motivating em-
ployees and getting them to follow corporate policies.

The study of both culture and ethics is hampered by numerous limitations. In
the present study, one limitation was the difficulty in obtaining data from de-
veloping countries, which can be challenging and time-consuming. Another
problem is that generalizations about national cultures are often difficult to make
due to the existence of vast subcultures in many societies. These subcultures,
which are often very diverse, must be considered when attempting any cultural
analysis. Further, in the study of ethics the problem of social desirability bias
by subjects may also occur. Proper research design, and pre-testing of the vig-
nettes, does help in the protection against socially desirable responses by the sub-
jects.

Although the current study focused specifically on individualism versus col-
lectivism, future researchers may want to examine the impact of other cultural di-
mensions, such as uncertainty avoidance or power distance, on the intended eth-
ical behavior of managers. Future research efforts may also want to examine other
ecological issues such as air pollution or acid rain. Research opportunities also
exist in the study of culture’s impact on the many ethical decision making theo-
ries that were not covered in this analysis.

Overall, it is hoped that the results of this study assist multinational organiza-
tions, especially US firms that are expanding into South America, in understand-
ing the differences in the ethical behavior of individuals from the North and South
American cultures. Hopefully, a knowledge of how certain ethical dilemmas vary
in their perceptions across cultures may provide multinational organizations with
key information that can be used to develop ecological policies tailored to each
culture. For example, based on the results from the current study, it might be ad-
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vantageous for managers from US firms operating in Ecuador to be overly sensi-
tive with respect to environmental issues. Moreover, as it was found that the per-
sonal financial state of individuals plays a role in their ethical inclinations the
large MNC may hold more responsibility to respect local beliefs as individuals
from impoverished nations, such as Ecuador, may not have the financial strength
to act on their beliefs. Finally, a knowledge of the differences in ethical behavior
across borders should also assist managers in international trade, planning, and
strategy development.

Appendix
Questionnaire
Vignette 1: Deforestation Dilemma

Solar Oil Company, a multinational firm based out of the United States, has been
granted permission by the government of a small Latin American country to com-
mence oil exploration in the Amazon Basin region of the country. The local firms
that are currently involved with the oil industry lack the machinery and modern
technology of the firms from industrialized countries. While Solar possesses the
required technology, successful exploration would require the clearing of a vast
amount of land in the jungle, resulting in the significant destruction of tropical
rain forest.

The vice-president in charge of oil exploration is confident that the oil re-
serves in this area are substantial and she wants to begin full-scale exploration as
soon as possible even though environmental damages would be considerable. The
local government currently lacks stringent environmental protection laws and
would likely look the other way if oil reserves were in fact discovered.

A. If you were the President of Solar would you go ahead with the project?
Definitely would not Definitely would
1 2 3 4 5 6 7 8 9 10

B. If you were currently unemployed, would you accept a high paying job with
this firm?

Definitely would not Definitely would
1 2 3 4 5 6 7 8 9 10
66 mir vol. 39, 1999/1
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Vignette 2: Overfishing Dilemma

Deep Sea Inc., is a small fishing company that has experienced excellent growth
in recent years. In the territory where Deep Sea generally fishes the rare King
Tuna has recently been sighted and caught. Since this type of fish has been near-
ing extinction it sells for almost ten times the going rate for other types of tuna in
the international fish market.

The local government has little control over fishing companies. If the King
Tuna continues to be caught at the present rate it may become extinct within three
years. The profits for a firm such as Deep Sea will be excellent during the period.
Nevertheless, opportunities will exist in the future for Deep Sea since the local
territory has many types of fish that are also very profitable.

A. If you were president of Deep Sea would you continue to catch the King Tuna?

Definitely would not Definitely would
1 2 3 4 5 6 7 8 9 10

B. If you were currently unemployed, would you accept a high paying job with
this company?

Definitely would not Definitely would
1 2 3 4 5 6 7 8 9 10
Note

1 According to Habermas’s theory of normative correctness, normative validity claims are distinct
from truth claims, with valid norms as universally acceptable choice constraining principles and
true statements as universally acceptable descriptions of states of affairs (Braaten 1991).
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