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The Suffolk University Sawyer Business Schoostedthe Knowledge Globalization
Conference on April 19 in Boston, Massachusett$he conference attendees included
scholarsmembers of the business commuydilyd studentifom the United States and
thirty six foreign countries. Theonferenceopicii G| o bstainabiBy wasaddressed
through the perspectives of various disciplimeduding: Global Health Issues and Global
Education; Global Sustainabilityyd Corporate Social Responsibilitgrisis and
Opportunity in the Global Economy; Spirituality atiet Personal Moral Compass in
Global Business; and, Technology and Sustainability.

This Proceedings Edition includes many of the conference papesewasdtexts of the

pr e s eranmakgAs fuch, itoffers a window into current global scholarship and the
continuing dialogue concerning evolviagcial, cultural, economic armisiness trends.

These reflections offer an opportunity for crassdtural exchages and increased global
understanding. We thank the conference presenters and participants for their insight and
contributions.

A very special thank you toProfessoMawdudurRahmanfounder and President of
Knowledge Globalization Institute and chafrthe conferenceDr. Nargis Mahmud
Executive VicePresident of the Knowledge Globalization Instituwenferenceso-chair
and managing editor of the peer reviewed Knowledge Globalizadiomal andMyra
Lerman AsdgstantDean ofUndergraduat@rograns andDirector of the Hona Program
at Suffolk Universityand conference echair. Their hard work and dedicatioontributed
greatly tothe success of the conference.

We are also fortunate to have a wonderful cadre of professors at Suffolk Uniwdrsity
contributed to the topic development o tonference and the presentation process

Global Health Issues and Education
Co chairs: Dr. Sukanya Ray and Dr. Michael Siegal

Spirituality and the Personal Moral Compass in Business
Co chairs: Dr. Susan Athten and Professor Lydia Segal

Crisis and Opportunities in the Global Economy
Co chairs: DrGail Sergenian and Dr. Khalid Amira

Global Sustainability and Corporate Social Responsibility
ProfessoMiriam Weismann

Miriam Weismann, Editor
Associate Profesr,
Suffolk University, Boston, Massachusetts, USA

Conference Papers and Remarks 2009 Page2



Knowledge Globalization Proceedings Edition 2009

Editorial Board

Miriam Weismann Editor
Myra Lerman
Gail Sergenian

Conference tracks and track chairs

GLOBAL HEALTH ISSUES AND GLOBAL EDUCATION
Prof. Sukanya Ray and Prof. Mike Siegel

GLOBAL SUSTAINABILITY AND CORPORATE RESPONSIBILITY
Prof. Miriam Weismann

CRISIS AND OPPORTUNITY IN THE GLOBAL ECONOMY
Prof. Gail Sergenian and Prof. Khaled Amira

SPIRITUALITY AND THE PERSONAL MORAL COMPASS IN GLOBAL BUSINESS:
Prof. Susan Atherton and Prof. Lydia Segal

TECHNOLOGY AND SUSTAINABILITY
Prd. Mawdudur Rahman

Jointly published by Sawyer Business School, Suffolk University and Knowledge
Globalizationinstitute, BostonMassachusetts, USA

Disclaimer: Copyrightsbelongto the authors of the articles. Suffolk Wersity or
Knowledge Globalization Institute assume on responsibility forifinpgement of
copyrights bythe authors of the artideor accuracy of data or information

Conference Papers and Remarks 2009 Page3



Knowledge Globalization Proceedings Edition 2009

Table of Contents

|. CONFERENCE PAPERS
A. GLOBAL HEALTH ISSUES AND GLOBAL EDUCATION

The Quest for the Effectiveness of Knowledge Creation
Dr. Hafid Agourram Research Associate Professor, Effat College, Saudi Arabia

B e G
LOBAL SUSTAINABILITY AND CORPORATE
RESPONSIBILITY

National Competitiveness in Transitioning Economiest.essons fom Experience
C. R. Torrisi, Professor, Suffolk University
Gokhan Uslu, Global MBA, Suffolk University

Antecedents of Corporate Environmentalism in Pakistan
Dr. Farida Saleem

Institute of Management and Computer Sciences
Foundaton University IslamabagdPakistan

Regulating Unlawful Behavior in the Global Business Environment:
The Functional Integration of Sovereignty and Multilateralism
Miriam F. WeismanpAssociate Professoru8olk University

Exploring Organizational Commitment and Corporate Ethical Values in Nigeria: A
Case of the Insurance Industry

Musa ObalolalLeicester Business School, De Montfort University, &KJniversity of
Lagos, Lagos, Nigeria.

RISIS AND OPPORTUNITY IN THE GLOBAL ECONOMY

Limits to the EU Economnic Growth - State of European Human Capital
Prof. Anis H. BajrektarevicChairman Intl. Law and Global Political Studies
IMC University of Applied Sciences, Austria

Conference Papers and Remarks 2009 Paged



Knowledge Globalization Proceedings Edition 2009

Fertility and Female Participation in Agricultural Activities: A Case Study of Two
Villages in Bangladesh

B. S. TaheraProfessorDept. of EconomicdJniversity of Chittagong

Chittagong, Bangladesh

PIRITUALITY AND THE PERSONAL MORAL COMPASS
IN GLOBAL BUSINESS

Towards A Globalized Scholarship of Comparative Religion
Dr. Abdurezak AbdulahiHashi Associate Professor
Faculty of Science, International Islamic Universialaysia

Developing a Code of Ethics for the Globalization of Companies
Timo Herold andr.rer. pol.Christopher Stehinstitute for Corporate Management
University ofUIm, Helmholtzstr

e T
ECHNOLOGY AND SUSTAINABILITY

Has the lack of a robust U.S. federal financial commitment to embryonic stem cell

research caused the United States to lose its global leadership role in stem cell

research and hindered worldwide research pgress in regenerative medicine?

Linda Melconian Suffolk Universty

Young AEdventur eodo i n -Engimeeringcand Math:deaderstopl o gy ,
and Team Development For a Creative, Inclusive, and Sustainable World

Dr. Cynthia L. TomovicDarden Colleg of EducationOld Dominion University

David W. Train President, Main Academy Gloh&Vorcestershire, England

Andrew Train Main Academy GlobalWorcestershire, England

F. CONFERENCE REMARKS

Teaching the Content AGI|I obalshHedEleéarmniogh: 0 Ev al
Course

Dr. rer. pol. Christopher Stehr, Institute for Corporate Management, University of Ulm,
Helmholtzstr

Art of Leadership and Managing by fAKar mao
Sushil BhatiaExecutive in Residenc&uffolk University

GovernanceRestructuring in the Cut Flower Trade in France and its Impact€On
Producers in Developing Countries

Conference Papers and Remarks 2009 Pageb5



Knowledge Globalization Proceedings Edition 2009

Manoel Xavier Pedroza Filh&hD student, French National Institute for Agricultural
Research INRA / MOISA, Montpellieri France

SME Supply Chain Sustainability and Wool Froduction in North America
Eugene Bourgeojs Phi |l osopher s Wool Co. , Il nver hur

CONFERENCEAPERS

Conference Papers and Remarks 2009 Pageb6



Knowledge Globalization Proceedings Edition 2009

GLOBAL HEALTH ISSUES AND
GLOBAL EDUCATION

Conference Papers and Remarks 2009 Page7



Knowledge Globalization Proceedings Edition 2009

The Quest for the Effectiveness of Knowledge Creation

By
Dr. Hafid Agourram

Dr Hafid Agourram is research associate professor at Effat College in Saudi Arabia and
aasociate pr of emversity, LeanoxvillB i(ébech €anadd) He is also
member of the Geobusiness research center at the University of Sherbrooke.

Abstract

This paper discusses how knowledge creation in organizations can be optimized. Kolb
(1985) learning styles theory is used to show that organizational knowledge is better
developed when people with different learning styles interact with each others. It id argue

that the misfit between Kolb (1985) learning styles would lead to better knowledge

creation. The outcomes of this discussion are of high importance to knowledge based
organizations as well as to groups of people who participate in dialogues and decision
making.

Keywords: Knowledge creation, Knowledge management, Learning styles and knowledge
Introduction

This paper discusses how knowledge creation in organizations can be optimized. Kolb
learning styles theory is used to show that people with differemiteastyles when
interacting with each other, can form more knowledge. It is argued that the misfit between
Kolb learning styles would lead to better knowledge creation. We are advancing a research
proposition that seems to contradict the widely accegdetimunication assumption which
stipulates that knowledge is better created between homogenous groups of people. In this
paper we combine two theories; Nonaka (1995) knowledge creation theory and Kolb
(1985) learning style theory to show that heterogenegmpaaps of people can develop
more knowledge.

Learning styles theories.

Think about what you do when you have to learn something new. You probably approach
the task in the same way each time. As the learning process repeats itself over time, you
develop aabit or a set of learning patterns which become your cognitive / learning style.
In a classroom for example, students learn the same learning material differently
depending on their learning style.

Allport (1937) was the first to formally propose the cept of learning styles. He referred

to them as; Afan i ndividual 6s habitual or

and problem solvingo. In the | ate 1960s
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mushr oomed, wh er e by heolies sf éearrting styles, arfel maore thah e r e
thirty instruments for evalwuating | earni ncg

While there is great debate within the field over the appropriate definition of learning style,
the general consensus within cogni ve psychology is that,
individual differences in the cognitive processing styles that they adopt in problem solving
and other similar decisiema ki ng activitieso (Robertson
consistent and charadsic predispositions of perceiving, remembering, organizing,
processing, thinking and pr)obl em solvingo

Another commonly held view among scholars in this field includes the notion that learning
styles ar e, ndcetiabtl ftym andepkrgenal it
Other important characteristics of learning styles which have also become generally

accepted wi t hin t he field il ncl ude: Nt he
independence of cognitive s from measures of general ability; and the relationships
bet ween cognitive abilities and speci fic

Ausburn, 1978).

David Kolb (1979, 1985) has written extensively on the subject and his model is frequently
used. According to Tennant (1988) , AKol bos |
domi nant approaches t o ckob @gntfied twa segarate o g n i
learning activities: perception and processing and each of these learning activities can be
divided into opposites.

Perception activity

People will have a preference along the line between:

A Concrete experienceLooking at things as they are, without any change. Here
peoplebest perceive information using concrete experiences (like feeling, mgichi
seeing, and hearing)

A Abstract conceptualizatiorLooking at things as concepts and ideas. Here people
bestperceive information abstractly (using mental or visual conceptualization).

Processing dimension

People will take the results of their Perceptand process it in preferred ways along the
line between:

A Active experimentationTaking what they have concluded and trying it out to
prove that it works.

A Reflective observatioTaking what they have concluded and watching to see if it
works by thinkirg about it

By combining these opposite dimensions, we get Kolb (1985) four learning styles:
converger, diverger, assimilator and accommodatshasn bellow in figure 1:
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Concrete
experience
| I
Active Reflective
experimentation observation
[ vV
Abstract
Figure 1 (Kolb learning styles)

Type | learner: Accommodators (Concrete experiencer / Active experimenter)

You are primarily a "handsn" learner. You like to practice what you learn. You tend to
rely on intuition rather than | ogic. You
your learning in real life si@tions. You prefer doing thisgather than thinking about
them. You dislike routine tasks. You prefer experimentation and real life learning material
rather than classic lectures.

Type Il learner: Divergers (Concrete experiencer / Reflective observer)

You like to look at things from many perspectives, thus diverging from a single point of
view. You like to gather information and create many possibilities of things. Feeling is a
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major conditional activity withyou. You are a constructivist. You like the tomb up
approach in which you create the top by gathering and organizing pieces from the bottom.
You like to discover. You enjoy inductive logic and you are more comfortable with
gualitative type of research.

Type Il learner: Convergers (Abstract concepialization/Active experimenter)

You like solving problems and finding practical solutions and uses for your learning and
you prefer technical tasks. You like to think about things and then try out their ideas to see
if they work in practice. You prefer wking by yourself and you like to think and act
independently.

Type IV Learner: Assimilators (Abstract conceptualizer/Reflective observer)

You are logical. Abstract ideas and concepts are very important to you. Practicality is less
important to you than aogd logical explanation. You efer to think rather than actou
like structured understanding. Yprefer lectures. You prefartop down approach.

Knowledge creation

Today knowledge and the capability to create and utilize knowledge are considered to be
the most i mportant sources of a firmbs su
1994; Nelson, 1991; Leonaiharton, 1992, 1995, Quinn, 1992; Drucker, 1993; Nonaka
and Takeuchi, 1995; Grant, 1996). Nonaka (1995) knowledge creation theory is based o
the knowledge creation process which is made of four activities: socialization,
externalization, Combination and Internalization. The process starts off with the
socialization activity in which people interact and share real life experiences. This
intercti on produces tacit knowledge that is
then convertednto explicit knowledge througthe externalization activity so that people

can share it. External knowledge from different sources is combined to thexpbeit e
knowledge through the combination process. Finally, the new combined knowledge in
transformed into new tacit knowledge that is storetth@human brain. Nonaka argues that
knowledge in organizations is created through this cycle.

Dialogue is the radium by which knowledge is created. Firms differ because they strive to
differ (Nonaka and Toyama, 2005) and because we humans who form the organization are
different. Dialogue allows a person to express his knowledge and what the truth is from a
particuar context and a particular vVview. ATr u
and from where we look at it (context). In organizational knowledge creation, it is such
differences in human subjectivities that helps create new knowledge. The diffemence i
subjectivities means the differences in h
2005) . Peoplebs views about the world and

Conference Papers and Remarks 2009 Pagell



Knowledge Globalization Proceedings Edition 2009

synthesis of these contradictions through dialogue that lead to knowledtjenc(Banaka
and Toyama, 2002, 2003).

Research proposition

Qur goal in this paper is to combine Nona
on the synthesis of contradictions and subjectivity on one hand and Kolb learning style
theory on the othelnand. We argue that the combination of the two theories may lead to
better performance in knowledge creation. The following framework illustrates our
research proposition.

Misfit
between

Knowledge
creation

Learning

Figure 2

Nonakads theory 1is based on p guesptd ereatev h o
knowledge. Kolb argue that a person has a preferred learning style by which he perceives
and processsinformation and knowledge. We argue that if an individual has a preferred
learning style, he or she will use the same style to providé néhhas learned to others. If

| am a converger in &ning, | will be a converger iproviding. For example, if a person
prefers logic and abstract presentation of concepts and information, he or she will provide
what he learned in the same abstract agecdl presentation. Since knowledge is created

by a synthesis of subjective views of the world and contradictions, we advance that when
individuals who are involved in the dialogues have different learning styles, there would be
more contradictions andifterent views to synthesize which would lead to more
knowledge created in the process.

Implications and Conclusion
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Our proposition has many important implications. First, organizations which search for
knowledge need to set up teams of people who hafferatit learning styles. Kolb
learning style instrument that indicates which learning style fits an individual can help
identify team members. Second, innovative organizations that seek new products and
services can also base their choices of knowledgedmes on learning styles. Third, it
would be better to carefully choose individuals with different learning styles before they
get involved in using decision systems such as group decision support systems.

We call for further research to empitigatest our proposition in a vartg of settings
before advancing any theory.
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National Competitiveness in Transitioning Economies:
Lessons from Experience

C. R. Torrisi, Professor, Suffolk University
Gokhan UsluGlobalMBA, Suffolk University

l. Introduction and Overview:

Policy makers and decisionakers in the public and private sectors have increasingly paid
attention to the macro factors that influence national competitiveness and impact,
constrain, or enhance industry or firm competitiveness at the micro level. In a relatively
open and integratkeglobal economy, the linkages between these factors or sources of
competitiveness have become more apparent and important, although not always clearly
defined or empirically measured. The theoretical literature ondpetific determinants

of competitiveness is well developed and has provided a useful framework for empirical
research. Unfortunately, this is not the case for the analysis of national competitiveness
factors and tests of their empirical validity. There, certainly, exist well respected and
understood indices of national competitiveness performance and rankings, such as those by
the World Economic Forum (WEF), the Institute for Management Development,(IMD),
the Asian Development Bank, and the Institute for Industrial Policy Studies (Replblic
Korea).

Although comprehensive and utilizing both hard (statistical) and soft (survey) data, these
existing indices are often criticized on measurement and methodological issues. Some
factors are deriveddm consistent quantitative datae. economd performance, public

finance, productivity, and basic infrastructure. Other factors are evaluated and measured
based on management surveys, current legislation, official government policies and
subjective assessment of the political, social and institatienvironment and overall

business climate. Some critics suggest the accuracy and reliability of such data across
different countries is suspect and there are inherent biases in survey and subjective or self
reported data, whether from government poi@kers or executive decisionakers.

Issues regarding the methodology of data collection, analysis, and reporting are often
raised as are questions about weights assigned to different factors. These concerns apply
to primarily quantitative measures. Hewver, there have been similar reservations about
survey design, sample size, and aggregation of survey data. Lastly, existing major indices
attempt to cluster countries either by economic size, level of development, or economic
structure and adjust factareights accordingly, or apply common weights and factors to
countries as different as the U.S. and Ukraine, or India and Ireland. Often, the underlying
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assumption is that economic and social priorities are similar if not identical and national
competitiveness is a dominant objective of government policy.

I n the next section of this paper, the aut
national competitiveness indices and reports, the World Economic Forum, Global
Competitiveness Report and the Ingatéor Management Development, World

Competitiveness Yearbook. In part three, we identify a sample of five countries of

relatively similar economic size and transitioning from basic efficiency driven, factor cost
competitiveness to innovation and produityi driven competitiveness. Thus, this is a
Atransitiono process of economic restruct
global economy not the past process of adapting to new political/economic systems, as in
Eastern Europe. Also, the five cdrias in our sample, Colombia, Poland, Romania,

Thailand and Turkey have undergone or are undergoing significant political, social, and
economic change, which can enhance or occasionally hinder competitiveness. We also
report the existing rankings and uég conclusions from the two major indices.

Section four of our paper presents a model of competitiveness factors and weights,
building on previous studies, but adapted, to the economic size, structure and priorities of
countries in this transition stagf economic development. We identify factors that we
believe are theoretically justifiable, empirically measurable and particularly relevant to
economies in a transition, while fully participating and competing in the global economy.
We also suggestweighting scheme to construct a more useful and comparable index of
national competitiveness, through a modified clustering or classification scheme.

We conclude with a summary of the strengths and weaknesses of our model and its
possible relevance to otheountries. We suggest policy recommendations to enhance
national competitiveness and overall economic performance, recognizing that economic
and social priorities may differ. Lastly, we identify future research opportunities to test
our model empiricdy and extend it to other countries undergoing similar transformation
with relatively open economies of comparable size.

I. WEF and IMD Reports:

WEFT Global Competitiveness Index (GCI)

WEF has published Global Competitiveness Reports since 1979. Themeastres and
ranks 134 countries in 2008. WEFO6s Gl obal
measurement of 12 different pillars of economic competitiveness and countries are
classified as factor driven, efficiency driven, transitioning to innovation drindn a

innovation driven.
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Basic Requirements

1st Pillar: Institutions (25%)

2nd Pillar: Infrastructure (25%)

3rd Pillar: Macroeconomic Stability (25%)

4th Pillar: Health and Primary Education
(25%)

Efficiency Enhancers

5th Pillar: Higher Educatiomd Training
(17%)

6th Pillar: Goods Market Efficiency (17%)

7th Pillar: Labor Market Efficiency (17%)

8th Pillar: Financial Market Sophistication
(17%)

9th Pillar: Technological Readiness (17%)

10th Pillar: Market Size (17%)

Innovation and Sophistit@n Factors

11th Pillar: Business Sophistication (50%)

12th Pillar: Innovation (50%)

These different pillars impact countries?o
Requirements are key for factor driven economies, Efficiency Enhancers are key for
efficiency driven economies and Innovation and Sophistication factors are key for
innovation driven economies. For example, the most effective way for Turkey to improve

its efficiency driven competitiveness is not the same as, for the US. This is beagkesg T

and the US are in different stages of development. As countries move along the
development path, wages tend to increase, labor productivity improves and economic
structure begins to change.
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According to the GClI, in the first stage, economiedar®r-drivenand countries in this

stage compete based on their endowments, primarily unskilled labor and natural resources.
As wages rise with advancing development, countries move intfftbiencydrivenstage

of development, when they must begin to depenore efficient production processes and
increase product quality. Finally, as countries move intanthevatiordrivenstage, they

are abldo sustain higher wages and the associated standard of living and production shifts
to higher value added secsoCountries are classified by stages of development based on
two criteria. The first criterion is the level of GDP per capita at market exchange rates. A
second criterion measures the extent to which countries are factor driven. WEF proxies this
by the fare of exports of primary goods in total exports and assumes that countries that
export more than 70% of primary products are to a large extent factor driven.

This concept of stages of development is integrated into the GCI by attributing relative
weightsto those pillars. All 12 pillars matter to a certain extent for all countries, but the
i mportance of each one depends on the cour

To take this into account, pillars are organized into threarsidxes. Thédasic
requrementssubindexgroups those pillars most critical for countries in the fadtoren
stage. Thefficiency enhancers stbdexincludes those pillars critical for countries in the
efficiency driven stage. Lastly, thenovation and sophistication fac®subindex

includes the pillars critical to countries in the innovatilsiven stage. Weights of the three
main groups of pillars at each stage of development are shown below;

Factordriven Efficiencydriven Innovation-driven
stage stage stage
BasicRequirements 60% 40% 20%
Efficiency Enhancers 35% 50% 50%
Innovation and
sophistication 5% 10% 30%
Factors

To obtain these weights, a maximum likelihood regression of GDP per capita was run
against each sdindex for past years, allowing for differeraefficients for each stage of
development. The rounding of these economic estimates led to the choice of weights.

Data and Methodologies:

WEFO6s model relies on a wide range of dat e
extensive hard data and suyvadicators from other internationally recognized data
sources. WEFO0s survey data are timely and

available. The WEF has conducted the annual survey for nearly 30 years. Survey of 2008
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was completed by 12,279 top naement business leaders in 134 countries between
January and May. This represents an average of 91 respondents per country. The survey
data are basedn the informed judgments of the actual participants in the economies of the
countries examined. The sy asks executives to provide their expert opinions on various
aspects of the business environment in which they operate. Thus, data gathered through
survey may provide a qualitative portrait
environment, as perceigdy managers with recent country experience. The survey data is
also helpful because some of the hard data in some countries are not available.

The hard data measures used in the GCI are derived from internationally recognized data
sources such as IMF,NJ World Bank and supplemented by national sources when
necessary. These hard data are normalized eto-& 5cale in order to align them with the
Executive Opinion Survey results (See WEF, 2008). Those variables which are followed
by t he sy miheGClimtivoddifferamttplades. In order to avoid double counting,
the GCI give them a half weight in each category. The percentage allocated to each
indicator represents its rounded weight within its immediate pillar category. The
computation of GCI i®ased on successive aggregations of scores, from the pillar level all
the way up to the overall GCI score, using the appropriate weights.

IMD - World Competitiveness Yearbook (WCY):

The IMD World Competitiveness Center was created in 1989 by Prof. SteBhasié

and has been publishing the | MD Worl d Comyg
The World Competitiveness Yearbook (WCY) bzas and ranks how nations create and
maintain competitiveness factdsachieve increased prosperdyd enhance oifder the

ability of their firms to compete globallyVCY provides extensive coverage of 55

economies. All economies are chosen because of their impact on the global economy and
the availability of comparable international statistics. ICB@) competitiveess criteriare

revised and updated on a regular basis as new theory, research and data become available.
A long established collaboration wittational, international organizations and universities
worldwide also helps ensure that the data is relialdeaanurate.

Methodology in a NutshellMD World Competitiveness Yearbook

1- TheYearbook (WCY) analyzes and ranks the ability of nations to create and
maintain an environment which sustains the competitiveness of enterprises.
2- Businessnterprises operate a national environment which enhances or hinders
their ability to compete domestically or internationally. This field is called:
6competitiveness of nationsé and i s co\
3- WCY divides the national environment into four main factors:
- EconomicPerformance
- Government Efficiency
- Business Efficiency
- Infrastructure
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4- Each of these factors is divided into 5 gabtors which highlight every facet of the
areas analyzed.

5- These 20 sufbactors comprise more than 300 criteria in total.

6- Each suHactor haghe same weight (5%) in the overall consolidation of results.
Sub factor and main factor rankings are calculated by utilizing standard deviation
method (IMD, 2008), aggregated and indexed to a value of 100 for the top ranked
economy.

7- Criteria can be hardata which is taken from international, national and regional
organizations and private institutes. Criteria also can be survey data which is drawn
from Executive Opinion Survey (3960 respondents). Hard data represent a weight
of 2/3 in the overall rankingghereas the survey data represent a weight of 1/3.

8- In addition, some criteria are for background information only, which means that
they are not used in calculating the overall competitiveness ranking.

9- Aggregating the results of the 20 sialotars makestie country indexwhich leads
to the overall ranking of the WCY.

Factors and Criteria

Economic
Performance

Government
Efficiency

Business Hiciency

Infrastructure

Domestic economy

Public finance

Productivity

Basic infrastructure

International trade

Fiscal policy

Labor market

Technological infrastructure

International investmen Institutional framework| Finance Scientific infrastructure
Employment Business legislation Management Health and environment
practices
Prices Societal framework Attitudes andvalues | Education
As WEFO6s Gl obal Competitiveness I ndex,
creates itsd ranking bas eueyadatanteasures dat a

competitivenesss it is perceived whereas tharth data shows how competitivess is

measured over a specific period of time. The Survey is sent to executives in top and middle
management in all of these economies covered by the WCY. The survey was designed to
guantify issues that are not easily measured such as managementyratiwceelations,
corruption and qudl of life. Responseeeflect present and future perceptions of
competitiveness by business executives whaanentlydealing with international

business situans. Thus, their responses may be more recent girce is lessme lag,

which is often a problem withard data that reporpastperformance

Il Country Profiles: WEF and IMD Reports

Turkey:
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Turkey has a population of 75.2 million as:c
$663.4 billion and GDPercapita has reached $9,628.2007. WEF classifies Turkey as

a transition economy between efficierdfvenand innovatiordriven According to

WE F 6 s, th® 6verall ranking of Turkey is 63 in 2008. This shows a decrease from the
previous year. In200M, ur key was r a nhkeeweakes? pillarSaratidk ey 0 s
market efficiecy, infrastructure, an@cthnological readiness arfttée strongest pillars are

health and primary education, market size, aadnzeconomic stability. The most

problematic factos for doing business include inefficient government bureaucracy, tax
regulations, political instability and access to financing.

| MD6s WCY ranks Tur key tHe8/CY, dunkeyo © f st5b9 n g tAlt g
Obusiemge s4 alt i ono6,u edsad tand déehse aalntdh vaahed envi r
hand, weaknaeawiegmenndg)] udeodieed @ah if mfamaestonr k&
Challenges faced in 2008 are EU negotiations, distressed international financial markets,
theundergroundeconomyoveral business and investment environment. According to

| MD, Tur keyds r amlid aitg ihrmwe s tmpencalgeveunrieint! o ws 6
foreign ntedltlbe @atndaloiproperty r i gohetnmént i n 20
def i canspaéacyof@to ver nment iprodadtcyidonvaensdt mednt f | ow

Thailand

Thail and has a population of 65.3 million
billion and GDP per capita has reached $3,736.8 in 2007. WEF classifies Thailand as an
efficiency-driven economy. In general, the country has better rankings in all 12 pillars as

compaedto average rankings of efficiencyr i ven economies. Accord
Thail andds overall r a n kn 260§ Anmoagsthe tPalitfereata s e d  f
pillar s, Théairlanavkakest pillarsnaoeaéniealbbnol

business sophisticati ond .tstDmedeé bes theafhe I | h a 8
andp i mary ethacrade onmmq mao thisobnaaitket éfficit gy W6 . The
most problematic factors for doing business include government instability, political

instability, inefficient government bureaucracy and corruption.

| MD6s WCY ranks Thail andhe®@yY, T(hoauit!lfaonfd 65s5) . /
strengt plksowmen tcéisgadppp D cyldbandmar ket 6. On t |

weakness emernatonalh vud et deme Ht, i @ e@roductvoty®y 6, 06
ef ficiemaath&enaynd oment 6. Chall enges faced i
inved or 6s confidence by speedi ng inirgstruptwrdg | i ¢ i

and energy efficiencyAccordingto IMD, Thaland 6s r anki ng ueats | mpr
account cbhbabameedpr ockBnnignftleatm am@20@Bbw ydnent
has decroevaesrerdmda mttradsparb ¢ g i 6 ©, géver nmstaft pol i
capital .o

Poland:
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Poland has a population of 38.5 millionas 2007 . |t 0 s$42GBHlliohas r e
and GDP per capita has increased to $11,041.2 in 2007. \&&dtfies Poland as a
transition economy between efficiendyivenand innovatiordriven Accor di ng t o

GCI , Pol andds overal/l ranking has decr ease
ranki ng. THieew ecaokuend tr ypdehhologicaltse aad iemds 8 t,r dic t u
anthsd it utthreemtsréo rmqeals theafthiahdh mir maray ee cdnket at i on o
Si zaentha ®r oeconomi c stabilityd. The most pr

include tax regulations, inefficient governmentdéaucracy and inadequate supply of
infrastructure.

| MD6s WCY ranks Pol and theWCY, tbaweaknedses hdupge A c
Qroductivity &ef f i cifescpad, pddiicgds Ilbegi sl ati ond an
Strengt hs i mtrhationadtr &g e Gndeesdn,adtdional environ
Challenges faced in 2008 are restructuring public sector expenditure, reforming national
education, tax reforms, programs for youth employment and job opportunities. According

to IMD,Poa nd 6 s r ammpkri onvgeidh @isn i dhd’ e st me nheriskof oc ks a

political i meswlaebd d @ ttyrba msnfde r6 ki ncor@duimerdriceé u t
inflaturoeaft accoumbbdhbaltamoed samdi &ée | egi sl
Colombia

The country has population of 47million. GDP has reachebll71.6 billion and GDP per

capita has increased to $3,611.5 in 2007. WEF classifies Colombia as anafuriean

economy. AccordingtotrWEF6 GCI, Col ombi ads overall r
theprevios year r anki ng, hrdeoeakedt pillars ardrastucturey t r v 6 s
technological readinesandinnovation andhreestrongest pillaréealth andprimary
educationmacroeconomic stabilityandmarket size. The most problematic factors include

tax rates, corruption, inefficient government bureaucracy and tax regulations.

Thel MD6s WCY ranks Col ombi atheWCY( o€obl oimbb &P s
strengpgrh s @asiicea |d p dal bi ocry 6maar nkdéhedband, Weakndéssee o

i nclintdder mat i @nkalli d¢ rfaidedhoe@dogndad i nfrastr
Challenges faced in 2008 are promoting national and regional competitiveness system,
promoting formalization of economic activities and encouraging private capital for the
improvemet of the countryds strategic infrast
ranking has impre e d iirne cotd i nv e st meenttalgdvdrnonensforeign wa r d 0 ,
debt 6heanidmadge abroad @D0Bhbéutotomterngécr ease
unemploymeh 6c,onés umer priceriamti aacomdntanialo@nce

Romania

Romania haapopulation of 21.5 milionT he count r y 6 s $16@bionh as r e
and GDP per capitiaas increased to $7,697.2 in 2007. WEF classifies Romania as an
efficiencydrivene conomy. According to WEFG6s GCI , R«
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increased from74to68i 2008 rankings. Countryds threce
infrastructuretechnological readinesandinstitutions. Thehree strongest pillars are

health and pmary education,macroeconomic stabilityand financial market

sophistication. The most problematic factors for doing business include political

instability, tax rate, tax regulations and inefficient government bureaucracy.

| MD6s WCY r anks Ro meordingatoth#\WCY( dRwtmamfi a5H5s) .t oA«
strengths amee&itnetmetmma icoomph i cesddher®nand eod
hand, weakneaascivisy&efnfcilcuidees tdypb ut onal fr amew
6finance. 6 Chal | en g emrruptiar imgrovingrthe ffcier®@y ob r e r ¢
macroeconomic policy to moderateflationary pressures and strengthening public

administration. Accordi ngptov éMD, nROBBRI
oreal cor po hexiskeofpolitae s ® nasn & bd i §decyedsedim 200 8
Obur eaueguwulcaytdi, o refnfteecntsiivtey 6p earnsdo noa | i ncome

V. Competitiveness Factors for Transition Economies

As discussed earlier, both the WEF and IMD competitiveness indices amewabped

and recognized globally as useful measures of country national competitiveness rankings.
The former ranks 134 countries, across all dimensions of economic size and stage of
development. The latter ranks 55 equally diverse economies, chosenpaylesy in

worl d markets fibecause of their i mpact on
comparable international statisticso. \
key determinants of national competitiveness in these indicesmapldasizes those that

are both relevant and specific to countries that are in this transition stage of restructuring,
developing, and effectively competing in an integrated, open global economy.

In terms of measurement and methodology, our transitiomoaci@s competitiveness

index (TECI) emphasizes the use of hard statistical data that is considered accurate,
reliable, and comparable (primarily country and IMF data). Our index relies less on the

use of subjective, soft survey data, as the authors sbacerns raised about the biases
inherent in survey design and the reliability of the respondent samples, particularly for
transition economies and young, new, dynamic companies and sectors. Of course, some of
our indicators are more qualitative and iefticed by managerial opinions and perceptions.

An important methodological issue, regardless of the number and type of
criteria/competitiveness factors, is the relative weights assigned to the factors-and sub
factors used to construct the indices. Ascdssed previously, the IMD World

Competitiveness Yearbook gives each of its twentyfaators the same weight, regardless

of the number of criteria, in constructing its country rankings by factor and overall. Each
economyo6s per f or ma$tandardiDaeviatioreMethadywhidh measurds h
the relative difference between each count
values for the 55 economies for each of the 254 criteria. A weighted average for criteria

that comprise each sdhctor is catulated, with hard data having twice the weight of soft
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survey data. Factor rankings are aggregated and indexed to a value of 100 for the top
ranked economy (IMD, 2008).

The WEF, Global Competitiveness Report usesumoni f or m wei ghti ng of
indicators, which are combined into the twelve pillars of competitiveness. Economies, as
discussed, are classified as factor driven, efficiency driven, transitioning to innovation
driven, or innovation driven, given their particular stage developmedd.pillars are

organized into three stibdex groups by combining pillars that are critical to each stage of
development, basic requirements, efficiency enhancers, and innovation and sophistication
factors. Each sulmdex is weighted differently by stagé developments as presented

earlier (WEF, 2008).

Building on the criteria and classification schemes of IMD and the WEF, the five
countries in our study can be grouped as in transition from efficiency driven to innovation
driven, although at differentages in this process. Thus, the authors believe the essential
pillars critical to their competitiveness are institutional structure, macroeconomic stability,
higher education and training, goods market efficiency, financial market sophistication,
technol@ical readiness and innovation. The criteria or factors that measure performance
in each pillar are identified in The Global Competitiveness Report and are reported for the
five countries in our sample. Of course these pillars are interrelated any usunddirce

each other. These pillars cross the three stages of development, as should be expected for
transition economies. The first two are basic requirements criteria, the last, innovation, is
key for innovation driven economies and the other foarctassified as efficiency

enhancers for efficiency driven economies. Our proposed weighting for transition
economies of each stibdex is our competitiveness index is 30% basic requirements, 50%
efficiency enhancers, and 20% innovation factors.

The IMD main factor categories for competitiveness are economic performance,
government efficiency, business efficiency and infrastructure. Each of these is divided
into five subfactors as previously mentioned. Each of thesefactors is giventte same
weight of 5% in the calculation of the index and rankings. Through a similar process of
analyzing the 20 sufactors, calculated with over 300 criteria, in the IMD World
Competitiveness Yearbook, we identify twelve factors key to the compe&siset our
transition economies. The twelve siaators which we believe are most relevant and
measurable for countries in our sample and similar transition economies are as follows.
For factor one, key are size, growth and wealth of the domestic ecomiergational

trade data, and international investment performance. For factor two, public finance,
institutional framework, and business legislation are crucial. The importaifiiciobs in
measuring business efficiency are productivity, financiaketa efficiency and
management practices. Lastly for the infrastructure factor, our TECI competitiveness
index includes technological infrastructure, scientific infrastructure, and education
measures and outcomes.
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The criteria to measure and rank eactrtry in these sufactor categories are essentially
driven by hard data, objective and measurable, with some soft (survey data) which is
subjective and based on perception. Overall, hard criteria, we recommend, be weighted at
80% for the overall factaranking, while soft data should be weighted at 20%, given

survey bias and small sample size. Each of these twelviastas we propose should

have noruniform weighting of 6% to 10%, with the following specific weights:

Sub-Factor - Weights

Economic Performance Government Efficiency

Domestic Economy 8% Public Finance 6%
International Trade 8% Institutional Framework 8%
International Investment 8% Business Legislatioh0%

Business Efficiency Infrastructure

Productivity 10% Education 10%
Financial Markets Effi@ncy 10% Technological Infrastructure 8%
Management Practices 6% Scientific Infrastructure 8%

Thus, our model for economies in the transition phase from efficiency driven t@troro
driven places slightly greater weights on business efficiency and heapéal and
infrastructure sulfactors. However, as is obvious for countries in economic and, perhaps,
political transition, basic economic performance and government effycfaotors are still

of major importance.

Our subfactors for national competitiveness fit well the specific WEF pillars identified as
relevant for our country sample of Colombia, Poland, Romania, Thailand and Turkey. A
further strength of our model is thameasurement issues are minimized by the reliance on
hard, statistical data which is comparable rather than soft, potentially biased survey data.
Of the twelve sulfactors we include, only management practices and institutional
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efficiency are based to pisubstantial degree on subjective perceptions. Obviously
identifying the relevant sufactors and collecting accurate data would allow us to
construct country rankings utilizing the standard deviation methodology, following the
IMD competitiveness yearb&as described previously (see IMD, 2008) or the WEF
indexing method (WEF, 2008).

In future research, stfiactor rankings will be calculated for the twelve indicators in our
model, from the weighted average of the criteria standardized values ( see D8R, 20
Each individual criterion for the specific stdictor will have a standardized value by
subtracting the average value of the 5 economies in our sample from the specific

economyo6s original wvalue and thenildd vi di nc¢
able to determine the relative difference between these transition economies for each sub
factor . Each countryés competitiveness r ¢

the standardized stfactor criteria for each of the four main factofscompetitiveness.

Finally, the overall ranking will be based on the average of the four factor scores converted
into an index with the most competitive economy given a value of 100. Working with the
original sample and data for the five countries instudies, we can validate the

methodology, determine the competitiveness ranking in this limited sample, and then
enlarge the sample to a greater number of economies in this transformational and
transitional stage of economic growth.

Summary and Conclusion

In this paper, we have reviewed and evaluated the two most recognized and important

global reports on national competitiveness, the IMD and WEF Yearbooks. We have then
identified the WEF dihaiseemapartisubarlyoelevanttoroyr five i t i\
transition economies and the sfalgtors, based on the IMD report that are applicable and
crucial for these economies. Thus, each f
primarily hard data for Colombia, Roid, Romania, Thailand and Turkey, with the twelve
subfactors identified.

Competitiveness Factors

WEF IMD
Institutional Structure Public Finance
(Basic Requirement) Institutional Framework
Macroeconomic Stability Domestic Economy
(Basic Requirement) International Trade and Investment
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Higher Education/ Training Productivity
(Efficiency Enhancer) Education

Goods Market Efficiency Business Legislation
(Efficiency Enhancer) Management Practices

Financi al Mar ket ASophisticationo
(Efficiency Enhancer) Public Finance

Technological Readiness Technological Infrastructure
(Efficiency Enhancer) Education

Innovaion Scientific Infrastructure
(Innovation Factor) Education

Obviously, many of the crucial sifbact or s over |l ap and influen

competitiveness and can contribute to or hinder national and firm competitiveness. Our
subfactor weights reflect the relative importance of the criterion and its impact on one or
two Apillarso of competitiveness in our mc

Our weighting by WEF stagd development classifies our five countries as in transition
from efficiency driven to innovation driven, although at very different phases in their
transition. Therefore, country rankings overall can be calculated we propose by weighting
basic requiremdn subfactors 30% efficiency enhancers, 50%, and innovation factors,
20%. As countries effectively transition to innovation driven economies, these weights
would shift to 20%, 50% and 30% respectively.

Although the five countries in our sample differrsfgcantly by geography, history,

culture and politics, in terms of economic size and structure they are similar and all have
accelerated in the last decade the pace of transition to ntiinket and innovatiowlriven
economies. Also, thereisavailableoe r each country comparabl e
Current national rankings as discussed previously range from 34 for Thailand to 74 for

Conference Papers and Remarks 2009 Page28



Knowledge Globalization Proceedings Edition 2009

Colombia of the 134 economies in the WEF Report and from Thailand (27) to Turkey (48)
in the overall IMD rankingsf the 55 economies who are deemed key players in the world
markets and have comparable reliable statistics. In the specific IMD factor rankings, of
course, there is a wide divergence among the five countries. For our revised TECI model,
we anticipate tht the economies in our sample will be ranked somewhat differently and

the standard deviation around the mean will be reduced.

Our future research will empirically test our model with 2008 data, applying separately the
WEF indexing methodology and the IMdlandardized standard deviation method and
comparing the ranking outcomes. Subsequently, we will extend our TECI model to a
larger number of transition economies of similar stage and structure, given availability of
reliable data. It may be possible taster our transition economies on a regional basis
and/or by economic size (see ADB, 2006) and calculate competitiveness rankings on a
more comparable basis. In any case, future empirical research will build on the growing
literature on national compatieness and on the extensive, detailed, and widely
recognized reports of the WEF and IMD.

Identifying the main macro factors of national competitiveness and determining country
rankings, of course, are an important contribution to understanding how eesramdi

their enterprises can compete and benefit from the open, global economy. Treltrue

longt er m value of this o0calculusodo of compet.
makers and private sector decisimakers. The former need to design ecormoand

monetary policies and institutional changes that accelerate economic transition, while
enhancing the key competitiveness factors. Enacting and implementing business
legislation that encourages entrepreneurship, stimulates technological anficscienti
infrastructure, and fosters and rewards innovation is crucial for all transition economies.
Perhaps of even greater policy importance is increasing investment in education at the
secondary and university level in business, engineering, and the songtitéhe goal of

raising productivity whether in efficiency driven or innovation driven sectors. Generating
the capital for advanced education and training and for entrepreneurial and innovative
companies will require policies that stimulate real ecooaowth, international

investment, and export competitiveness. Transparency and stability in public finance and
efficient management of the public sector must be combined with monetary and regulatory
policies to enhance financial market stability andcefhcy as a priority of the

government. Certainly, this is a major challenge for transition economies given the global
financial crisis and economic recession, but in the current environment more crucial than
ever.

Decisionmakers and managers from thevate sector whether domestic or foreign will
continue to monitor these factors and-$adtors of national competitiveness and measure
the strengths and weaknesses of each national economy as they impact industry or firm
competitiveness. Businesses wiamine the factor and overall rankings of the various
host economies, track trends in these rankings on a regional or global basis, and identify
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transition economies by performance and potential as opportunities for profitable

investment, innovation, argtowth. Thus, the private sector and the public sector may
together create a O6virtuous circleo of ecc
growing national competitiveness.
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Abstract

The natural environment is becomiagnajor facor in the formulation of corporate and
functional level strategies of a company. This study explores the impact of public concern,
regulatory forces, top management commitment, internal environment orientation and
external environment orientation on envinoental corporate strategies and environmental
marketing strategies and the relationship of these two strategies with each other.
Questionnaires were administered dosample of 160 managers from four organizations.
The results showed that top managemamhrmitment, internal environment orientation

and competitive advantage have significant positive relatiosasknih corporate
environment strategy and environmental corporate strategies are significantly correlated
with environmental marketing strategies.

Keywords:

Environmental corporate strategy, environmental marketing strategy, internal
environmental orientation, external environment orientation.

Introduction

There has been an increased interest in corporate social responsibility across a range of
different disciplines (Hemingway and Maclagan, 2004). The confederation of British
Industry (CBI), the UK organization of employees, defines corpoatlsresponsibility

as follows:

fiCorporate social responsibility requires companies to acknowledge that they
should be publicly accountable not only for their financial performance but also for their
social and environment al recordso.

The natural environment which was once considexedhe external environmehis
become a major influential factor on managed@tision making and isurrentlyviewed

as central to the marketingié management strategyDrumwright, 1994; Hart, 1995;
Shrivastava, 1994, Menon and Menon, 1997)
environmental strategy of an organization isitesd as the pattern of action intended to
manage the iIinterface between the business
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The reputatio and good will of a company haweepositive relationship with the market
value of a company and investors are more likely ¥@shin a company which enjogs

good reputation (Swanda, 1990; Chavvin and Hirschey, 1994). Impact on reputation which
includes credibility, trustworthiness and reliability is increased by superior environmental
performance (Miles and Covin, 2000). Thadership of many organizations shows strong
concerns toward corporate environmemgeatformancethatis why many firms currently

have annual or biannual environmental reports to attract environigertaiscious
customers and investors.

Corporate environentalism has two dimensions, the environmental orientation which
refers to the recognition of environmental issues by the management of a coanpény
environmental strategy which is the integration of these environmental issues into the

strategies of that o mpany ( Banerjee, |l yer and Kashyas
orientation has a focus on both internal
values, ethical conduct of the employees and their commitment to environmental
protection and xt er nal orientation which refers

external stakeholdsrsuch as financial or community stakeholders (Banerjee, lyer and
Kashyap, 2003; Banerjee, 2001; Banerjee, 1999)fdbes of this study ishe corporate

and functionalevel strategies of a company. The previous reseex¢Banerjee, lyer and
Kashyap, 2003; Banerjee, 2001; Banerjee, 1999) also focus on environmental corporate
strategies like choice of new technology, investment in research and developmpdamnt
location and environmental marketing strategy like targeting environmentally conscious
customers or producing environmentally friendly products for understanding corporate
environmentalism.

Literature Review

Consumers in the major international markets lseoming aware of the environmental
performance of theampanies. They are demandingt only higher quality produstout

also societal and environmenyalresponsible values from their producers (Miles and
Covin, 2000). The consumer surveya@lshows thatonsumer impressigntoward the

firms who address environmental concerns in their business and management practices are
positive compare to those firms who do not address these issues (Carlson, Growe and
Kangun, 1993). Public concern for environmengff@mance of a firm has a significant
influence on environmental strategy of that firm and this can help them get quick and
immediate benefits (Banerjee, lyerdadashyap, 2003). No wonder thatblic concern is

one of the major antecedsmtf corporateenvironmentalism.

Managerial interpretation of environmental issues as opportunities or threats has a great
influence on an organizational environmental strategy (Sharma, 2000). Top management
envronmental concern can stem fromcao mpany 6 s e nratagy. dwomajart a |
reasons why corporate leadership has shifted its interests toward environmental protection
are, firstly to attract consumserwith high disposable income who want safe and
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environmenthy friendly productsandsecondly, in respponge the mandatory regulations
imposed by the government (Lutz, Lyon and Maxwell, 2000). When environmental
regulations are strict and customers are envirorallgntconscious managerial
interpretation about environmental issues besomere ofan opportunity thn a threat.

And managesd perceptios abou environmental protection plagn important role iran
organi zati onods e nvidingdagoe managémerd theory (Geageg and A C
Waddock, 1997) the management of a firm plays an important role kingeeut
emerging sources of competitive advantage such as environmental marketing to satisfy
customers and other stakeholdmnd in returns increase shareholders value. Similarly the
institutional approach also acknowledges the importance of organea@gnwell as
managerial factors behimc o mpanydés environmental strate

The theoretical as well as empirical evidence also suppmt&asehat environmental
regulations enhance competitiveness and firms financial performance (Codmem, F
Naimon, 1995; Poter, 1991; Memon and Memon, 199fg announcement of winning

an environmental award can increase the stock value of that company by an average of
$80.5 million similarly an announcement of an environmental crises can decrease the
stock value of that company by an average of $390 million (Klassen and McLaughlin,
1996). According to Nehrt (1996), firms who are the early runners in adopting pollution
reducing technology will have significant financial advantage over the firms wHatare
comers. Prior researatseresults also show that financial performance and environmental
performance are correlated (McGuire, Sundgren, Schneeweis, 1988; Russso and Fouts,
1997; Miles and Covin, 2000). Environmental performance is one of the sowrces t
competitive advantage and undéis strategic model enkenmental expenses will be
consideredhs investment for creating value for the stakeholders of an organization (Miles
and Covin, 2000).

Regulations arethe restrictions imposed bgovernment to cdmol environmental
performance ofirms, while in some cases firms voluntgrregulatetheir own conduct.
According to critics, self regulation provides less environmental protection compare to
governmental regulations (Maxwell, Layon and Hackett, 20@@)rigies and Sandorsky
(1996), find that pressure from the stakeholders groups which includes customers,
government, shareholders and community groups are reasons for a firm to increase its level
of environmental protection. Similarly firms ithe producton sector are more active
compare to the service delivery sectors in environmental responsiveness. This is due to
the high interaction aheproduction sector with the natural environment.

This study explores the impact of top management commitmdulic moncern, regulatory
forces, competitive advantage, internal environmental orientation and external
environmental orientation on environmental corporate and marketing strategies and the
impact of environmental corporate strategies on environmentaktiraglstrategies.
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This research wasconducted by using a questionnaire desgyrto understand
management 6s view about corporate environ
stratey of the respective organization and their relationship with public concern,
regulatory forces, competitive advantage, top management commitment, internal
environmental orientatioand external environmental orientatiofill these variables are
measured bmthemanager 6 s perspective. The 1 nstrun
these variables is adopted from published reseaydBanerjee, lyer and Kashyap, 2003.

All items are measured om 5- point Likert scale. The reliability analysis of the
guestimnaire is given in table no 1.

Table No 1

Reliability Analysis

Variable No of items Cronbatch Alpha
Public Concern 2 0.858
Regulatory Forces 5 0.783
Competitive Advantage 5 0.807
Top Managemen 3 0.880

Commitment

Internal Environmenta 4 0.788
Orientation

External Environmenta 3 0.679
Orientation

Corporate Environmente 4 0.807
Strategy

Marketing Environmenta 3 0.898
Strategy
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A total of 175 questionnaires were distributed in four organizgtiae® were returned for
a response rate 8f.% The questionnaires were completgdthe middle management of
Pakistan State Oil, AttooRil Refinery, Kohanoor &xtile Mills and Murree Bureury.

Data Analysis and Results

The data is analyzed on SPSS. The results of Pearson correlation shows thabpubtic

has the weakest relationship with corporate environmental strategy, while regulatory forces
and competitive advantage hamemoderate positive relationshigndtop management
commitment and internanvironmental orientation have tlsérongest rationship with
corporate environmental strategy. The results of Pearson correlation are shown in.table no
2.

Table No. 2
Pearsonds Correlation Analysis
Relationship of Corporate Environmental Strategy with other independent variables

Variable Correlation p-value N
coefficient

Corporate

Environmental

Strategy 160

Public Concern

0.265** 0.00 160
Regulatory Forces

0.521** 0.00 160
Competitive
Advantage

0.583** 0.00 160

Top Managemen
Commitment

0.634** 0.00 160
Internal
Environmental .
Orientation 0.669 0.00 160
External
Environmental

0.416** 0.00 160
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Orientation

** correlation is significant at 0.01 level-{2iled).

The results of backward liae regression shows that public concern has the weakest
negative relatiorfsp (- 0.568) with corporate environmental strategy and this osiskiip

is not significant. mternal environmental orientation (5.802) and top management
commitment (2.809) have much stronger and significant relationships with corporate
environmental saitegy. The results of backward linear regression by taking corporate
environmental strategy as dependent variable are given in table no 3.

Table No 3
Backward Linear Regression
Corporate Environmental Strategy as Dependent Variable

Model No 1 Model No 2 Model No 3 Model No 4

(-0.035)

Public Concern [-0.568]

0.571

(0.117) (0.107) (0.116)
Regulatory [1.533] [1.444) [1.576]
Forces

0.127 0.151 0.117

(0.129) (0.121) (0.142) (0.204)
Competitive [1.546] [1.478] [1.763} [2.900]
Advantage

0.124 0.142 0.080 0.004
Top (0.222) (0.217) (0.245) (0.267)
Management
Commitment [2.809] [2.774] [3.249] [3.583]

0.006 0.006 0.001 0.000
Internal (0.403) (0.402) (0.394) (0.399)
Environmental
Orientation [5.802] [5.801] [5.701] [5.758}

0.000 0.000 0.000 0.000
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Exterral (0.074) (0.810)
Environmental
Orientation [1.120] [1.252]

0.264 0.212
r? 0.568 0.567 0.562 0.555
F Statistic 33.464 40.269 49.761 64.904
p-value 0.000 0.000 0.000 0.000

Regression coefficient in parenthesis, t values in btackad p values in italics

The fourth model of backward linear regression which excludes public concern, regulatory
forces and external environmental orientation shows that competitive advantage (2.900),
top management commitment (3.583) and internalrenmiental orientation (5.758) have
astrong, positive and significant relationship with corporate environmental strategy.

When linear regression is run by taking marketing environmental strategy as dependent
variable and corporate environmental strategyndependent veable, these two variables
show a strong positive and significant relationship. TheoRthe regression model is
(0.568). The F statistic is (179.405) and p value of the model is (0.000). The reshé#s of
regression model are shown abte no 4.
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Table No 4

Linear Regression Model

Marketing environmental strategy as dependent variable and corporate
environmental strategy as independent variable

Constant Corporate R? F value
Environmental
Strategy
0.729 0.532 179.405
(0.224) (0.076)
[0.756] [13.394]
0.451 0.000 0.000

Regression coefficient, st. error in parenthesis, t values in brackets and p values in italics.
Discussion and Conclusion

The key finding emergingrom this study is that publiconcern and regulatory forces
which, according to previous researcheare the major antecedentsf corporate
environmentalismhave no significant relationship withither corporate omarketing
environmental strategy of the organizations in Pakistarpdate environmental strategy

has the weakest relationship with public concern. According to findings by Banerjee, lyer
and Kashyap (2003), environmental marketingategy shares signficant path with

public concernand the existing empirical findisgHenriqgues and Sadorsky, 1996; Miles

and Coven, 200: Maignan, 2001) also suppdine fact thathe public is one of the major

factors in successas the reputation of a company is important in profit seglkand
environmental marketing is a significanbmponent ofaf i r mdé s reputati o
2001). These results are probably due to the eduehterel of thepublic and economic
conditions inPakistan. The public is not veayware of the impact obrganizations on their
natural environment. The ditacy rate of Pakistan is 47% which inclsdleemajority who

can only write their namehis is the biggest reason why public concern has the weakest
relationship with both corporate and metikg environmental strategy.céording to
Maxwell, Lyon and Hak e t t (2000, pp. 613) Awhen it [
and to influence the political process, firms can match the net utility consumer expects
from regul atory controls with a | ower | ev:«
d o n 6¥e tohface regulatory control. The government of Pakistan does have
environmertal protection laws but there ameo strong check and balance on the
organizdéions. This is the reason whywna nage me n't doesnot consi
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regulatory forces anfluential factos behind corporate and marketing environmental
strategies.

When the managesnt of an organization perceivésat environmental protection is an

i mportant part of t they imay not meeg rmal erivimmnierdal | d €
controls (®iarma, 2000). This study also shows that top management commitment and
internal environmental orientation of management habe strongest positive and
significant relationship with corporate environmental strategy. It has been observed that
environmentalssues become harder to disown when they become an important part of the
corpoite identity (Weick, 1988). @&porate environmental strategy is influenced by the
internal forced.e. the management of the organization and the leadershtpnotto the

external forces like regulatory forces or public pressure.

The environmental marketing strategies of an organization are derived from environmental
corporate strategiesthese corporate and functional level strategies are significantly
correlated with each bér. As the major stakeholder groupsacluding public or
government (regulatory forceshave no significant relationship with @ronmental
corporate strategythey are also not the forces behind environmental marketing strategy.
Specifically in Pakigan environmeral marketing strategies are the result of the
environment al corporate strategi es. Wh e n
environmental strategies t hey  a@ng ervitonmental marketing. Out of four
organkations only one organizah did environmental marketing Pakistan &te Oil

which markesits green diesel.

Corporate emironmental performance amutofitability arelinked with each othemand it
really pays to be greefRusso and Fouts, 2007).hd environmental strategies wiany
organizations in Pakistan are results of commitment of the top management anchare in t
form of voluntary control. Acording to Hemingway and Maclagan (200danagesd
personal moral values regarding corporate social responsibility may havduamaefon
initiating or changing a specific project to inspire other emplog@esshow that they can
make adifference. In Pakistan the intedl environmental orientation of management and
commitment fromtop management are the major factors behimel environmental
strategies oforganizations.

The identified variable effect on environmental corporate strategiesthendffect of
corporate environmental strategies on environmental marketing strategies are given in the
following figure.
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Regulating Unlawful Behavior in the Global Business Environment:
The Functional Integration of Sovereignty and Multilateralism*

Miriam F. WeismannJD, LLM
Associate Professor of Business and Law
Suffolk University
Boston, MA

The declaration by some legal theorists that national sovereignty has been replaced by the
emergene of a new global legal order, premised on such notions as legal and
constitutional pluralism, cosmopolitan human rights law, transnational governmental
networks and the like, may be premature (Cohen, 2004). Indeed, some scholars now urge
the complete amalonment of any future discourse about sovereignty altogether. (Rabkin,
2005). While commercial integration and economic interdependence of respective nation
states may signal a diminution in national sovereignty, the conclusion that deconstructing
soveregnty as a baseline model for explaining all forms of global behavior does not
necessarily follow.

This is particularly true in the field of international law and regulation. (see attached
ALexicono for definiti on a lternatienal pnisgrudeneess t o |
not a one dimensional concept with uniform application across international borders. In

fact, just the opposite is true. Deconstructionist theory ignores both the actual mechanics

of international law and the permanent charastics of international legal institutions.

Likewise, it generally fails to differentiate between the varied forms of national legal
behaviors in the global environment. For example, the fact of widespreaechuosal

agreement regarding ethical uesss norms in the global environment does not necessarily
result in an internal domestic cultural consensus on the same issues (Weaver, 2001). In the
context of international | egal regul ati on,
these critichfacts dismantle the deconstructionist behavioral conclusions, demonstrating a
palpable disconnect between deconstructionist theory and global reality. Theoretical
constructs are only as good as their application to practical real world situations and
observed institutional behaviors. (Buchanan, 2004).

The juridical existence of a body of international law, custom, and practice does not
deconstruct sovereignty as a model for understanding global behaviors. Instead, the use of
legal harmonization as timeechanism for domestic implementation of international law
protects sovereignty by encouraging multilateral global cooperation while mindful of the
need to preserve and protect domestic legal rights. Whatever measure of sovereignty is lost
on a global scal the internal political, social, and economic forces at work within the

nation state contribute to the voluntary determinatio@,choiceto participate in a

particular juridical scheme. Indeed, the internal legal systems of sovereign nations account

1 "Submitted for publication, draft o nly, may not be reproduced."
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for international law as part of their respective forms of governmainus, the fact that

voluntary compliance can be interpreted as a diminution of sovereignty may not be the

only or correct interpretation. A better interpretation may be that voluataession to

global legal rules reflects a sovereign and voluntary decision that the particular

i nternational r u l-iterest@nd e bthetwsse dorfsistenswithathiee 6 S S ¢
varied internal domestic interests which do not block consert imftlementatior.

This article attempts to expand the dialogue beyond undifferentiated observations about an
amorphous global legal order where, at least in the sphere of international legal relations,
clearly one does not exist. The case study invgltne recent treaty, The Convention on
Cybercrime, [Convention] offers a window into one of the first global juridical attempts to
eradicate global crime in the world commercial settbrt of f er s support f
conclusion that the acknowledgednefits of multilateralism are limited in scope by

sovereign national privacy policy which circumscribes the expanse of global juridical
authority.

Simply, the Convention seeks to criminalize transnational criminal behavior committed by

the use of a aoputer and to eradicate data safe havens for global criminal activity. A

major feature of multilateral cooperation in this case study demonstrates the will of

national citizenry to limit global regulatory intrusiveness when perceived as a threat to
natioral autonomy and privacy rights. It teaches that domestic resistance to global

regulation ultimately diminishes, not sovereignty, but the quality of the accession to
multilateralism. This dilemma finds a cure in the drafting of treaty provisions that offer

nation states the ability to harmonize obligatory minimum treaty standards with the
particular nationbs conception of internal

The treaty provisions in the Convention aptly illustrate the application of the sovereignty
based legal harmonizah model in the global business environment where national self
interest has prioritized the eradication of unlawful and costly security breaches in the
corporate environment. As such, the model provides a reliable basis upon which to predict
national behviors in commerce. In a real sense, economic realism is a consequence of
demonstrable regulatory and legal compliance behaviors. Legal harmonization is the
organizational tool for augmenting the functional integration of multilateral behavior into a
national legal system. It provides the context in which economic behaviors are interpreted
as part of global economic realism.

2 For example, in the United States the constitution provides that treaties, when ratified become the law of the

l and. They do not Atrumpd the constitution but th
thus aconstitutionally embedded condition of self governance and must be considered as an organizing
principle in global affairs.

3 We will see, as demonstrated by the case study, how the impact of domestic resistance to international
regulation can diminisht s gl obal wutilityéthe other side of the
classic political theory recognizes that fthe more
block the enactment of polidyknown as veto poinés the mordikely existing policies are to be
maintained...[reducing] the credibility of any [governmental promise] to adopt political or economic
reformséo Frieden &Lake, 2005.

* It is not the only such initiative. The recent promulgation of U.N. Global Compentiple 10 is an

agreement that nation states will refrain from engaging in forms of bribery and extortion in international
commerce as fAa way of doing business. 0 However, t
aspirational in its language. It isome in the nature of an ethical principle as opposed to defining substantive
offense conduct. United Nations Global Compact,
www.unglobalcompact.org/AboutTheGC/ThenPrinciples/antcorruption.htmi(accessed March 9, 2008).
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This article concludes that national comfort in the stability of the organizing principles of
state sovereignty promotes treaty asten and the growth of multilateralism and co
operation in the sphere of global business activity. When that perception is threatened,
domestic influences will act to block implementation of global regulation particularly
where domestic civil rights amnplicated.

Commerce in the Framework of International Law

As a necessary first step in the analysis, it is important not to confuse global systems of
trade and communication with the framework of the international political and legal

systems in which #y function. Since the emergence of the Law Merchant, (Lex
Mercatoria), the informal international legal system shared by merchants in the middle
ages, (Scrutton, 1909), sovereign nations have consistently recognized the need for
multilateral cooperatiom commerce to ensure stability and predictability of commercial
transactions in the marketplace. However, economic realism is not alone sufficient to
displace the Westphalian notion of differentiated authoritarian governments and legal
systems in favor ad global new world order. That argument assumes uniformity in

process and purpose as between economic, political, and legal sectors and for that reason,
it assumes too much. (Neyer, 1998). Perhaps, a better explanation is that since the charter
grant in1600 from Queen Elizabeth | creating the East India Company, sovereign nations
have historically responded to economic global commerce based upon principles of
economic selinterest and the desire for profit. Considering world trade in this perspective
illustrates that consensual economic interdependence guaranteed by treaty in an integrated
world market unquestionably reflects a diminution in sovereignty but one which is limited

in scope and degree to the goals of controlled market entry and compettiet

advantagé.

Conversely, international law and international legal institutions by design exist in large
measure as a compromise to preserve sovereignty while achieving the important goals of
world order and security. Indeed, it is unlikely thaluntary global legal cooperation

would flourish in the modern world in the absence of significant limitations on institutional
form and substantive rulmaking authority, grounded in the juridical model of legal
harmonization. Legal harmonization provigeginctional bridge between global cross
cultural acceptance and domestic implementation of all international law. These
institutional and juridical limitations demonstrate that both the process and purpose of the
international legal system are specifigdormulated to protect state sovereignty (Conforti,
1993).% As previously noted, the national comfort in the stability of the organizing
principles of state sovereignty promotes treaty accession and the growth of multilateralism
and coeoperation in thephere of global business activity. However, domestic political and
economic influences will combine to block implementation of global regulation in the
national sphere, particularly where domestic civil rights are implicated.

*Krasner might call this forganized hypocrisyo whel
principles or rules associated with sovereignty which nations will frequently not adhehe it is in their

own best interest to engage in different forms of functional behaviors.

®Confortioés conclusion that the proliferation of i
to corresponding developments in internatigoelcial decisioamaking or corresponding enforcement

procedures, remains equally true today.
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There are four principlemitations governing institutional form and juridical substance

under the sovereigryased model of legal harmonization. First, international law is
technically and legally unenforceable. It requires voluntary compliance and voluntary
accession to theyisdiction of international courts by each treaty signatory. Second, there

is no uniformity in the domestic codification of international rules between differing

political systems, which explains the inclusion of treaty provisions that expressly provide
for | egal har moni zation in i mplementation.
from the treaty whenever accession falls into national disfawnally, not all nations

agree to all international rules. Autonomous states pick and choosepaetitipation

based upon necessity and seterest. Even where nations agree to a particular treaty,
each signatory may assert Areservations, O
provision. Thus, without consideration of these fouraai features of international law

and the use of harmonization as the mechanism for domestic implementation, generalized
conclusions about the juridical existence of a new world order may be an exercise in
overreglching. At a minimum, it is a failure afadytical methodology (Ratner & Slaughter,
1999).

Additionally, the particular subject matter of the treaty or rule also makes a difference in
terms of the quality and commitment to treaty accession. The failure of theorists to address
the actual contdrand substance of a particular law or to consider the concrete legal
implications of its application to participating signatories further minimizes the validity of
the ultimate conclusions of the deconstructionists. In order to establish that voluntary
compliance with international regulation actually abrogates or diminishes sovereignty, we
must know actual facts: what the law says, what it means, what interests it impacts, and
how it is implemented domestically. Thus, international law does not fiyriett the
characterization of one body of unified rules displacing national decision making,
particularly where choices involving the processes of accession, compliance, and
withdrawal remain relatively unpredictable. The point is underscored whemthnésion

! By way of example, as a matter of U.S. foreign policy and treaty negotiation, the decision to select the
International Court of Justice [ICJ]as the appropriat forum to resolve specific international disputes
regarding the rights of detained aliens charged with capital offenses was in conformity with the 1969
ratification of the Vienna Convention Concerning the Compulsory Settlement of Disputes, whereupon the
United States also agreed to the Optional Protocol. Among other things, the Protocol is a forum selection
clause that invests the ICJ with exclusive jurisdiction to dettidsetreaty issuesHowever, in recent years,

after the ICJ repeatedly declared theited States in violation of the rights of foreign nationals under the
treaty, the United States unceremoniously withdrew from the Protocol, repudiating the policy of compulsory
ICJ jurisdiction under thereaty.

8 Ratner & Slaughter, 1999. We shouldpoay | i p service to the recogni ze:
a |l egal met hodéone between the abstr acPositasmd t he ap
Functionalism, and International Lgv@4AJIL 260, 261 (1940). Morgenthal underscdresimportance of

A[reconciling] the science of international I aw an

theoretical and abstract to the particular concrete problems faced in the international community. | am not
suggesting that thedieal discourse is inappropriate, only that it overreaches when it bootstraps conclusions
about changes in the international legal order which are disassociated from legal realities. Some may view
this article as an exercise in legal positivism, whereridtional law is the sum total of the rules to which

states have agreed to by treaty, custom or practice or other forms of voluntary, consensual participation and
remain free to undertake whatever actions they choose. It does lend itself to that Stttmaiht although

it is not completely embedded in that model.
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process of achieving accession to and implementation of governing global juridical
principles is compared to economic realism and the exigencies of everyday commerce.
Historically, the choice to participate in multilateral agreements was simgilpfpan

ancient governing tradition among nations to reach acceptable levels of international
cooperation, stability and security based on the needs of the time and mostly, the
exigencies of commerce. Concededly, negotiated agreements resulting iatemaltil
cooperation, at some level, diminish sovereignty. However, not every multilateral decision
diminishes sovereignty to the same degree or at the same societal cost. The process of
harmonization counterbalances intrusive internal regulation by mgf@exibility to the

nation state in preventing the diminution of individual rights through the implementation
of various checks and balances, including national privacy policy.

Not much is written about current treaty developments in the body ofstilist

international law enforcement outside of the field of human rights violations. Frankly,
there hasndét been much of it to write abot
occasioned by the lightening fast development of technology and¢inel at

proliferation of cybercrime. The stalled formulation of a body of international criminal

law can be explained by palpable philosophical and legal differences between nation states
about such things as human rights, legal due process, and desimtioffense conduct.

Here, sovereignty sticks out | i ke a fAsore
views about what constitutes criminal offense conduct and about what constitutes protected
civil rights based on these pronounced socialucalt and political differences.

Sovereignty and Legal Harmonization: The Contours of the Model

Sovereignty exists as a central governing principle of international organization. Indeed,

the United Nations Charter expressly provides in article 2 osettithat its own

organi zational structure Ais based on the
1945). Sovereignty can be defined variously by the application of both generic definitions
(Stacy, 2003)and by the internal political and legal ®ms that define the unique
characteristics of sovereignty for that particular nation state (Locke, {8®&78988).

Scholars generally agree, at a minimum, that sovereignty is the authority and domination
exercised by a state over its affairs that oeatiin its own discreet or wellefined

territorial space (Weiner, 1999). Foucault referred to it as an organizing principle of legal
codes defining relations between sovereign and citizen, expressed through rules backed by
sanctions (Foucault, 1980). éimer scholar, Stephen Krasner, recently offered a more
elaborate definition, delineating four different types of sovereignty thakish at some

level in each nation: legal sovereignty, interdependence sovereignty, domestic sovereignty
and Westphalianovereignty (Krasner, 1999).

Harmonization is the process of domestic adaptation by a sovereign nation of an
international agreement into the domestic legal system through legislation or policy.

® Stacy describes the two dominating philosophical accounts of sovereignty: a Hobbesian account, which
defines the state by its borders and certain minimal obligations of its citizens|.ankle@n account, which

includes these characteristics but also includes t
property interests. Parenthetically, Stacy argues for the creation of a third account; Relational Sovereignty,
whichbr oadens the stateds responsibility to its citi

responsible governance asvis, world human rights.
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(Weismann, 2006). It is a process by which internationaidgvaced into lockstep with

the unigue characteristics of the domestic legal and political systems existing in each
respective nation state and not the other way around. Thus, the paradigm explains the way
in which standards are established by a natiaie sinuch in the same way, albeit on a

smaller scale, that businesses employ differing ethics paradigms to incorporate either
mandated or aspirational large scale ethical principles into each unique corporate cultural
environment (Boatright, 2000).

As exemplified by the current global response to the Convention, it is not unusual for
legislative harmonization to run into domestic resistance as part of this process. The
process of harmonization is unique to each nation and may be dependant upon stsch facto
as internal legal limitations and the levels of popular domestic support for the treaty under
consideration.

At least in constitutionally based governments, such as the United States, sovereignty is
constitutionally embedded and therefore, cannabtieguished except by force. While
Article VI of the United States Constit
|l and, 06 treaties do not trump either the
the form of sovereign government ated by that constitution. In plain terms, as a
constitutional legal matter, diminution of sovereignty in any aspect of global relations
cannot ultimately displace the laws of sovereignty embedded in the constitution. The
United States Supreme Court haad®a this point eminently clear:

uti
[

t
h

The United States is entirely a creature of the Constitution. Its power and authority
have no other source. It can only act in accordance with the limitations imposed

by the Constituti oné [niionjcanzapferpo@vereom t wi t
the Congress, or on any other branch of government, which is free from the
restraints of the Constitutioneélt woul c
our entire constitutional history and traditémo construe Article Vas permitting

the United States to exercise power under an international agreement without
observing constitutional prohibitior8.

Accordingly, sovereignty in a constitutior
up or to negotiate away av teinvent. In the United States, any treaty must comport with

the constitutional independence declared by the framers as the core of American
sovereignty. It follows then that the behavior of at least this constitutionally created nation
state in the glodl environment is best explained by a sovereidpased model from which

its sole authority emanates as a matter of law. There exists a firm legal obligation to
harmonize international law through domestic implementation in a manner consistent with
the corstitution and laws of the United States. No matter how well reasoned the arguments
of the deconstructionists to the contrary, the law must ultimately be the final arbiter of the
dispute and it provides a rational model for observing the conditions afatitanal

behavior.

Additionally, inbred jurisdictional limitations attendant to the formation of international
legal institutions and the inability to enforce international law or meaningfully punish

Y Reid v. Covert354 U.S. 1 (1957) at58.
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nation state law breakers provides even strongematior the sovereigntgased legal
harmonization model. Consent of the governed, the centerpiece of the Lockean model of
sovereignty, (Locke, [16780] 1988), is seen nowhere more clearly than in multilateral
treaty participation and consent of any sitgmy to the exercise of jurisdiction by the
International Court of Justice (ICJ). In fact, consent to jurisdiction by a signatory is a
condition precedent to the exercise of ICJ authority over any legal case or dispute. The
decisions of the ICJ are bimdj only upon the consenting parties that agreed to its
jurisdiction in that particular case. Moreover, there is no such thing as a body of
international legal precedent as a governing principle in world affairs. These facts cast
serious doubt on the paigch of a new world order in this context, regardless of the
sentiments on either side regarding its ultimate desirability.

In the same vein, even where states voluntarily agree to sign a multilateral treaty, domestic
implementation is left to the compladescretion of respective nation states. This is the key

to the legal harmonization model and it is accomplished through express treaty
implementing language. Typically, treaty content is limited to providing a global

framework of minimal requirements tolaeve its purpose to provide the broadest base
possible for agreement between differing political sovereignties. General statements of
purpose offer flexibility in domestic implementation, consistent with the general terms of
the multilateral agreement.

In the sphere of international criminal law, harmonization is even more complicated
because different nation states may have entirely different notions about due process of
law, privacy, search and seizure, substantive crimes, and the like. Nations rtfag/ use
same words to describe a substantive cri me
definitions of proscribed conduct lack uniformity. Another example is in the sphere of
safety regulations. It is not unusual for countries to use differing legal stdetyards as
nontariff barriers to engage in economic protectionf3nhus, it would be impossible for

a treaty to delineate, for example, imperative uniform standards of due process of law
when detaining an arrestee. Nor could a treaty impose treostastls on sovereign

domestic legal systems which, like the United States, offer different legal protections to
aliens than to citizens. Nations may even agree to the treaty but reserve objections to
individual treaty provisions to which they will not agrto be bound. Thus, while

accession to multilateral cooperation is arguably a diminution of sovereignty, the degree to
which that is true will vary with the terms and conditions of each treaty and the actual
impact of that treaty on existing domestigdéinstitutions during the process of
harmonization.

Finally, a lack of global consensus in treaty accession can deflate multilateralism in ways
more pronounced than domestic harmonization. For example, many nations have refused
to participate in the Guention, thereby creating data safe havens for potential offenders.
The existence of these data safe havens which undermine the effectiveness of global
enforcement serves to drive a bigger wedge between participating aspanicrpating
countries. Soereignty rears its head once again.

Why Study the Convention on Cybercrime?

1 See, e.g., In the Matter of Cross Border Truckiig. USA-MEX-98-200801 (2001).
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From a practical standpoint, cybercrime is a global legal and ethics crisis that deserves
attention. To put this crisis in perspective, an advisor to the United States Treasury
Department estimated in 2004 that the financial damages associated with global
cybercrime incidences exceeded the estimated profits of $105 billion from illicit global
drug sales for the same period (Reuters, 2005). It is a shocking statistic. Anabileenpr
got worse. In 2008, the FBI reported a one year loss of $240 million from global
cybercrime in 2007, a $40 million increase from 2006 (2007 Internet Crime Report).

The Council of Europe Vviews cybercreatme as
to human rights, democracy and the rule of
represents the Afastest growingo category
In a recent report prepared by the Belgian Federal Judicial Policgattgtics for 2007

reflect an increase of 725% in offenses on the internet when compared to 2002 (Belgian
Cybercrime, 2008).

From the perspective of international relations, the Convention is unquestionably unique,
signaling a new direction in globallations: global regulation designed to promote

security of domestic business operations through the vehicle of criminal law enforcement.
The Convention also changes the scholarly dialogue by providing a compelling case study
in terms of the impact of muléteral accession to international criminal law on the

domestic business and commercial affairs of its signatories.

As with most substantive crimes, there is no internationally recognized legal definition of
cybercrime. Instead, the Convention uses fonel definitions identifying general

offense categories as the accepted norms (United Nations Manual, 1995). The targeted
unlawful conduct falls into several generally recognized categories: fraud by computer
manipulation, computer forgery, unauthorizatess to computer systems and services,

the unauthorized reproduction of legally protected computer programs, child pornography,
and the use of computers by members of organized crime and terrorist groups to commit
traditionally defined offense conduct.

Not surprisingly, some participating states have experienced considerable internal

domestic resistance to accession. For example, several signatories, fully intending to be
bound, have taken years to obtain final domestic ratification or are still @gvaiti

ratification. In the United States, for example, the ratification process took six years to
complete from the date of signature. Other nation states, such as Ireland, have been unable
to sign the treaty at all because of internal opposition. The mesgséand opposition are in

large part grounded on the belief that accession to international criminal governance in the
area of cybercrime is an infringement on [
commission of acts of cybercrime typically involvesttjgconfidential business

proprietary information in the form of valuable intellectual property. Ironically, domestic
businesses experiencing hacker infiltration are more concerned about the perceived risk to
privacy engendered by government regulatiothéir internal affairs than the loss

occasioned by global criminals of proprietary information or the breach of company
security.
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One explanation is that the corporate business community considers international
commercial regulation in a far differenghit than international criminal regulation.

Generally, commercial regulation applies to discreet economic transactions between
governments and businesses in the global markets. The regulatory impact is external in the
sense that it is limited to the bness sector affairs occurring in the marketplace. It is the
transaction that triggers the regulation. However, criminal law implicates global regulation
on an internal and more individualized level. It potentially affects the fundamental civil
libertiesof all the citizenry. It affects the rights of the accused and also, the privacy rights

of businesses required to cooperate with both domestic and foreign governments utilizing
investigatory tools, such as search warrants and subpoenas, to bring pegietjastice.

This differentiation in the degree of regulatory impact, external vs. internal, explains in
large measure the difference between accession to commercial regulation that promotes
transactional economic stability and the resistance to almagulation that impacts

privacy and civil rights. While multilateral consensus about the legal requirements for a
letter of credit appears relatively simple, the consensus over what is legally right and
wrong in business affairs, subject to criminahaky, is hardly that cledf. Parenthetically,
proponents of the new world order fail to account for this fundamental difference in
regulatory philosophy. The reality is that globalism is cast aside as a governing principle
in favor of sovereignty wheréé local constituency is faced with the real possibility that a
foreign government may have access to internal confidential proprietary information in the
course of facilitating a criminal investigation of transborder offense conduct.

This does not meahat multilateralism cannot exist in the realm of international criminal
regulation. Exercising sovereign prerogatives, states balance the need to participate in
global anticrime initiatives with internal privacy concerns through the application of
harmorization principles. Global exigencies can be introduced into the domestic system
along with an internal system of checks and balances which define a privacy policy
coterminous with the preservation of fundamental civil rights.

That was certainly the casethe accession by a non CoE member, the United States. In
the letter issued by the Secretary of State recommending Convention ratification by the
senate, Secretary Colin Powell noted that no additional domestic legislation would be
required to meet theinimum standards outlined in the Convention. Convention

har moni zation was accomplished through t he
allow for variations between domestic law and Convention obligations, permitting parties
to Aimodifyr om gdee oigfaited fConvention obligat

asserted six such reservations at the time of signature.

However, widespread global implementation has been delayed by the inability of
domestic partners and signatories to speed up tleeggs@f harmonization in a manner
acceptable to their respective business communities or by means of even addressing the
exigencies of the problem in the first instance. The case study illustrates this point.

Case Study: GlobalBusinese®d Be st #&:elpetProliteeatton of Cybercrime

“EFor example, tax evasion is not recognized as a ¢
Secrecy Act prohibits the disclosure of banking and other business records to any foreign power seeking the
information pursant to a pending investigation.
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Almost universally, studies show a high incidence of cybercrime infiltration in the
international business community. Consider the statistics. On a global scale, who is a
target? Country size is clearly not a deterniveafactor. Even small countries are not

safe. In 2006, the Information Systems Security Association, the ISSA, along with the

UCD School of Computer Science, conducted an Irish Cybercrime Survey to determine the
impact of Cybercrime on Irish businesganizations (ISAA/UCD Survey, 2006). Was

there truly a risk? Astonishingly, 98% of the survey respondents reported cybercrime
penetration in their respective business environments. The report concluded that the
incidences of cybercrime inthe Irishbusis s communi ty were fAvirt.:
terms of dollars and cents or pounds and euros, how does the problem affect the bottom
line? In other words, how significant is the problem in terms of profitability? In the survey
response, 76% reported singleidents that cost in excess of £5000 to remedy, while costs
of over £100,000 were incurred by 22% of the responding business organizations.

There are other ways to impact the bottom line. In fact, 89% of the responding companies
reported loss of prodtigity as a result, 56% reported loss of data. An additional 44%
reported the departure of employees through termination or resignation as a result of the
offending conduct. So, what can we conclude about Ireland? At least two things: the
problem is pervage and it is expensive.

A similar annual survey conducted by the Department of Trade and Industry in the UK
corporate business community in 2006, disclosed that 62% of the business survey
respondents reported incidences of cybercrime penetration. @friyasrted, 87% of the
incidences were reported by large companies. The aggregate incidence cost figures,
prepared by PricewaterhouseCoopers, were in excess of ten billion pounds per annum
(Department of Trade and Industry UK, 2006).

Last but not leasthe 2005 FBI Computer Crime and Security Survey reported that 87% of
survey respondents reported various types of cybercrime incidences in American
companies. Business organizations listed 36 countries of origin known to be responsible
for external cybebreaches. Based on the per incidence losses reported in response to the
survey, the FBI estimated a total annual loss of approximately $67.2 billion per year or
$7.6 million per hour. The FBI was careful to point out that these are conservative
estimategFBI Computer Crime Survey, 2005).

These studies, however, represent only the tip of the proverbial iceberg because many
businesses refuse to acknowledge infiltration and a security breach. Simply put,
cybercrime has become Noous isnuerspsre ssG nbge syt, kceoy
like to publicly disclose either that some unidentified hacker obtained confidential

information about their customers or that their most valued asset, intellectual property, is
floating around in the public domain (Harhentary Office of Science and Technology,

2006). These kinds of disclosures harm business reputation and where publicly traded,

stock values can suffer adverse consequences.

Yet, there are inevitable consequences that follow a strategy otporting.At least two
significant problems are the most troublesome. First, both domestic and international law
enforcement agencies are unable to catch the criminals who escape without prosecution.
Recidivism increases and remains almost uncontrolled in thesenstances. Second, the

Conference Papers and Remarks 2009 Page54



Knowledge Globalization Proceedings Edition 2009

erosion of public confidence in the marketplace increases as the incidences of commercial
security breaches ultimately become known. The goal of transparency in commercial
dealings between the business community and the puldiicesagain defeated, much as it
was in the most recent spate of corporate debacles involving Enron, WorldCom, and a host
of other publicly traded companies burdened with fiduciary obligations to protect
investments and the public trust.

The problem takesn a wholly unique dimension when considered against the backdrop of
transborder incidences. Here, the cybercriminal has the real advantage. Cybercrime does
not require any kind of actual commercial transaction or theft of tangible goods. It can
happerelectronically through the mere touch of a button and without triggering a single
alarm. Data safe havens add to the ease of operations. In fact, the studies show that most
incidences of cybercrime in the business environment are discovered purelydenacci

Most businesses do not have internal security able to detect technologically advanced
intrusions (ISAA/UCD Survey, 2006). Indeed, with the advent of technological
development, the experts consider the cybercriminals well ahead of legitimate business
activities in terms of developing global strategies (Sieber, 1997).

The result is that individual corporate strategies are relatively impotent in resolving
transborder criminal activity. Likewise, national borders and sovereignty are equally
irrelevant b transborder infiltration by cybercriminals. This signals the recognition that
nations have no real ability to protect their own borders from the spread of crime, much
like the inability to create a barrier to the spread of disease. Former Assistathi§yenf
State, Lincoln Bloomfield, addressing the Southeastern European Cybersecurity
Conference in Sophia, Bulgaria, emphasized that cybersecurity is very different from
traditional national security issues. Underscoring the need for multilateralrabopgehe
recommended the formation of partnerships within each nation state and partnerships
around the world (Bloomfield, 2003).

Consequently, the impact of global crime on domestic business requires increased
cooperation between countries. Untiteatly however, international cybercrime remained
relatively unaddressed by the world community. Finally, in November 2001, the Council
of Europe (CoE), after years of rigorous debate, opened the Convention for signature by
members and nemembers. Whildorty five nations chose to participate, the
implementation of needed international reform through final domestic ratification of the
treaty has become an exercise in internationatdoagging (CBS News, 2004). Nations
who were willing to sign and exse global support found domestic privacy concerns,
primarily those voiced by the business community, a major stumbling block to domestic
ratification. For example, the Global Internet Liberty Campaign, an international
organization comprised of businesslgoublic organizations, voiced considerable angst
that that the Convention would reduce government accountability in future law
enforcement conduct. (Member Letter, 2005).

Still, the need to balance the eovasivaness i al s
of the fAdiseased is the decisional di | e mme
decision making exercise, considering the cost effectiveness of business solutions, is

typical of the daily dialogue in corporate board rooms. Predictdi#ypresent delay in

i mpl ementation of internati onal-effesciwvélengu ar d s
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term strategy. It is fair to predict that business losses resulting from cybercrime in its
various forms, added to the costs of investigatiod remediation, already substantial by
most accounts, will escalate when nations are unable to respond with the same speed of
efficiency as the criminals who perpetrate the infiltration. Cybercrime is more than just a
cost of doing business; it is becomian international pandemic.

So, why dondét nations do what is in their
support a unified global and multilateral response to cybercrime prevention? Why is the
global cure perceived to be a more serious threat tthe domestic illness? While in some
respects the increasing trend toward globalization might diminish sovereignty, this is not
the case in the realm of international criminal law enforcement. The battle for the
preservation of civil liberties and thigint to privacy has shifted from protecting the

citizenry against an abusive domestic sovereign to protecting the rights of the citizenry
against an abusive international sovereign in the form of treaty cooperation. Once again
mutual international distrasrumps a unified global respon$& However, harmonization,

as a treaty feature in the Convention, encourages the implementation of privacy legislation
designed to address concerns over unwarranted interference in the exercise of sovereign
civil rights.

Legal Harmonization: A Built-in Treaty Feature

The Convention provides a tredtgsed framework that imposes three necessary
obligations on the participating nations ¢mact legislation criminalizing certain conduct
related to computer systentseateinvestigative procedures and ensure their availability to
domestic law enforcement authorities to investigate cybercrime offenses, including
procedures to obtain electronic evidence in all of its forms;@edte a regime of broad
international cooperan, including assistance in extradition of fugitives sought for crimes
identified under th€onventionAs a caveat, the Convention contains significant

13 Historically, the practical impediments to enforcement and prosecution include:

1. the absence of a global consensus on the types of conduct that constitute a cybercrime;

2. the absence of a global consensus on the tefadition of criminal conduct;

3. the lack of expertise on the part of police, prosecutors and courts in the field;

4, the inadequacy of legal powers for investigation and access to computer systems, including

the inapplicability of seizure powers to comterized data;

5. the lack of uniformity between the different national procedural laws concerning the
investigation of cybercrimes;

6. the transnational character of many cybercrimes; and,

7. the lack of extradition and mutual legal assistance treagiesheonized law enforcement
mechanisms that would permit international cooperation in cybercrime investigations, and
existing treaties that take into account the dynamics and special requirements of these
investigations.
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restrictive language in the areas of transborder search and seizure and data interception,
deferring aithority to domestic laws and territorial considerations.

The Convention addresses the complicated problem of guaranteeing the protection of the
civil rights of citizens living in different cultures and political systems. It doethrough

the use of the sovereigabased model of legal harmonization as a feature of treaty
implementation in two ways. First, recognizing that it was not possible to specify in detail

all of the conditions and safeguards necessary to circumscrib@eaer and procedure
provided for in the Convention, Article 1F¢
common standards or minimum safeguards to which Parties to the Convention must
adhere. 0 These standards or mbligationsuhatas af e g L
party has undertaken under applicable human rights instruments. These instruments

include the 1950 European Convention for the Protection of Human Rights and

Fundamental Freedoms and its additional Protocols No.1, 4, 6, 7 and 12; tHénlt@a6
Nations International Covenant on Civil ar
human rights instruments, and which shall incorporate the principle of mandates that a

power or procedure implemented under the Convention shall be propottidhalnature

and circumstances of the offenseo (Convent

Second, the treaty expressly leaves it to domestic laws to provide reasonableness
requirements for searches and seizures and minimize governmental intrusion regarding
wiretap and other ntieods of interception taken with respect to the wide variety of

offenses. The accompanying CoE Explanatory Report specifies the mandatory procedural
privacy safeguards fias [those] appropriat e
judicial or incependent supervision, ground justifying the application of the power or
procedure and the I imitation on the scope
Al n]ational | egislatures will have to det e
obligations ad established domestic principles, which of the powers and procedures are
sufficiently intrusive in nature to require implementation of particular conditions and
safeguards (Explanatory Report, 2001).

A concrete example illustrating the mechanics of tenization is found in the UK. The

UK passed the Police and Justice Bill 2006 which contained amendments to its existing
anticybercrime legislation, The Computer Misuse Act of 1990. The amendments were
intended to bring UK law in lockstep with the Conventand the adoption of the

European Council Framework Decision on Attacks against Information Systems. The
European Council Decision required multilateral integration into the legal systems of the
participating signatory countries by March 2007. The UKrasingents redefined domestic
penalties and offense conduct in accordance with the broad requirements of the treaty and
the council decision (Parliamentary Office of Science and Technology, 2006). The changes
did meet with some domestic opposition concermivggpossible overbreadth of the law in
terms of the criminalization of otherwise legitimate business conduct. The matter of
defining offense conduct in the UK was debated and resolved with the passage of the final
legislation.

This article recommendgat nations engage in the harmonization process sooner rather
than later in order to address the exigencies of the problem which continue to escalate.
Here, the conditions of economic realism dictate that global businesses respond as a
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unified partnershipn an effort to eradicate data safe havens and the increased diminution
of cybersecurity in commercial transactions.

The Emergence of National Privacy Policy to Protect Civil Rights

What is national privacy policy? Clearly one size does not fitratlesponse to the

perceived threat to privacy posed by the treaty, nations can enact or enforce existing
protective legislation and/or formulated policies to protect against infringements of

domestic civil rights. This was demonstrated in both the &h&.U.K. in their respective
harmonization processes involving the Convention. In LDC regions where less developed
Aewati onso have yet to even define cybercr]|
protect commercial development from unwarrantedision, reactive domestic legislation

will be required** The treaty cannot be functionally integrated into a domestic legal

4 The United Nations Economic and@al Commission for Asia and the Pacific (UNESCAP) adopted a

Draft Action Plan on Cybercrime and I nformation S
Pl ano] . The UNESCAP Plan recognizes that atkegal count
and regulatory frameworks to meet the challenge of cybercrime. In fact, there is inadequate data in the region
to allow for an accurate esti mat e o f-Patifit cepisheahec es o

incidences of malicious attee on the confidentiality, integrity and availability of computer data and
systems, computeelated offenses such as forgery and fraud, com&dated offenses such as those related
to child pornography and intellectual property rights (IPRs) violatians,e si gni fi cant . 0
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systemwhere that system remains in the formative stage. Here again, the benefit of
multilateralism, as a guarantee of domestfetyaand security, is imperative.

Distressingly, however, there is no singular global consensus supported by the unanimous
participation of all foreign governments. The United States, in its response to the

ACybercrime Communicahbhi Gamimesaednbyg empha&te
probl em: A[w]ith the globalization of <c¢omr

increasingly dependent on effective law enforcement cooperation with foreign
governments. That cooperation may not be possible, however, if aycdoas not have
substantive |l aws in place to prosecute o
2001). Thus, in a very real sense, international cooperation is limited to the particular
participants and/or treaty signatories who have affirrabt enacted implementing

domestic cybercrime legislation. Inadequate domestic legislation, combined with the
failure of unanimous global cooperation, creates a gap in enforcement that provides safe
havens for targeted conduct. Meaningful internationagg@eutive efforts will remain

arduous at best without global commitment and global participation.

The functional integration of multilateralism and national sovereignty in the field of global
business relations has always been histitly and continues to remain a key factor in
maintaining global commerce. The benefits of treaty participation and harmonization of
domestic legal systems at the international level in the interests of public safety and
business cybersecurity outweighvaicy concerns and perceived barriers to cooperation.
Admittedly, the Convention is not perfect in all respects and leaves room for improvement.
However, the proliferation of fAsafe data
cooper at i @thébaddguyswin atthe expense of international business.
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Lexicon:

Constitutional Pluralism: "There is an emerging body lderature which describes a

context of constitutional pluralism, in particular by reference to the EU legal order and its
relationship with national legal orders. Usually such constitutional pluralism identifies the
phenomenon of a plurality of constitnal sources which creates a context of potential
constitutional conflicts between different constitutional orders to be solved in-a non
hierarchical mannerSuch context affects the role of courts and the character of judicial
adjudicationd Miguel Poares Maduro, Advocate General, ECJ, Professor of Law, EU,
Courts and Pluralism Essay on a Theory of Judicial Adjudication in a Context of
Constitutional Pluralismhttp://www.europaeum.org/content/view/1093/199/1/1/

Council of Europe (CoE).

Deconstruction (or deconstructionism)is a term used in philosophy, literary criticism

and the social sciences and was popularized through the writings of the philpsopher
Jacques Derrida. fA[ Deconstruction] signitf
locae and 'take apart those concepts which
1973.Speech and Phenomenriaans. D.B. Allison. Evanston: Northwestern UP.,

Introduction by Allison, p. xxxii, n. 1.

Harmonization is the process of domestic adaptatioratspvereign nation of an

international agreement into the domestic legal system through legislation or policy.
Juridical refers to jurisprudence, legal rules or legal authority.

Sovereigntyis the authority and domination exercised by a state over iissatiat occur

within its own discreet or welllefined territorial space.

Treaty Implementation:. A Si gning a treaty is the first
for treaties to be domestically implemented. Later steps in the process of treaty
implemenation often allow domestic actors teskape the legislation necessary to give
domestic meaning to international agreements. Like most legislative processes, this is a
matter of bargaining amongst different branches of government and competing political

pa r t iSanshezpThani&ignatures and Slipknots: The Politics of Treaty
ImplementationPaper presented at the annual meeting of the ISA's 49th ANNUAL
CONVENTION, BRIDGING MULTIPLE DIVIDES, Hilton San Francisco, SAN

FRANCISCO, CA, USAMarch 26, 2008
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Exploring Organizational Commitment and Corporate Ethical Values in Nigeria: A
CaseStudy of the Insurance Industry
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Leicester Business School, De Montfort University, UK.
&
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Abstract

Commitment of empbyees to their orgarations has been one of the central research
issuesin organizational study. Thougimany predictors obrganizationalcommitment
abound in the literature, much is however not known on how etheaaviorin the
organizatioraffectsemp | oyeesd commit ment. Considering
and high potentials for ethical dilemma in the industry, this study intends to contribute to
organizationatommitment literature by providing further understanding on the impact of
corporde ethical values ororganizationalcommitment in Nigeria. Underpinned by
cognitive dissonance theory, the study proposes a significant relationship between the two
constructs. While controlling for some demographic factors, corporate ethical values was
hypothesized as a significant determinanbgjanizationakcommitment. With data from
415 managers, collected through Huntodos et
al (1985)organizationacommitment scales, the results of the multivariate aishyere
presented, and discussed with managerial implications.

Introduction

It would be an understatement to say that organizations desire committed employees. All
organizations require employees who are committed to their vision, mission and goals in
order to continue to exist. Put differently, organizations need employees who accept their
goals and values; willingly exert effort on their behalf; and strongly desire to remain with
them ( Mowday et al , 1979). Gi v e rfor desirabte e mp
organizational outcomes such as increased sales and profitability (Brett et al, 1995), job
satisfaction (Lum et al, 1998), lower turnover intention (Sims and Kroeck, 1994), and yet
employees nowadays feel less obligated to their employerssfidum, 1986; Mowday,
1998), there is a need to-e@amine the antecedents of organizational commitment with a
view to identifying why it is diminishing, and how it can be fostered within an
organization.

Past research efforts hawndeavoredio establishthe antecedents of orgaational
commitment, and have oee up with many poteiatl variables. These antecedeatiables

have generally revolved around three broad -categories: personal characteristics,
organizational structure/characteristics, and worgeeences/characteristics (Meyer and
Allen, 1991). Whilst studies have empirically established antecedents in each of these
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categories, relatively little is known about how work and organizational characteristics are
related to commitment (Mowday, 1998).0k& so, the predictive power of organizational
ethical values on organizational commitment has relatively been understudied. Similarly,
little research efforts have been directed at exploring the relationship between
organizational commitment and corporathical values (Hunt et al, 1989) in industries
other thartheinsurance industry. It is argued here that researdh@gmsurance industry

will make interesting findings, given its proneness to ethical dilemma. Lastly, prior works
have been conducted tivin a developed economy context thereby creating a dearth of
empirical experience and literature on developing economies. The current study is
therefore posited to fill these gaps.

Specifically, this work intends to contribute to organizational commitritarature by
exploring the relationship between organizational commitment and corporate ethical values
in an ethically susceptible industry like insurance, and in Nigeria, a developing economy,
with little or no known documented evidence. In accompiighihese objectives, the
remaining part of the study is organized as follows. First, a brief review of organizational
commitment and conrate ethical values literature eensidered, with a view to develop

the theoretical framework and the research hygs#h. Second, the research method used

in identifying the target population, establishing a representative sample, and of
administering the research instruments are considered. Third, the various analyses
conducted and the results are presented, and destwgth managerial implications. The

final section considers the limitations of the study andgestijons for further study,
leading into theconclusion.

Literature Review
Organizational Commitment

The question of what is organizational commitment asdéterminants have generated a

lot of arguments and disagreement among organizatimetaviorscholars (Meyer and
Herscovitch, 2001; Bentein et al 2005; Solinger et al, 2008). Notwithstanding the lack of
consensus, there appgty be dominance of opioin that commitment sojourns along three

main dimension$ affective, continuance, and normative (Meyer and Allen, 1991; Meyer

and Herscovitch, 2001; Bentein et al, 2005). In their conceptual definition, which reflects
the affective component, Porteret(all 9 74) conceives organizat.

relative strength of an individual 6s i det
organi zationo. Usi ng st r on gteePorteretrald($9/4) and
definition, Meyer and Alen (1991 : 67) define affective
emotional attachment to, identification wi
Continuance commi t ment , whi ci eti s t huenodreyrop

conceptualized as the tendencynaintain membership in an organization because of the
perceived cost associated with leaving (Meyer and Allen, 1984; Meyer et al, 1989).
Continuance commitment is attributed to Becker (1960), who described commitment as the
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tendency to erngddeeisn off carcdiiswvtign eso (p. 3
of doing otherwise (Meyer et al, 1989). The normative view of the construct
(commitment) conceives organizational commitment as a desire to maintain membership

in an organization because of &osig felt moral obligation. In this instance, commitment

i's seen as fia function of internalized not
Wiener (1982; 421), organizational commitment can be viewed as,

fithe totality of internalized normative pssures to act in a way that meets
organizational goals and interests.

In drawing a distinction between the normative and caatice commitment, Wiener
arguedt hat as a personds (i .e. empl oyee) con
stronger disposibn for actions to be guided by such internalized normative standard rather
than by consideration of the consequences of the actions. In order words, individuals do
identify with organizational goals and interests, and continue to maintain memberships in
such organizations not because they perceived doing so will be beneficial to them
(continuance commitment), but because thaybor strong beliefs that doing so is the
Amorally right thing to doo (normative cort

Despite the differing conceptual wse, the three components have generally been held to
share a common trait, i.e. commitment is a psychological state (Allen and Meyer, 1990)

t hat expl ains empl oyeesbd relationship Wi
implications of decision to contie or discontinue membership in such organizations
(Meyer and Allen, 1991). The three conceptualizations are only differentiated in the
literature by the nature of the psychological states. Whereas affective commitment is
underpinned by a desire to be coitted, continuance commitment is characterized by a
need to be committed, while normative commitment is driven by a feeling of moral
obligation to continue employment (Meyer and Allen 1991).

Considering the compartmentalization of organizational commitnaer the mind sets

that characterizes each of them, one might be tempted to assume that the three are distinct
and mutually exclusive. This assumption was operationalized by Allen and Meyer (1990),
who reasoned that if the three components have evobsedréier described (i.e. different
psychological state), the measures (Affective Commitment Sc#€S; Continuance
Commitment Scalé¢ CCS; and Normative Commitment Scal&CS) identified in the
literature as measuring each should correlate with woplergences predicted to be their
antecedents, and not correlate with those predicted to be antecedents of the other
components (p. 5). Though the principal factor analysis and the Varimax rotation of the
factor matrix revealed strongest loading of factemis under their corresponding
constructs, the relationship among the three constructs however indicated that both ACS
and NCS are significantly related while CCS did not coteelath either of the other two

scales. Similarly, the results of the canonwadrelation analysis of the antecedents of the
three components of commitment and their measures indicated a shared variance between
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the affective commitment and normative commitment. The observed relationship between
these two forms of comitment led theauthors to opin¢hat while the desire to maintain
membership in an organization (affective commitment) might not be tantamount to feeling
of obligation to do so, there might be reasons to believe in th&kistence. On this basis
Allen and Meyer (199011) speculate,

Aéas mor al obligations are internalize
individual s6 feelings about what they
in accord with their desires, individual may come to accept that theioretare
morally righto

The finding that both affective and normative commitment esthasome overlapped
variance haslso been confirmed by some studies (e.g. Ko et al, 1997; Powell and Meyer,
2004), on account of which authors have questioned whethevarghbuld be regarded as
separate components (Ko et al, 1997; Meyer and Herscovitch, 2001), because as it were,
Af eel i ngs wantb[affectival to domamcewhat oreught[normative] to do, do not

seem to suggest complete independence after all (\NeygeAllen, 1991).

Contrary to the empirical evidence (obtained from confirmatory factor analysis) in Meyer

et al (1990), which led to the conclusion that affective commitment and continuance
commitment are two distinct constructs, and thus unrelategyéMand Allen, 1984),
McGee and Ford (1987) had earlier established that affective and continuance commitment
might not be independent of each other, given that the factor analysis conducted to assess
the factorial structure of the ACS and CCS, resuliS@8 having two factorial structures,

each of which was differentially related to ACS. Whilst the two factor solution of CCS and

its differential correlation with ACS was also observed in Meyer et al (1990), the authors
however interpreted these differgntl

Concerning the factorial structure of CCS, Meyer et al (1990) concluded that the two
solutions obtained suggest the existence of two distinguishabkyasesd commitments,

and interpreted the differential relationships with the ACS as indicatingatiffes in the
direction of influence. Whereas the negative relationship could be a reflection of negative
influence of affective attachment on the tendency to claim commitment owing to lack of
available alternatives, the positive relationship (between AM@8 personadacrifice
component) could be a reflection of positive influence of the recognition of cost on
feelings of affective attachment (p. 719).

Given the empirical inconsistencies in operationalizing the tboegponent model of
organizational comitment, several later studies have edlfor a model refinement
(Meyer and Herscovitch, 2001; Powell and Meyer, 2004) and even a complete disregard of
organizational commitment as a thhemmponent construct (Ko et al, 1997; Solinger et al
2008). To the #ect that empirical evidence has shown only ACS to have adequate and
stable psychometric propertiethe argument has been proposed that organizational
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commitment be viewed as only having affective componeabnedimensionakonstruct
(Ko et al, 1997)as measured by the OCQ, a scale developed by Porter and associates.

Following these criticisms and observation that affective commitment is preferred as the
core concept of organizational commitment (Solinger et al, 2008), the current study adopts

the Pot er et al s (1974), Porter et al 6s (1
definition, which conceives organizationa
i ndividual 0s identification with and i nv
reflects three components (Mowday, 1998fia strong bel i ef in ar
organi zationds goals and values; a willin
organi zation; and a strong desire dayetmai nt

al, 1979, p. 226).
Corporate Ethical Values

It has been arguedthahor gani zati ondés ethical orientat
Since this study intends to investigate the impact of organizational ethical practices on
empl oy e es 0 mewoatrik consideted onportant to conduct a brief review of
organizational ethics literature. In a proposed reformulation of corporate culture, Robin
and Reidenbach (1987) argued that the key to success of any corporate culture is the
selection and impleentation of arorganizationaprofile identified by core values, which
eventually becomes an integral part of tbeganizationalmission. On the ethical
dimension of corporate values, Hunt et al (1989;tli@yrizecthat corporate culture equals

the aggregtion of ethical values of individual managers, as well as the formal and
informal policies of the organization on ethics. Jansen and Von Glinow (1985) also posit
that corporate ethical values are not just the underpinning of all other values relating to
product and service quality, advertising content, selection of distribution channels, and
treatment of customers, but also help establish and maintain the standards that describe the
6righté thing to do and the t Hdardsthave leenor t h
held to enhancerganizationalsuccess, if widely shared amongganizationaimembers
(Keeley, 1983; Koch and Fox, 1978; Brown, 1976).

Bommer et al (1987) in their theoretical model posit that the work environment can
interact with severadt her f actors to influence manage
unethically. The model identified corporate goals, stated policy and corporate culture as
some of therganizationafactors that can influence ethical decisioaking. According to

the authors, corporate goals can be short andtknng, with most companiesmphasizing

the shorterm goals in terms of return on investment and profitability. They argued that
whenshot er m goal s are dominant i n dihoamdompany
ethical concerns being subordinated. Supporting this argument, Laczniak (1983) posits that
the ranks of middle managers and below are usually put under pressure with demands for
results when the profit -tegnogads, whigh isdntenpreteda n t
thatany impediment to this goal should be disregarded. In this regard, pressure from the
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organizationcan be a significant factor in ethical decisioaking (Ferrell and Gresham,
1985).

Both stated formal and informal policies also shown as aarganizationalantecedent

that can influence ethical decisiomaking (see for example Hunt and Vitell, 2006;
Bommer et al, 1987; Ferrell and Gresham, 1985). This policy is usually presented in the
form of codes, whiclsensitizeseemployeedo the importance of ethical decistomaking.

Hunt et al (1989) posit tharganizational a | se& toitonvey a sense of identity to its
members, enhance the stability of its soci
issues, and guide sudguent decisions by managers ( p. 80) . Using diff
theory®, Ferrell and Gresham (1985, p. 90), postulate that ethical/unetighalioris

learned in the process of interacting with persons who are part of intimate personal groups
or rde set. Thus the extent to which the learning process results in unétsteadiorwill

be a function of the ratio of contact with unethical patterns to contacts with ethical
patterns. The import of this theory is that top management, and peersargdh&ation

can influence ethical/unethicéhaviorof managers, and hence, ethical decismaking.

Organizational Commitment and Corporate Ethical Values

Though several predictors afrganizationalcommitment have been identified in the
literature, few ofthese have been directed at understanding the explanatory power of
organizational ethical values. One of the earlier works to have looked at this is Hunt et al
(1989). The authorsheorizedt h at Awhen top managers <crea
emphasize hi gh et hi cal val ues, mar keterso com
(p- 80). With a sample of marketing professionals, this theoretical assumption was found to
be true. The study documented that organizational commitment is significantly and
substantively determined by perceptions of high corporate ethical values. This finding
suggests that commitment is an organizational outcome of ethical detialong.

Several theories have been used to explain the relationship between organizational
commiment and corporate ethical values. For example, penganization fit, social
identity, cognitive dissonance theory, organizational justice theory (comprising distributive
and procedural justice) etc. Of these, cognitive dissonance theory is adjudgedtoe
relevant in achieving the main objective of this study. Both the cognitive dissonance
theory, and another version of ibalance theory are considered in this study.

According to cognitive dissonance thetrythe individual usually exerts considéle

effort to minimize dissonance in their environment, which put in an organizational context,
implies employees strive and desire congruence between their ethical standards and that of
their organization. Where dissonance or incongruence is percaivisdwill lead to
dissatisfaction (Viswesvaran et al, 1998) and employees would want to minimize this. The
minimization could lead to withdrawal and resignation fromdrganization(Jansen and

15 Citing Sutherland and Cressey (1970)
6 See Koh and Boo (2001)
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on GIlinow, 1985) . Dr awi ng lanoesheadrif, aversionof f r o
cognitive dissonance theory, Viswesvaran et al (1998, p. 367) extrapolate that:

Aln a set oif individual ered atetudé fowarde tsvo entities, if the
individual is to have both attitude positive, then the two estghould be positively
related. Since most individuals strive to be ethical (by their own decision rule) and
successful, we have positive relationship between the individual and perceptions of
success and perceptions of support for ethicahavior It is likely that top
managers reflect success in most organizations. Now, if there is a perception that
top managers in amrganizationdo not support ethicabehavior a dissonance
results. This dissonance contributes to dissatisfaction with existing caorgditio

t he work placebo

What can be deduced from Heideros (1946) |
extrapol ati on, using |l ogic, which seems t
manager 6s job causes hi pressure frdmesipariors), andrtret h i
manager does not like unethitcehavior then the manager will not like his job, because it
causes him to be unethical. This assumption is verifiable, and a number of works have tried
to empirically explore the relationghbetweenorganizationacommitment and corporate
ethical values (see Viswesvaran et al, 1998; Schwepker Jr., 2001; Koh and Boo, 2001).
Findings from these works seem to suggest that where a manager experiences moral
conflict due to lack of fit between $ipersonal ethical standard, and that of the
organization but did not resign, this tends to lead to reduced job satisfaction (Koh and
Boo, 2001) and lower commitment (Paterson, 2003; Rozen et al, 2001). Similarly,
Schwepker Jr. (2001) found that greateb jsatisfaction is associated with stronger
organizationalcommitment, and the higher the perceived levebmfanizationalethical

climate, the higher the level ofganizationacommitment, and the lower the intention to
leave theorganization

Developmat of Research Hypotheses

Porter et al (1974) identified three dimensionsoofanizationalcommitment in their
affective conceptualization of commitment: (1) strong belief in and acceptance of
or gani pgaals and wafues; (2) willingness to exert ¢desable effort on behalf of

the organization and (3) strong desire to maintain membership inafganization The
results of Weeks and Nantel (1992) seem to suggest that employees in firms with well

Y Heider (1946,p. 102 08) postul ates that AAn attitude toward:
person who caused the eteand, if the attitude towards a person and an event are similar, the event is easily
ascribed to the person. A balanced configuration exists if the attitudes towards the parts of a causal unit are
similaro (p. 107) . He fuoether abhr dldhe bathiavncient st tave
same dynamic character in all/l possible respectso.
same dynamic character (i.e., if all are positive or all are negative), and if emiitietifferent character are
segregated from each other. If no balanced state exists, then forces towards this state will arise. Either the
dynamic characters will change, or the unit relations will be changed through action or through cognitive
reorganisa i o n. I f a change is not possi bl el08t he state o
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communicated codes of ethics are more moderately ssfate@nd satisfied with their job

(p. 757). Schwepker (2001) also empirically established that stronger enforcement of codes
of ethics is positively related torganizationacommitment (see also, Cullen et al 2003;
Vitell and Davis, 1990; Koh et al 2004%chwatz (2001) reported that one of the major
reasons for not complying with codes of e
Somers (2001) documented that firms with formal codes of ethics enjoy high level of
employee commitment than firmsthout formal codes of ethics (p. 190). Viswesvaran et

al (1998) empirically established that individuals who perceive the top management in
their organizationgo be supportive of ethicélehaviorare more satisfied with their jobs.

Hunt et al (1989), ira survey of 1246 marketing professionals also found corporate ethical
values to be significant and substantial predictorgrganizationalcommitment. Given

that ethical codes of conduct enhance ethical deers@king, positive work attitudes and
higherlevels oforganizationacommitment, it would be reasonable to propose a positive
relationship between organizational commitment and corporate ethical values. However,
because of the widely reported unethical practices (e.g. Ogunrinde, 1995; Ayorinde, 2000
in the industry context of this study, no direction is given to the hypothesized relationship.
Thus it is proposed.

Hypothesis 1

Hi:  There is a significant relationship betwe@mganizational commitment and
perceived corporate ethical values.

Following from the empirical evidence cited above, and the hypothesized relationship,
irrespective of the direction of this relationship, there is a strong reason to believe that
corporate ethical values will also significantly predict the extent to which employées
insurance industry are bound to their organizations. Again, it is proposed as follows,

Hypothesis 2

H,:  Corporate ethical values will be a significant determinantogjanizational
commitment.

Control Variables

Commitment literature has shown eseal variables as antecedents and predictors of the
three forms of commitment (i.e. affective, continuance, and normative), under three broad
categorization of personal characteristics, organizational characteristics, and work
experiences. Fairly centrad &ll of them among the personal variables are age, tenure, and
position, education (see for example, Glisson and Durick, 1988; Angle and Perry, 1981,
Hrebiniak and Alutto, 1972). To therefore assess the predictive power of corporate ethical
values on orgaizational commitment, age, length of service, and position in the
organization were all included as control variables. To ensure that these variables are
amenable to regression analysis, they wereoded into dichotomous variables. Age was
re-coded as gung and old; position in therganizationto top management and lower
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management; and length of service to short and long. Thymtheses 3 and dre
proposed.

Hypothesis 3

Hs:  There is a significant relationship between age, length of service, positio
organizationatommitment.

Hypothesis 4

Hs:  controlling for age, length of service, and position, corporate ethical values will be
significant determinants afrganizationatommitment.

Method
Data Collection

The respondents of this study were ranto selected through a mubtage cluster
sampling from the list of managers working in the Nigerian insurance industry. Each
respondent was required to complete the instrument of the study, which comprises sets of
guestions measuring organizational comtnment and corporate ethical values, in addition

to their demographic information. From the demographic information supplied in the
guestionnaires, 58% of those who responded were male managers, while 41% were female
managers, indicating a slightly higheerpentage of male to that of female respondents.
The majority of the respondents were middged (60%), followed by young managers
(21%), and then the older managers, whose age range between 46 and 65 years.

Most of the respondents were also well edutangth 92% of them having at least higher
national diploma (HND), which is an equivalent qualification to university degree. Only
about 7% of respondents were less educated, with qualifications ranging from college to
ordinary national diploma (OND). Ohé 90% well educated respondents, 28% of them
have a first degree, about 15% have additional postgraduate qualifications, and 11% have
professional qualification, while those who were classified as others have a combination of
at least high school qualiition and professional qualifications. So in terms of ability to
understand and complete the instrument, majority of the respondents were quite
educationally and professionally competent. Regarding length of service, the majority of
the respondents have wked for a minimum of 6 years (53%) for theirganizationsand

the industry as a whole, while those with less years of service range from less than 1 year
to 5 years (46%). This indicates that an average manager who responded is quite familiar
with the pactice in the industry.

Reflecting the pyramidal structure of managers in @mganization the distribution of the
respondent managers cluster around the first line and middle managers, with 45% and 41%
respectively, while top managers only constitute 1#%he total sample. With regard to
classification of respondents by department, the cluster revolved around managers in the

Conference Papers and Remarks 2009 Page71



Knowledge Globalization Proceedings Edition 2009

underwriting (36%), and marketing (21%) departments, while 12% and 3% were in claims
and product development. The categories of¢hclassified as others range from those in
finance, IT, actuarial services, reinsurance, and public relations departments, and constitute
27% of the total respondents.

The structure of the industry broadly comprises insurance companies, reinsurance
companies, pension fund, loss adjusters, and brokers. By types of business underwritten
therefore, 39% of the respondents were in general business, 35% in composite (those who
underwrite both life and general business), 10% in life business, and 14% were in
companies who are reinsurers, pension fund administrators, loss adjusters, and brokers by
the above classification.

Measures

OrganizationalCommitment Scale

The organizational commitment scale was developed by Hunt et al (1985) to capture the
extentofmanger s Opsychol ocoganzaidnswhichnndadiably propeish e i r
them to act in manners consistent with thiganizationalgoals. The scale i®ne
dimensional with 4 items and specifically measures the extent to which managers are
willing to change their jobs for certain reasons reflected in the scale items, such as change
of job for higher pay, more creative freedom, more status, and more friendly environment
and people. Based on the adopted conceptual definition of affective commitment, that
committed employees believe in and acampg@nizationafoals and values, are willing to
remain with theorganizationsand are willing to provide considerable effort on its behalf
(Mowday et al, 1979), the scale usilized in this study to measure theoposition that
managers who perceived values congruence between their ethical standard and those of
their organizations, who perceived top management in their organizations supporting
ethics, by rewarding ethical conducts and sanctioning unethetalvia, will show higher

levels of commitment.

Corporate Ethical Values Scale

Earlier discussed is the proposition that employees are strongly influenced by settings
within their organizations(Trevino, 1986; Wotruba, 1990), and are likely to develop
perceptims about the ethical work climate in sumtyanizationon the basis of policies,
practices, and procedures related to ethics (Victor and Cullen, 1988). To capture this
construct, Hunt et al 6s (1989) devel oped
exani ne t he possi bl e i mpact of corporate
commitment to their organizations. This scale was also adopted in this study.

Concerned with the broader issues of hanganizationsshow interest in ethics and act
ethically, (EV was developed with the intent of encapsulating three Hraadd
perceptions, namely;
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e The extent to which employees perceive that managers are acting ethically in their
organization
e The extent to which employees perceive that managers are concerhethavit
issues of ethics in thedrganization
e The extent to which employees perceive that ethical (unethimsthavior is
rewarded (punished) in therganization
The scale was established asreedimensionalscale by Hunt et al (1989) and shown to

havehigh reliability.

Scale items for both measures were measured opan? Likert format (1 = strongly
disagree and 7 = strongly agree).

Results
Psychometric Properties of the Measuring Scales

In order to assess the adequacy and the stability of ttrerment, both the commitment
and CEV scale were subjected to factor analysis and reliability checks.

Organizational Commitment Scal@he 4 items that made up this scale were factor
analyzed using principal component analysis (PCA) with SPSS Versioruitabifity of

factor analysis for the sample was confirmed by a KaigeyerOlkin (KMO) value of

.74, which met the minimum required value (.6) for factor analysis (Kaiser, 1970, 1974),
while Bartlettds Test of S p higcant (pi<t.G00),( Bar
suggesting that the correlation matrix obtained in the analysis is not an identity matrix. The
correlation matrix also revealed a reasonable number of coefficient values of above .3. The
PCA revealed one Eigenvalues exceeding 1, exp@irb4.2 of the variance. The
inspection of the screeplot confirmed threedimensionahature of the scale. The results

of the parallel analysis also supported this-famtor solution, which showed the only
component having Eigenvalues exceeding the esponding criterion values for a
randomly generated data matrix of the same size (4 variables x 415 respondents)- The one
factor solution explained 54.2% of the variance. Due tmtiedimensionahature of the

scale, rotation of the factors could notgmsformed. This result is consistent with that of

the authors of the scale (e.g. Hunt et al, 1985). The unrotated factor items are presented in
table 1.

The internal consistency check of the scale yielded a Cronbach alpha value of 0.71, which
comparegavorably with earlier established ones (e.g. Huntetal, 1985 0. 8 5 ; Hun

-

1989-U: 0.87; Vitel-U:aAd7PaoViteblU:a0a628i)dal
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Table 1

Unrotated Factor Loadings f@rganizationCommitment Scale

ltem Unrotated Factors®
1

1 0.81

2 0.78

3 0.75

4 0.59

a. 1 factor extracted through PCA

Corporate Ethical Values (CEV) Scalthe 5 items that made up the CEV scale were also
subjected to principal component analysis (PCA) with the same version of SPSS.-Kaiserr
Meyer-Olkin (KMO) value of approximately .60 confirms the suitability of the sample for
factor anal ysi s. Bartlettds Test of Spher
< .000). The correlation matrix revealed a reasonable number of coefficieets vaf

above .3. The PCA showed two Eigenvalues exceeding 1, explaining 36% and 31% of the
variance respectively. The inspection of the screeplot revealed a clear break after the
second component. The results of the parallel analysis supported tHactarosolution,

which showed the 2 components having Eigenvalues exceeding the corresponding criterion
values for a randomly generated data matrix of the same size.

The twofactor solution explained a total of 67% of the variance, with Component 1
contribuing 36% andComponent 2 contributing 31.5%. To obtain a clear interpretation
of the components, Varimax rotation with Kaigéormalizationindicates a simple and
clear structure (Thurstone, 1947), without any ctoasling of the items. The rotated and
unrotated factor items are shown in table 2. Strong support was found in the literature
(Hunt, 1984) to maintain the twiactor solution, even though some studies have validated
the CEV as anedimensionalconstruct (e.g. Hunt et al, 1989). The first disien was
labeled6t op management support for e tldbeleds 6 ,
Omanagers are acting ethicallyd.
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Table 2

Unrotated and Rotated Factor Loadings of CEV

Item Unrotated Factors’ Item Rotated Factors
1 2 1 2
0.24 0.85 1 0.05 0.88
0.17 0.86 2 -0.17 0.88
0.80 -0.11 3 0.80 0.07
0.80 -0.24 4 0.83 -0.06
0.66 -0.11 5 0.67 0.03

a 2 factors extracted b Rotation converge in 4 iterations

In the early validation of the CEV scale, a Cronbach alpha value of 0.78p@sed by

the authors. Later reliability checks indicated Cronbach alpha values of 0.83 (Vitell et al,
2003), and 0.67 (Vitell and Paolillo, 2004). The current study establishes the CEV scale as
a twodimensional scale, with Cronbach alpha values of @rih 0.72 respectively. It is
argued here that the two factor solution is consistent with the initial development of the
scale (Huh et al, 1984). The Hunt et §1984) study used two scales to measure ethical
problems in marketing (ethical problem scatal athicsrelated top management actions
scale), and these scales were combined in their later study (Hunt et al 1988has a
dimensionakcale (corporate ethical value scalEEV).

The twofactorial solution obtained from the factor analysis of the/GEi the current

study is therefore a reflection of the underlying constructs for which the scale was initially
designed to measure. Very recently, a study by Singhapakdi et al (2008), also established
the CEV scale as a twaimensional construct, using thoexploratory factor analysis

(EFA) and confirmatory factor analysis (CFA). The results revealed the same pattern of
factor loadings as the ones obtained in this study. When attempt was made to assess the
reliability of the CEV as anedimensionakcale,the Cronbach alpha value was 0.52 and

the interitem correlation matrix revealed some negative values indicating that the items
were not measuring the same underlying characteristic.

Descriptive Statistics and Correlations

Descriptive statistics of theo¢al variables and the demographic ones, correlations, and
Cronbach alpha values are shown in table 3. Results of the correlation analysis confirmed
nearly all the proposed relationships, and were significant.
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With the exception of length of service, ather variables were significantly correlated

with the criterion variable, giving full support to hypotheses 1, and partially supporting
hypothesis 3. Of these relationships, top management support for ethics has the highest
correlation (r = 0.346, n = 414 < 0.01) with organization commitment. Since no
direction was specified in the predicted relationships, the results indicated that top
management support for ethics and position were negatively correlated with organizational
commitment, while managers earacting ethically and age positively correlated. The
relationships established between the dependent variable and the three control variables
were consistent with those established in prior studies.

Table 3

Construct 1 2 3 4 5
6 Me an SD U N

(1) Organizational Commitment 1
12.99 4.39 .71 413

(2) Top Management -0.346** 1
14.60 3.14 .65 414

(3) Managers acting ethically 0.197** 0.034 1
8.40 2.83 .72 415

(4) Age 0.112* -0.013 -0.024 1
1.98 0.63 - 412

(5) Length of Service 0.080 -0.041 -0.083 0.481** 1
2.81 1.26 - 410

(6) Position in organization -0.135** -0.067 -0.064 -0.364** -0.315** 1
2.33 0.69 - 410

*p < 0.05(2tailed) ** p < 0.01(2tailed)
Regression Models

The results of the first regression model as shown in table 4 indicate that both dimensions
of corporate ethical values were significant predictors of organizational commitment
thereby fully supporting hypothesis 2, which states that corporate ethical values will be
significant determinastof organizational commitment. The two CEV variables combined
together explained 16% of variance in organizational commitment. Of this contribution,
top management support for ethics contributed the highest variance, with a part correlation
coefficient of-0.353, indicating 12% contribution, while a part correlation coefficient of
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0.209 indicates that managers are acting ethically only contributed 4% ekplaned
variance in organizational commitment. Though both variables significantly predicted the
criterion variable, the directions of the influence were however different. Whereas
managers are acting ethically positively determines organizational corantjt top
management influence was however in the negative direction. Though this result seems
paradoxical, it is nevertheless not explainable considering that both top management and
peers in the organization do act as referent groups, adat unlikely to have differing

ethical standard between the two.

Table 4

Multiple regression analysisModel 1

Variable B T value Sig. of T.

Organizational Commitment
Top Management Support for Ethics -0.353 -7.798 0.000
Managers are Acting Ethically 0.209 4.615 0.000

R squared = 0.163, Adjusted R Squared = 0.158,= 39.87, Sig. ofF = 0.000

The result of the regression model 2, which was intended to assespltmeatory power

of corporate ethical values when some personal variables are included as control variable,
indicate that corporate ethical values still remain significant in predicting organizational
commitment. As shown in table 5, top management sugportthics still remains the
substantive negative determinant of organizational commitment. With these results,
hypothesis 4 is fully supported.

Table 5

Multiple regression analysisModel 2

Variable B T value Sig. of T.

Organizational CommitmentModel 2a

Age 0.073 1.297 0.195
Length of Service -0.008 -0.140 0.889
Position -0.086 -1.704 0.089
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R? = 0.014, AdjustedR? = 0.007,R* Change = 0.014F = 17.368, Sig. of = 0.000

Organizational CommitmeritModel 2b

Top Management Support for Ethics -0.356 -7.836 0.000
Managers are Acting Ethically 0.208 4.491 0.000
Age 0.082 1.158 0.115
Length of Service 0.011 0.214 0.831
Position -0.075 -1.620 0.106

R?=0.179, AdjustedR? = 0.168,R* Change = 0.165F = 17.364, Sig. of = 0.000

Discussion and Managerial Implications

The findings in this study lend support to prior ones that orgaoimdtethical standard do

affectce mpl oyees o | evel of commi t menhnett, RABI).Nt e
For example, while the professionals who constituted subjects in the current study and that
of Hunt et al (1989) differ, thievel of explained variance wasowever comparable. In

Hunt et al (1989), a R squared value of 0.17 was reportaieaamount of variance
explained by corporate ethical values alone, while this study establishes a R squared value
of 0.16 for the same independent variable. Similarly, a study by Valentine and Barnett
(2003) showed corporate ethical values as the onlahlarthat uniquely contributed to
explaining the variance in organizational commitment.

Thoughage, length of service (otherwise called tenure in prior research), and position are
used here only as control variables, the results obtained are not fathfseenin extant

studies that have established these variables as antecedents and correlates of organizational
commitment (e.g. Hrebiniak and Alutto, 1972; Morris and Sherman, 1981; Glisson and
Durick, 1988).

Thoughthe results indicate corporate ethigcalues as substantial significant determinant

of organizational commitmenthow daesone interpret the directionality of this prediction.

At the onset, and in recognition of the nature of the industry being studied, no direction of
the proposed relatiships was specified, but with differential association of the two
components of corporate ethical values to organizational commitment, two possible
interpretations are possible. Though admittedly speculative, the positive relationship with
dmanagers are #ng ethicallyp dimension suggests that respondents perceived that their
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peers in the organization are concerned about ethical practindsdid reflect their
conduct In this instance, a high level of perceived ethicality of peers in the organization is
associated with a high level of organizational commitment. By the same token, the
negative relationship with top management support for ethics does suggest that the ranks of
top managers in the industry might not be as ethically conscious as their satas.dis
suggested by scholars, top management coul
wal k o. This means they actually talk abolt
While study has shown that a high percentage of these insuranparies do have codes

of ethics (Obalola, 2008), this might just simply be a case of window dressing, while the
cockes largely remaimmnenf or ced. As proposed by Peter
widespread adoption of ethics codes, management in sayarizations may be inclined

to pressure employees to compromise their personal ethical standards when the results
benefit the organizationo (p. 568).

To the extent that corporate ethical val u
one of the praatal implications of theseridings is that organizations thaddsire positive
organizational outcomes, must consclguspromote high ethical conductby
rewarding/sanctioning ethical/unethicaehaviors Top management must particularly
serve as a referegtoup in the organizatiori such desirable outcomes arebi® attained.

As observed by Hunt et al, itop manager s
and thus institutionalize the ethical principles ungled their policies, practices, and
gopas 6 (p. 88).

Given that loyal employees are instrumental in developing higher quality customer
relationships, thus fostering higher customer loyalty (Reichfjel®96), the leadership in

the industry might be shooting itself in the leg if it falls shortinstitutionalizing high

ethical standag]l which could bring about this realization. This realization which was
argued to lead to higher economic performance is desperately needed in the insurance
industry if it is to reap the benefits of the just conctudecapitalization process.

Limitations, Suggestion for further studies, and Conclusion

Can the findings in this study be generalized to the entire Nigerian insurance industry? The
careful procedures folload in administering the research instruments #re subsequent
analyses do give some level of confidentiality in this regard. However, a higher sampling
frame that takes the geographical zone of the country into consideration in any future
research could give further validity to the results obtainatiis study. While the findings
reported here could be true of the insurance industry, the same may not hold for other
industries. This may not hold even for the banking industry that skandar traits with
insurance. Further studies might be necegssarreplicate the findings in these other
industries.

18 Cited in Mowday (1998).
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To the effect that this study only investigates the effect of corporate ethical values on
organizational commitment, other relating variables, such as job satisfaction, and turnover
intension should bmcluded in future researd¢h ensuranore robust finding

Driven by paucity of research and empirical evidence on the possible effects of
organizational ethical values on organizational commitmeth@nnsurance industry and
developing countries, thistudy pursued this objective in the Nigerian insurance industry
and found corporate ethical values to be significant determinants of organizational
commitment. Notwithstanding the controlling effects of some personal antecedent
variables, corporate ethicaalues still remain a substantive significant predictor of
organizational commitment. The findings led to the conclusion that if the Nigerian
insurance industry dessepositive organizational outcomes that are associated with
organizational commitmentoncerted effort must be made to institutionalize and promote
high ethical standards, which melé moral aspirations of its employees.
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Abstract

This paper describes the demographic challenges Europe will face in the forthcoming
decades. The paper starts with an dvén&roductory chapter which highlights the past,
current and future predictions on various demographic patterns, like the population growth
rate, age distribution and population pyramids. Selected graphs provide aiewwuerthe

whole topi¢ raising awarenessnot only of the future demograpbitransition, but also
underlining the need for legal measures to overcome potential threats faced by the
European society. The following chapters provide information and statistical data about
selected reasons ftine demographic change. In more detail, fertility as well as mortality
rates are elaborated. Furthermore, the consequences of these changing factors are
highlighted. Therefore, selected statistical data as well as different scenarios are combined
with explanations of the potential threats and difficulties for the European population.
Finally, European Union initiatives as well as already existing measures by various nations
to overcome the potential threat related to the decreasing and ageing societypef &er
mentioned. It is important to highlight different approaches among nations resulting out of
different historical backgrounds as well as varying demographic evolutions. This paper
compares these differees in more detail with regatd France andtaly, as this provides

a good picture about the impacts of natidrethavioron demographic change.
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The goal ofthis paper is to drawttention to the future chalhges which will be faced by
European society within the next decades, and the possibldabiihe EU (Commission)
and the OSCE EE can play in this field by creating the Task Force on Human Capital.

I ntroduction

The aim of this paper is to visualize and explain the present and future demographic
chdlenges of Europe because pégative populatin growth caused by a decreasing
fertility and mortality rate and the resulting population ageing.

Research need

There are numerous publications tlzatalyzet he wor | dés popul ati o
formulate different scenarios about the future challefgespeans will fag with regards

to the growingworld population. Each statistic shows that although the global population
growth rate is positive, there is negative or zero growth in many parts of the European
area. Besides this evolution, it is also venportant to note that the world population is

not only growing but the populations are also ageing in countries throughout the world.
Considering declining population growth rates in Europe and increasing population ageing,
Europe faces a big demograpbttallenge related to social, economic, political as well as
cultural effects

Fundamental question necessitating answers

Europe is expected to face demographic challenges which will have an important impact
on the security and economic stability of itsuntries. According to United Nations
projections, the combined population of Europe increased by over 180 million between
1950 and 2000 and it is projected to decrease by about 96 million between 2000 and 2050.
This decrease will be most obvious in Cehéirad Eastern Europe but it is also expected to
strongly affect Southern Europe.

Besides the fact that fertility is well below replacement level in many European states,
populations are rapidly ageing due to substantial improvements in health care syslems
higher living standards resulting in decreasing mortality rates. Additionally, most countries
face imminent or anticipated population decrsaS®nsidering the gersifying migration

flows in Europe, it is obvious that the European population witefaremendous
challenges inthefuture.

The shift from population growth to a gradual decline will have far reaching social and
economic impacts. Accompanied by rapid shifts in the age structures, a declining working
age population will be one of the cogsences. This will significantly influence the public

and private savings and spending patterns which lead to an impact on the future macro
economic performance of the European area in general.
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After making the European population and especially the gowemts aware of this
demographic evolution, it is essential to introduce adequate policy responses to overcome
the threat of the dyingut of a whole population as well as serious mam@nomic
damages caused by huge deficits in public pension schemes.

It is essential to highlight the importance ofjmicth policies as well as migration policies.

The question arises whether or how far negative fertility rates can be replaced with
migration intakes and which problems occur out of high migration ratehislicontext,

one has to think of two different approaches. First of all, high immigration rates have
important social and cultural impacts on a society. On the other hand, high emigration
poses a potential threat to the natiolsdor market, as mainly yang and higkskilled

people emigrate (braidrain). Of course, this also has an impact on the national age
structure as the native country gets further skewed towards older persons and additionally
loses potential taxpayers and contributors to the scetalgy system.

The levels, trends and implications of demographic change vary significantly among the
areas of Europe, depending on the level of economic development, health situation,
cultural background and other factors.

Demographic change in Europe

There are numerous different impacts on the demographic evolution of the European

society. A main factor that contributes to a population decrease as well as an ageing
society is a declining fertility rate, which is already below replacement level in ataag

across Europe. Furthermore, the decreasing mortality, mainly due to improved health

systems, fosters a longer life expectancy, influences the dependency ratio and contributes
to population changes.

To raiseawarenessof the current population change Europe, it is essential to es the
important changes iEuropean society and visualize those with graphs comparing data
from the past with current and future prospects (including the most important determinants
like fertility and mortality in grandietail).

Population Change

To stress the importance of the demographic challenges of Europe, the following chapters
highlight the European population growth rate, age distribution, population pyramids as
well as the replacement ratios across Europe.

European Population Growth Rate

The rate of national growth is expressed as a percentage for each country. However, there
are two percentages associated with populatiomatural growth and overall growth.
Natural growth represents the births and deathsimancor yds popul ati on &
into account migration. The overall growth rate also considers migration. (Rosenberg,
20064, n.p.a.)
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Another term is the net increase of population, which consists of the curremabériilus
eventual immigration/natalization, minus mortality. (Bajrektarevic, 2005a, p.3)

While the world population is growing by approximately 1.3% annually (overall as well as
natural growth rate), most European countries actually report a much lower or even
negative growth rate. (Resberg, 2006a, n.p.a.)

As visualized inFigure 1, the population of the 27 member states of the EU is declining
steadily. While the originally EX15 member states have a population growth rate of
2.65% from 2003until 2050, the rate further declines with the enlargement of the EU by
the | ast t welve new member states. Bul ga
decline by 33.46% from 2003 to 2050. (Bajrektarevic, 2005b, pp.1,2)

The decline of the Europeampulation growth is thusnéirely related to the decrease in
natural growth. The annual number of births dropped from more than seven million in the

Population EU-27
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Figure 1: Population EU-27 from 2003 until 2050
Source: Bajrektarevic, 2005b, p.2

middle of the 1960s to less than five million in 2004. During the same period, the annual
number of dedits, on the other hand, rose from 3.9 million to around 4.5. This results in
the current annual natural increase in the EU.

After the strong decline in fertility rate after 1990, net migration has become the major
component of population growth in the EJ. Since the start of this millennium, more
than 75% of the total population growth in the-BWis due to net migration. (European
Communities, 2004, Population Statistics)
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Also when considering the European stateson EU members one can seeFigure2 a
negative population growth rate id.39%. (Bajrektarevic, 2005b, p.2)

Non-EU Europe
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Figure 2: Population Non-EU Europe from 2003 to 2050

Source: Bairektarevic. 2005b. p.2
Data from the Population Reference Bureau show that there are 20 countries worldwide

reporting a negative or zero natural population growth. This means that these countries
register more deaths than births or an even number of deaths and births. It is important to
stress that this figure does not include the impacts of immigrati@migration. But even
including immigration over emigration, only one of the 20 countries, namely Austria, is
expected to grow between 2007 and 2050. (Rosenberg, 2006b, n.p.a.)

Age distribution

According to the United Nations Department of Economic Snac i a | Af fairs
population of Europe is the oldest, with a median age of 39 years. Changes in the median
age are the result of changes in the share of population in different age groups. As
displayed in

Figure 3, in Europe, the number of persons aged 60 or over has already surpassed the
number of children. (UN Population Division, 2007b., p. 3)
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Figure 3: Evolution of the population of Europe by broad age groups

Source: UN Populan Division, 2007b, p. 4
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Figure4: The Worl dés 20 A0l destodo Countries and
Source: Kinsella, Philips, 2005, p. 7
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These changes are reflected in the declining share of children in the population and the
increasing share of the older population.

As demonstrated ifrigure 4, among the eMotrd désu m2tOr ifieosl dt h
European states. More than 19% of Il tal yods
making it the worl dodés Aol desto country. (F

The reason for this evolution is the transition from high maytalnd high fertility to low
mortality and low fertility, which led to the demographic transition of the twentieth
century. What Europe is experiencing at the moment is the procespuafan ageing,
due to the significameduction of mortality and félity.

This demographic transformation will profoundly affect the health and smtinomic
development of all nations. Population ageing may also be seen as a human sucdess story
the triumph of public health, medical advancements, and economic deezibpver
diseases and injuries that had limited human life expectancy for millennia. Research and
devel opment I n todayds medical practices
survival, which leads to a higher amount of older/retired peopliditianally, the
reduction of mortality results in a longer survival not only of the older generation but
particularly of children. As a consequence, population growth accelerates and the
proportion of children in the population increases, leading to avepgtion of the
popul ationds age structure. This would of
status in Europe. However, partly in response to these changes, the evolution continued
with a decreasing fertility rate because parents realizehltbgtcan have fewer children to
ensure the survival of the number they desire. This reduction of fertility slows down
population growth and results in a reduction of the amount of births and hence in the
proportion of children in the population, thus triggg the process of population ageing.

In more detail, the fertility rate of Europe has fallen in a straight line from 2.5 in the early
1970s (babypoomers generation) to 1.5 in the late 1990zossing the 2.1 population
replacement ratio in about 1976IN Population Division, 2007b., p. 1)

Population Pyramids

One of the most important demographic characteristics of a population is itexage
structure. Agesex pyramids, also known as population pyramids, graphically illustrate the
age and sex distribioh of a given ppulation in order to improveunderstanding and ease
comparison. (About.com, 1997).

Population pyramids display the percentage or actual amount of a population separated in
gender and age. The fiyear age increments on theayis alow the pyramid to reflect

both long-term trends in the birth and death rates, and 4bort babybooms, wars, and
epidemics. (lbid.)
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There are three key types of population pyramids:

- Rapid Growth
The Philippines is a typical example for a triangl@apedpyramid and reflects a high

Fhilippines: 2888
MALE FEMALE

0+

Population (in millions)
Source: U.3. Census Bureau, International Data Base.

Figure 5: Population Pyramid of the Philippines: 2008
growth rate of about 2.0 % annually. (U.S. Census Bureau, 2008)

- Slow Growth

United States: 2803
MALE FEMALE

Population (in millions)
Source: U 3. Census Bureau, International Data Base.

Figure 6: Population Pyramid of the United States: 2008

In the US, the population is growing at a rate of about 0.9% annually. This growth rate is

reflected in the more squalige structure of the pyrardi Note the lump in the pyramid

between the ages of about 40 to 55. This large segment of the population is considered the
postWorld War Il "baby boom." As this population ages and climbs up the pyramid, there

will be a much greater demand for medical aiber geriatric services ithe future.
(About.com, 1997)
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- Negative Growth
Romania is experiencing a period of negative growdi o in the year 2008). As negative

Romania: 2008
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Sources U.S5. Census Buresuw, International Data Base.

Figure 7: Population Pyramid of Romania 2008

growth in a country continues, the population is reduced. A population can shrinkalue to
low birth rate and a stable death rate. Increased emigration may also be a contributor to a
declining population. (lbid.)

Population pyramid of the EU-27

In the population pyramid of the ERV, each bar corresponds to the share of the
population at thaage, by sex, in the total populatioAs Figure8 shows, the population

for the EU27 continues to age. The 2008 population pyramid appears more as a rhomboid
due to the babpoomer gaeration of the 1960s, wthids significant on account of their

size. In the forthcoming decades, the high number of ageinghmaygers will swell the
number of elderly. Thus, this population pyramid for the-EUshows how the baby
boomer bulge is moving up while the middle pavb(king age population, ages 20 to 64)

and the base (ages 0 to 19) of the pyramid are projected to narrow considerably by 2060.
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Figure8: Population Pyramids, EQ7, 2008, 2060
Source: Eurostat, 2008, p.3

The two factors, i.ea negative population growth rate and the process of population
ageing,have an important impact déuropean society. Besides the fact that the baby
boomers generation is moving up in the population pyramid, the whole pyramid is getting
thinner as the amaon of people, especially the younger generation is shrinking. Again, the
current and prospected fertility rates and mortality rates of the European countries will
explain this move, visualized in the population period, in more detail. (Eurostat, 2008, p.3)

Replacement Ratio

The OECD defines the replacement rate as the ratio of an individual's (or a given
population's) (average) pension and the (average) income in a given period of time.
(OECD, 2005)

Theoretical replacement ratios help to develop an adeguaigion system and enable
workers to |l ook ahead for provisions for
living standards after retirement. In more detail, replacement rates show the level of
pensions as a percentage of previous individuatiegs, at the moment of takg of
pensions. This includes public and private pension schemes, as well as the impact of taxes,
social contributions and negpension benefits that are generally available to pensioners.
Replacement rates rely on specific asptions on the key economic and demographic
parameters that are essential for the calculation of future earnings and benefit entitlements.
The <calculation of a fNbase caseo0 scenar.i
hypothetical workers with avega earning and career profiles, are calculated, reflect
current situations and insitional frameworks. In thigalculation, previouslyenacted
pension reforms have to be considered. (The Social Protection Committee, 2006, p. 3)
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