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LEARNING OBJECTIVES 
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After studying this chapter, you should be able to: 
3-1 define what culture is and articulate its four main manifestations: 
language, religion, social structure, and education. 
3-2 discuss how cultures systematically differ from each other. 
3-3 understand the importance of ethics and ways to combat 
corruption. 
3-4 identify norms associated with strategic responses when firms 
deal with ethical challenges. 
3-5 participate in three leading debates concerning cultures, ethics, 
and norms. 
3-6 draw implications for action. 



INFORMAL INSTITUTIONS 
Come from: 
 Culture 
 Ethics 
 Norms 

 

Ethnocentrism 
To perceive one’s own culture, ethics, and norms as 

“natural, rational, and morally right.” 
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? Can you give an example of an ethnocentric  
statement? 



CULTURE 
Culture 
The collective programming of the mind 

which distinguishes the members of one 
group or category of people from 
another. 
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? How would you describe the culture in your  
home country? 



LANGUAGE 
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English is the dominant language in global business 
 
Recent globalization has called for the use of  
one common language 
 
Lingua franca 
A global business language 
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RELIGION 

Religion is another major manifestation of culture 
 
Knowledge about religions is crucial even for 
nonreligious managers 
 

Largest religions: 
Christianity -  1.7 billion 
Islam -  1 billion 
Hinduism -  750 million 
Buddhism -  350 million 
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SOCIAL STRUCTURE AND 
EDUCATION 
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Social stratification 
The hierarchical arrangement of individuals into social categories  
(strata) such as classes castes, or divisions within a society 
 
Education can be used to maintain social stratification or to break 
down social barriers 
 
Social mobility 
The degree to which members from a lower social category can 
rise to a higher status 



CULTURAL DIFFERENCES 
Three ways to understand: 
 Context 
 Cluster 
 Dimensions 
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THE CONTEXT APPROACH 
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Context 
The underlying background upon which social  
interaction takes place 
 
Low-context cultures 
Communication is usually taken at face value without 
much reliance on unspoken context 
 
High-context cultures 
Communication relist a lot on the underlying unspoken 
context, which is as important as the words used 
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THE CLUSTER APPROACH 
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Cluster 
Countries that share similar cultures 
 
Ronen and Shenkar clusters 
Influential set of clusters proposed by management 
Professors Simcha Ronen and Oded Shenkar 
 
GLOBE clusters 
Influential set of clusters named after the Global  
Leadership and Organizational Behavior  
Effectiveness project led by management 
professor Robert House 



© 2014 Cengage Learning. All 
Rights Reserved. May not be 
scanned, copied or duplicated, or 
posted to a publicly accessible 
website, in whole or in part. 



HUNTINGTON’S CLUSTER 
APPROACH 
Huntington civilizations 
Influential set of clusters popularized by political 
scientist Samuel Huntington 

 

Civilization 
Highest cultural grouping of people and the 
broadest level of cultural identity people have 
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DIMENSION APPROACH 

Power distance 
Extent to which less powerful members within a 

country expect and accept that power is distributed 
unequally 

Individualism 
Idea that an individual’s identity is fundamentally his or 

her own 

Collectivism 
Idea that an individual’s identity is fundamentally tied to 

the identity of his or her collective group 
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DIMENSION APPROACH 

Masculinity 
Dimension of sex role differentiation 
 

Femininity 
Dimension of sex role differentiation 
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DIMENSION APPROACH 

Uncertainty avoidance 
Extent to which members in a culture accept or 

avoid ambiguous situations and 
 uncertainty 
Long-term orientation 
How much emphasis is placed on perseverance 

and savings for future betterment 
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Ethics 
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Ethics 
The principles, standards, and norms of conduct  
that govern Individual and firm behavior 
 
Code of conduct 
A set of guidelines for making ethical decision 
 
Ethical relativism 
Follows the cliché, “When in Rome, do as the  
Romans.” 

? Can you think of a recent example of a firm that  
engaged in unethical behavior? What happened? 



ETHICS KEY TERMS 
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Ethical imperialism 
Refers to the absolute belief that “there is only  
one set of Ethics (with a capital E), and we have it.” 
 
Corruption 
The abuse of public power for private benefits,  
usually in the form of bribery 
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ETHICS AND CORRUPTION 

© 2014 Cengage Learning. All Rights 
Reserved. May not be scanned, copied 
or duplicated, or posted to a publicly 
accessible website, in whole or in part. 

Foreign Corrupt Practices Act (FCPA) 
A US law enacted in 1977 that bans bribery of  
foreign officials 
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NORMS AND ETHICAL 
CHALLENGES 
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Norms 
The prevailing practices of relevant players 
 
In-group 
Individuals and firms regarded as a part of their  
own collective 
 
Out-group 
Individuals and firms not regarded as a part of “us” 



INFORMAL INSTITUTIONS 
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Cultural intelligence 
An individual’s ability to understand and adjust  
to new cultures 
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