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The Suffolk University Sawyer Business School hosted the Knowledge Globalization 

Conference on April 17-19 in Boston, Massachusetts.  The conference attendees included 

scholars, members of the business community, and students from the United States and 

thirty six foreign countries.  The conference topic ñGlobal Sustainabilityò was addressed 

through the perspectives of various disciplines including: Global Health Issues and Global 

Education; Global Sustainability and Corporate Social Responsibility; Crisis and 

Opportunity in the Global Economy; Spirituality and the Personal Moral Compass in 

Global Business; and, Technology and Sustainability. 

This Proceedings Edition includes many of the conference papers and several texts of the 

presentersô remarks. As such, it offers a window into current global scholarship and the 

continuing dialogue concerning evolving social, cultural, economic and business trends. 

These reflections offer an opportunity for cross-cultural exchanges and increased global 

understanding.  We thank the conference presenters and participants for their insight and 

contributions.  

A very special thank you to:  Professor Mawdudur Rahman, founder and President of 

Knowledge Globalization Institute and chair of the conference; Dr. Nargis Mahmud, 

Executive Vice-President of the Knowledge Globalization Institute, conference co-chair 

and managing editor of the peer reviewed Knowledge Globalization Journal; and Myra 

Lerman, Assistant Dean of Undergraduate Programs and Director of the Honors Programs 

at Suffolk University and conference co-chair.  Their hard work and dedication contributed 

greatly to the success of the conference.  

We are also fortunate to have a wonderful cadre of professors at Suffolk University who 

contributed to the topic development of the conference 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 Atherton and Professor Lydia Segal 

 

Crisis and Opportunities in the Global Economy 

Co chairs: Dr. Gail Sergenian and Dr. Khalid Amira 

 

Global Sustainability and Corporate Social Responsibility 

Professor Miriam Weismann 

 

Miriam Weismann, Editor 

Associate Professor, 

Suffolk University, Boston, Massachusetts, USA 
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The Quest for the Effectiveness of Knowledge Creation 

By 

Dr. Hafid Agourram 

Dr Haf id Agourram  is research associate professor at Effat College in Saudi Arabia and 

associate professor at Bishopôs University, Lennoxville (Quebec), Canada. 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 is argued 

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 different learning styles 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 accepted communication 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 heterogeneous groups 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 a habit 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 concept of learning styles. He referred 

to them as; ñan individualôs habitual or typical way of perceiving, remembering, thinking, 

and problem solvingò. In the late 1960s to early 80s the study of  learning theory 
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mushroomed, whereby close to, ñ30 different theories of learning styles, and more than 

thirty instruments for evaluating learning styles were proposedò (Ouellete, 2000).   

While there is great debate within the field over the appropriate definition of learning style, 

the general consensus within cognitive psychology is that, ñpeople exhibit significant 

individual differences in the cognitive processing styles that they adopt in problem solving 

and other similar decision-making activitiesò (Robertson, 1985) or ñthe individualôs 

consistent and characteristic predispositions of perceiving, remembering, organizing, 

processing, thinking and problem solvingò (Ginther and Liu, 1999). 

Another commonly held view among scholars in this field includes the notion that learning 

styles are, ñdistinct from intelligence, ability, and personalityò (Riding and Rayner, 1999). 

Other important characteristics of learning styles which have also become generally 

accepted within the field include: ñthe generality/stability across tasks over time; 

independence of cognitive styles from measures of general ability; and the relationships 

between cognitive abilities and specific characteristics and abilitiesò (Ausburn and 

Ausburn, 1978). 

David Kolb (1979, 1985) has written extensively on the subject and his model is frequently 

used.  According to Tennant (1988), ñKolbôs Learning Styles Inventory is one of the 

dominant approaches to categorizing cognitive stylesò.  Kolb identified two separate 

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: 

Á Concrete experience: Looking at things as they are, without any change. Here 

people best perceive information using concrete experiences (like feeling, touching, 

seeing, and hearing)  

Á Abstract conceptualization: Looking at things as concepts and ideas. Here people 

best perceive information abstractly (using mental or visual conceptualization). 

Processing dimension 

People will take the results of their Perception and process it in preferred ways along the 

line between: 

Á Active experimentation: Taking what they have concluded and trying it out to 

prove that it works.  

Á Reflective observation: Taking what they have concluded and watching to see if it 

works by thinking about it  

By combining these opposite dimensions, we get Kolb (1985) four learning styles: 

converger, diverger, assimilator and accommodator as shown bellow in figure 1: 
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Type I learner: Accommodators (Concrete experiencer / Active experimenter) 

You are primarily a "hands-on" learner. You like to practice what you learn. You tend to 

rely on intuition rather than logic. You donôt like abstract concept. You enjoy applying 

your learning in real life situations. You prefer doing things rather than thinking about 

them. You dislike routine tasks. You prefer experimentation and real life learning material 

rather than classic lectures. 

Type II 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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Figure 1 (Kolb  learning styles) 
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major conditional activity with you. You are a constructivist. You like the bottom 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 

qualitative type of research.  

Type III learner: Convergers (Abstract conceptualization/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 working 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 a good logical explanation. You prefer to think rather than act. You 

like structured understanding. You prefer lectures. You prefer a top down approach. 

Knowledge creation 

Today knowledge and the capability to create and utilize knowledge are considered to be 

the most important sources of a firmôs sustainable competitive advantage (Nonaka, 1991, 

1994; Nelson, 1991; Leonard-Barton, 1992, 1995, Quinn, 1992; Drucker, 1993; Nonaka 

and Takeuchi, 1995; Grant, 1996). Nonaka (1995) knowledge creation theory is based on 

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 

interaction produces tacit knowledge that is held in humanôs brain. The tacit knowledge is 

then converted into explicit knowledge through the externalization activity so that people 

can share it. External knowledge from different sources is combined to the new explicit 

knowledge through the combination process. Finally, the new combined knowledge in 

transformed into new tacit knowledge that is stored in the human brain. Nonaka argues that 

knowledge in organizations is created through this cycle. 

Dialogue is the medium 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 

particular context and a particular view. ñTruth differs according to who we are (values) 

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 difference in 

subjectivities means the differences in how we view the worldò (Nonaka and Toyama, 

2005). Peopleôs views about the world and about the truth can be contradictory and it is the 
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synthesis of these contradictions through dialogue that lead to knowledge creation (Nonaka 

and Toyama, 2002, 2003).  

 

 

Research proposition 

Our goal in this paper is to combine Nonakaôs knowledge creation theory which is based 

on the synthesis of contradictions and subjectivity on one hand and Kolb learning style 

theory on the other hand. We argue that the combination of the two theories may lead to 

better performance in knowledge creation. The following framework illustrates our 

research proposition. 
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Nonakaôs theory is based on people who communicate through dialogues to create 

knowledge. Kolb argue that a person has a preferred learning style by which he perceives 

and processes information and knowledge. We argue that if an individual has a preferred 

learning style, he or she will use the same style to provide what he has learned to others. If 

I am a converger in learning, I will be a converger in providing. 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 and logical  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 and different views to synthesize which would lead to more 

knowledge created in the process.  
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Our proposition has many important implications. First, organizations which search for 

knowledge need to set up teams of people who have different 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 knowledge providers 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 empirically test our proposition in a variety 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 Uslu, Global MBA, Suffolk University       

 

I.       Introduction and Overview:  

 

Policy makers and decision makers 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 integrated global 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 on firm-specific 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 (Republic of 

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 derived from consistent quantitative data, i.e. economic 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 institutional environment 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 policy makers or executive decision-makers. 

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.  However, 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 factor weights 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.  

In the next section of this paper, the authors examine the two leading ñproducersò of 

national competitiveness indices and reports, the World Economic Forum, Global 

Competitiveness Report and the Institute for 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 productivity driven competitiveness. Thus, this is a 

ñtransitionò process of economic restructuring to meet the competitive challenges of a 

global economy not the past process of adapting to new political/economic systems, as in 

Eastern Europe. Also, the five countries 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 resulting 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 stage of 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 suggest a weighting 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 other countries.  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 empirically and extend it to other countries undergoing similar transformation 

with relatively open economies of comparable size. 

II.  WEF and IMD Reports: 

 

WEF ï Global Competitiveness Index (GCI): 

WEF has published Global Competitiveness Reports since 1979. The report measures and 

ranks 134 countries in 2008. WEFôs Global Competitiveness Index is based on 

measurement of 12 different pillars of economic competitiveness and countries are 

classified as factor driven, efficiency driven, transitioning to innovation driven and 

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 Education and 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 Sophistication Factors 

11th Pillar: Business Sophistication (50%) 

12th Pillar: Innovation (50%) 

 

These different pillars impact countriesô competitiveness quite differently. Basic 

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 because Turkey 

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 GCI, in the first stage, economies are factor-driven and countries in this 

stage compete based on their endowments, primarily unskilled labor and natural resources. 

As wages rise with advancing development, countries move into the efficiency-driven stage 

of development, when they must begin to develop more efficient production processes and 

increase product quality. Finally, as countries move into the innovation-driven stage, they 

are able to sustain higher wages and the associated standard of living and production shifts 

to higher value added sectors. Countries 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 share 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 

weights to those pillars. All 12 pillars matter to a certain extent for all countries, but the 

importance of each one depends on the countryôs particular stage of development. 

To take this into account, pillars are organized into three sub-indexes. The basic 

requirements sub-index groups those pillars most critical for countries in the factor-driven 

stage. The efficiency enhancers sub-index includes those pillars critical for countries in the 

efficiency driven stage. Lastly, the innovation and sophistication factors sub-index 

includes the pillars critical to countries in the innovation-driven stage. Weights of the three 

main groups of pillars at each stage of development are shown below; 

  

Factor-driven 

stage 

Efficiency-driven 

stage  

Innovation-driven 

stage 

Basic Requirements 60% 40% 20% 

Efficiency Enhancers 35% 50% 50% 

Innovation and 

sophistication 

Factors 

5% 10% 30% 

 

To obtain these weights, a maximum likelihood regression of GDP per capita was run 

against each sub-index for past years, allowing for different coefficients for each stage of 

development. The rounding of these economic estimates led to the choice of weights. 

Data and Methodologies: 

WEFôs model relies on a wide range of data from the Executive Opinion Survey as well as 

extensive hard data and survey indicators from other internationally recognized data 

sources. WEFôs survey data are timely and offer many unique measures not otherwise 

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 management business leaders in 134 countries between 

January and May. This represents an average of 91 respondents per country. The survey 

data are based on the informed judgments of the actual participants in the economies of the 

countries examined. The survey 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 of each nationôs economic and business 

environment, as perceived by 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, UN, World Bank and supplemented by national sources when 

necessary. These hard data are normalized on a 1-to-7 scale in order to align them with the 

Executive Opinion Survey results (See WEF, 2008). Those variables which are followed 

by the symbol óİô enter the GCI in two different places. 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 is based 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. Stephane Garelli 

and has been publishing the IMD World Competitiveness Yearbook for 20 years. IMDôs 

The World Competitiveness Yearbook (WCY) analyzes and ranks how nations create and 

maintain competitiveness factors to achieve increased prosperity and enhance or hinder the 

ability of their firms to compete globally. WCY 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. Over 300 competitiveness criteria are 

revised and updated on a regular basis as new theory, research and data become available. 

A long established collaboration with national, international organizations and universities 

worldwide also helps ensure that the data is reliable and accurate.    

Methodology in a Nutshell: IMD World Competitiveness Yearbook 

1- The Yearbook (WCY) analyzes and ranks the ability of nations to create and 

maintain an environment which sustains the competitiveness of enterprises. 

2- Business enterprises operate in a national environment which enhances or hinders 

their ability to compete domestically or internationally. This field is called: 

ócompetitiveness of nationsô and is covered by the WCY 

3- WCY divides the national environment into four main factors: 

- Economic Performance 

- Government Efficiency 

- Business Efficiency 

- Infrastructure  
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4- Each of these factors is divided into 5 sub-factors which highlight every facet of the 

areas analyzed. 

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

6- Each sub-factor has the 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 hard data 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 ranking whereas 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 sub-factors makes the country index, which leads 

to the overall ranking of the WCY. 

 

Factors and Criteria: 

Economic 

Performance 

Government 

Efficiency 

Business Efficiency Infrastructure  

Domestic economy Public finance Productivity Basic infrastructure 

International trade Fiscal policy Labor market Technological infrastructure 

International investment Institutional framework Finance Scientific infrastructure 

Employment Business legislation Management 

practices 

Health and environment 

Prices Societal framework Attitudes and values Education 

 

As WEFôs Global Competitiveness Index, IMDôs World Competitiveness Yearbook 

creates itsô ranking based on hard data and survey data. The survey data measures 

competitiveness as it is perceived whereas the hard data shows how competitiveness 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 

quantify issues that are not easily measured such as management practices, labor relations, 

corruption and quality of life. Responses reflect present and future perceptions of 

competitiveness by business executives who are currently dealing with international 

business situations. Thus, their responses may be more recent since there is less time lag, 

which is often a problem with hard data that reports past performance. 

III.  Country Profiles: WEF and IMD Reports 

 

Turkey: 
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Turkey has a population of 75.2 million as of 2007. The countryôs GDP has increased to 

$663.4 billion and GDP per capita has reached $9,629. In 2007. WEF classifies Turkey as 

a transition economy between efficiency-driven and innovation-driven. According to 

WEFôs GCI, the  overall ranking of Turkey is 63 in 2008. This shows a decrease from the 

previous year. In 2007, Turkey was ranked 53. Turkeyôs three weakest pillars are labor 

market efficiency, infrastructure, and technological readiness and three strongest pillars are 

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

problematic factors for doing business include inefficient government bureaucracy, tax 

regulations, political instability and access to financing. 

IMDôs WCY ranks Turkey 48 (out of 55). According to the WCY, Turkeyôs strengths are 

óbusiness legislationô, óattitudes and valuesô and óhealth and environmentô. On the other 

hand, weaknesses include óemploymentô, ósocietal frameworkô and ótech infrastructureô. 

Challenges faced in 2008 are EU negotiations, distressed international financial markets, 

the underground economy, overall business and investment environment. According to 

IMD, Turkeyôs ranking has improved in ódirect investment outflowsô, ócentral government 

foreign debtô and óintellectual property rightsô in 2008 but has decreased in ógovernment 

deficitô, ótransparency of government policyô and ôdirect investment flows inward.ô  

Thailand: 

Thailand has a population of 65.3 million as of 2007. Itôs GDP has increased to $245.7 

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 

compared to average rankings of efficiency-driven economies. According to WEFôs GCI, 

Thailandôs overall ranking has decreased from 28 to 34 in 2008. Among  the 12 different 

pillars, Thailandôs three weakest pillars are ótechnological readinessô, óinnovationô, and 

óbusiness sophisticationô. On the other hand, Thailandôs three strongest pillars are óhealth 

and primary educationô, ómacroeconomic stabilityô, and ólabor market efficiencyô. The 

most problematic factors for doing business include government instability, political 

instability, inefficient government bureaucracy and corruption. 

IMDôs WCY ranks Thailand 27 (out of 55). According to the WCY, Thailandôs four 

strengths are óemploymentô, ôpricesô, ófiscal policyô and ólabor marketô. On the other hand, 

weaknesses include óinternational investmentô, ódomestic economyô, óproductivity & 

efficiencyô and óhealth & environmentô. Challenges faced in 2008 are inflation, building up 

investorôs confidence by speeding up public investment projects to improve infrastructure, 

and energy efficiency. According to IMD, Thailandôs ranking has improved in ócurrent 

account balanceô, óconsumer price inflationô and ólong term unemploymentô in 2008 but  

has decreased in ógovernment deficitô, ótransparency of government policyô and ôcost of 

capital.ô 

Poland: 
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Poland has a population of 38.5 million as of 2007. Itôs GDP has reached $420.3 billion 

and GDP per capita has increased to $11,041.2 in 2007. WEF classifies Poland as a 

transition economy between efficiency-driven and innovation-driven. According to WEFôs 

GCI, Polandôs overall ranking has decreased from 51 to 53 from the previous yearôs 

ranking. The countryôs three weakest pillars are ótechnological readinessô, óinfrastructureô, 

and óinstitutionsô and three strongest pillars are óhealth and primary educationô, ômarket 

sizeô, and ómacroeconomic stabilityô. The most problematic factors for doing business 

include tax regulations, inefficient government bureaucracy and inadequate supply of 

infrastructure. 

IMDôs WCY ranks Poland 44 (out of 55). According to the WCY, the weaknesses include 

óproductivity & efficiencyô, ófiscal policyô, óbusiness legislationô and óemploymentô. 

Strengths include ópricesô, óinternational tradeô and ôinternational environmentô. 

Challenges faced in 2008 are restructuring public sector expenditure, reforming national 

education, tax reforms, programs for youth employment and job opportunities. According 

to IMD, Polandôs ranking has improved in ódirect investment stocks abroad, óthe risk of 

political instabilityô and óknowledge transfer in 2008 but  has decreased in óconsumer price 

inflationô, ócurrent account balanceô and óproduct and service legislation.ô 

Colombia: 

The country has a population of 47 million. GDP has reached $171.6 billion and GDP per 

capita has increased to $3,611.5 in 2007. WEF classifies Colombia as an efficiency-driven 

economy. According to the WEFô GCI, Colombiaôs overall ranking has decreased from 69, 

the previous year ranking, to 74. The countryôs three weakest pillars are infrastructure, 

technological readiness, and innovation and three strongest pillars health and primary 

education, macroeconomic stability, and market size. The most problematic factors include 

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

The IMDôs WCY ranks Colombia 41 (out of 55). According to the WCY, Colombiaôs 

strengths are ópricesô, ófiscal policyô and ólabor marketô. On the other hand, weaknesses 

include óinternational tradeô, ópublic financeô and ótechnological infrastructureô. 

Challenges faced in 2008 are promoting national and regional competitiveness system, 

promoting formalization of economic activities and encouraging private capital for the 

improvement of the countryôs strategic infrastructure. According to IMD, Colombiaôs 

ranking has improved in ódirect investment flows inwardô, ócentral government foreign 

debtô and óthe image abroad of the countryô in 2008 but has decreased in ólong term 

unemploymentô, óconsumer price inflationô and ócurrent account balance.ô 

Romania: 

Romania has a population of 21.5 million. The countryôs GDP has reached $166 billion 

and GDP per capita has increased to $7,697.2 in 2007. WEF classifies Romania as an 

efficiency-driven economy. According to WEFôs GCI, Romaniaôs overall ranking has 
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increased from 74 to 68 in 2008 rankings. Countryôs three weakest pillars are 

infrastructure, technological readiness, and institutions. The three strongest pillars are 

health and primary education, macroeconomic stability, and financial market 

sophistication. The most problematic factors for doing business include political 

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

IMDôs WCY ranks Romania 45 (out of 55). According to the WCY Romaniaôs top 

strengths are óinternational investmentô, óinternational tradeô and ópricesô. On the other 

hand, weaknesses include óproductivity & efficiencyô, óinstitutional frameworkô and 

ófinance.ô Challenges faced in 2008 are reducing corruption, improving the efficiency of 

macroeconomic policy to moderate  inflationary pressures and strengthening public 

administration.  According to IMD, Romaniaôs ranking has improved in óGDP per capitaô, 

óreal corporate taxesô and óthe risk of political instabilityô in 2008 but has decreased in 

óbureaucracyô, óregulation intensityô and óeffective personal income tax rate.ô 

IV.  Competitiveness Factors for Transition Economies   

 

 As discussed earlier, both the WEF and IMD competitiveness indices are well developed 

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, chosen as key players in 

world markets ñbecause of their impact on the global economy and the availability of 

comparable international statisticsò.    We propose a model that blends factors identified as 

key determinants of national competitiveness in these indices and emphasizes 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 transition economies 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 share concerns 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 influenced 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.  As discussed previously, the IMD World 

Competitiveness Yearbook gives each of its twenty sub-factors the same weight, regardless 

of the number of criteria, in constructing its country rankings by factor and overall.  Each 

economyôs performance is measured by the Standard Deviation Method, which measures 

the relative difference between each countryôs performance and computes standardized 

values for the 55 economies for each of the 254 criteria.  A weighted average for criteria 

that comprise each sub-factor is calculated, 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 uses non-uniform weighting of each countryôs 

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 development.  The pillars are 

organized into three sub-index groups by combining pillars that are critical to each stage of 

development, basic requirements, efficiency enhancers, and innovation and sophistication 

factors.  Each sub-index is weighted differently by stage of 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 different stages 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, 

technological 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 and usually reinforce 

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 four are classified as efficiency 

enhancers for efficiency driven economies.  Our proposed weighting for transition 

economies of each sub-index 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 sub-factors as previously mentioned.  Each of these sub-factors is given the same 

weight of 5% in the calculation of the index and rankings.   Through a similar process of 

analyzing the 20 sub-factors, calculated with over 300 criteria, in the IMD World 

Competitiveness Yearbook, we identify twelve factors key to the competitiveness of our 

transition economies.  The twelve sub-factors 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 economy, international 

trade data, and international investment performance.  For factor two, public finance, 

institutional framework, and business legislation are crucial.  The important sub-factors in 

measuring business efficiency are productivity, financial markets 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 each country in these sub-factor 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 factor ranking, while soft data should be weighted at 20%, given 

survey bias and small sample size. Each of these twelve sub-factors we propose should 

have non-uniform 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 Legislation        10% 

 

             Business Efficiency                                           Infrastructure  

  

             Productivity                            10%                     Education                               10% 

             Financial Markets Efficiency 10%                     Technological Infrastructure   8% 

             Management Practices            6%                      Scientific Infrastructure           8% 

 

Thus, our model for economies in the transition phase from efficiency driven to innovation 

driven places slightly greater weights on business efficiency and human capital and 

infrastructure sub-factors.  However, as is obvious for countries in economic and, perhaps, 

political transition, basic economic performance and government efficiency factors are still 

of major importance. 

Our sub-factors 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 that measurement issues are minimized by the reliance on 

hard, statistical data which is comparable rather than soft, potentially biased survey data.  

Of the twelve sub-factors we include, only management practices and institutional 
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efficiency are based to any substantial degree on subjective perceptions. Obviously 

identifying the relevant sub-factors and collecting accurate data would allow us to 

construct country rankings utilizing the standard deviation methodology, following the 

IMD competitiveness yearbook as described previously (see IMD, 2008) or the WEF 

indexing method (WEF, 2008). 

In future research, sub-factor rankings will be calculated for the twelve indicators in our 

model, from the weighted average of the criteria standardized values ( see IMD, 2008).  

Each individual criterion for the specific sub-factor will have a standardized value by 

subtracting the average value of the 5 economies in our sample from the specific 

economyôs original value and then dividing by the standard deviation.  Thus, we will be 

able to determine the relative difference between these transition economies for each sub-

factor.  Each countryôs competitiveness ranking can then be identified by aggregation of 

the standardized sub-factor criteria for each of the four main factors of competitiveness. 

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 in our studies, 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 ñpillarsò of competitiveness that seem particularly relevant to our five 

transition economies and the sub-factors, based on the IMD report that are applicable and 

crucial for these economies.  Thus, each ñpillarò can be assessed with measurable, 

primarily hard data for Colombia, Poland, Romania, Thailand and Turkey, with the twelve 

sub-factors 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 

 

    Financial Market ñSophisticationò                     Financial Markets Efficiency 

       (Efficiency Enhancer)                                      Public Finance 

 

    Technological Readiness                                    Technological Infrastructure 

       (Efficiency Enhancer)                                      Education 

 

     Innovation                                                          Scientific Infrastructure 

       (Innovation Factor)                                          Education 

Obviously, many of the crucial sub-factors overlap and influence a number of ñpillarsò of 

competitiveness and can contribute to or hinder national and firm competitiveness.  Our 

sub-factor weights reflect the relative importance of the criterion and its impact on one or 

two ñpillarsò of competitiveness in our model. 

Our weighting by WEF stage of 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 requirements sub-factors 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 differ significantly 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 market-driven and innovation-driven 

economies.  Also, there is available for each country comparable, ñhardò statistical data.  

Current national rankings as discussed previously range from 34 for Thailand to 74 for 
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Colombia of the 134 economies in the WEF Report and from Thailand (27) to Turkey (48) 

in the overall IMD rankings of 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 that 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 IMD standardized 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 to cluster 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 competitiveness 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 economies and 

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

long-term value of this òcalculusò of competitiveness, however, is to government policy 

makers and private sector decision-makers. The former need to design economic and 

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 and scientific 

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 sciences with the 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 economic growth, 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 and efficiency 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. 

Decision-makers and managers from the private sector whether domestic or foreign will 

continue to monitor these factors and sub-factors of national competitiveness and measure 

the strengths and weaknesses of each national economy as they impact industry or firm 

competitiveness.  Businesses will examine 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, and growth.  Thus, the private sector and the public sector may 

together create a óvirtuous circleò of economic growth, effective economic transition, and 

growing national competitiveness.  
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Abstract 

The natural environment is becoming a major factor 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 environmental corporate strategies and environmental 

marketing strategies and the relationship of these two strategies with each other. 

Questionnaires were administered to a sample of 160 managers from four organizations. 

The results showed that top management commitment, internal environment orientation 

and competitive advantage have significant positive relationships with 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 corporate social responsibility 

as follows: 

 ñCorporate social responsibility requires companies to acknowledge that they 

should be publicly accountable not only for their financial performance but also for their 

social and environmental recordsò. 

The natural environment which was once considered as the external environment has 

become a major influential factor on managerial decision making and is currently viewed 

as central to the marketing and management strategy  (Drumwright, 1994; Hart, 1995; 

Shrivastava, 1994; Menon and Menon, 1997). According to Sharma (2000) ñThe natural 

environmental strategy of an organization is defines as the pattern of action intended to 

manage the interface between the business and its natural environment.ò  

mailto:farida-saleem@hotmail.com
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The reputation and good will of a company have a positive relationship with the market 

value of a company and investors are more likely to invest in a company which enjoys a 

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). The leadership of many organizations shows strong 

concerns toward corporate environmental performance; that is why many firms currently 

have annual or biannual environmental reports to attract environmentally conscious 

customers and investors. 

Corporate environmentalism has two dimensions, the environmental orientation which 

refers to the recognition of environmental issues by the management of a company, and 

environmental strategy which is the integration of these environmental issues into the 

strategies of that company (Banerjee, Iyer and Kashyap, 2003). A firmôs environmental 

orientation has a focus on both internal orientation which refers to the companyôs internal 

values, ethical conduct of the employees and their commitment to environmental 

protection, and external orientation which refers to the companyôs relationship with 

external stakeholders such as financial or community stakeholders (Banerjee, Iyer and 

Kashyap, 2003; Banerjee, 2001; Banerjee, 1999).The focus of this study is the corporate 

and functional level strategies of a company. The previous researchers (Banerjee, Iyer and 

Kashyap, 2003; Banerjee, 2001; Banerjee, 1999) also focus on environmental corporate 

strategies like choice of new technology, investment in research and development, or plant 

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 are becoming aware of the environmental 

performance of the companies. They are demanding not only higher quality products but 

also societal and environmentally responsible values from their producers (Miles and 

Covin, 2000). The consumer survey also shows that consumer impressions toward the 

firms who address environmental concerns in their business and management practices are 

positive compared to those firms who do not address these issues (Carlson, Growe and 

Kangun, 1993).  Public concern for environmental performance of a firm has a significant 

influence on environmental strategy of that firm and this can help them get quick and 

immediate benefits (Banerjee, Iyer and Kashyap, 2003).  No wonder that public concern is 

one of the major antecedents of corporate environmentalism. 

Managerial interpretation of environmental issues as opportunities or threats has a great 

influence on an organizational environmental strategy (Sharma, 2000). Top management 

environmental concern can stem from a companyôs environmental strategy. Two major 

reasons why corporate leadership has shifted its interests toward environmental protection 

are, firstly, to attract consumers with high disposable income who want safe and 
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environmentally friendly products,and secondly, in respponse to the mandatory regulations 

imposed by the government (Lutz, Lyon and Maxwell, 2000). When environmental 

regulations are strict and customers are environmentally conscious, managerial 

interpretation about environmental issues becomes more of an opportunity than a threat. 

And managersô perceptions about environmental protection play an important role in an 

organizationôs environmental strategy. According to good management theory (Graves and 

Waddock, 1997) the management of a firm plays an important role in seeking out 

emerging sources of competitive advantage such as environmental marketing to satisfy 

customers and other stakeholder, and in returns increase shareholders value. Similarly the 

institutional approach also acknowledges the importance of organizational as well as 

managerial factors behind a companyôs environmental strategy (Sharma, 2000). 

The theoretical as well as empirical evidence also supports the case that environmental 

regulations enhance competitiveness and firms financial performance (Cohen, Fenn, 

Naimon, 1995;  Poter, 1991; Memon and Memon, 1997). The 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 who are late 

comers. Prior researchers results 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 sources to 

competitive advantage and under this strategic model environmental expenses will be 

considered as investment for creating value for the stakeholders of an organization (Miles 

and Covin, 2000). 

Regulations are the restrictions imposed by government to control environmental 

performance of firms, while in some cases firms voluntarily regulate their own conduct. 

According to critics, self regulation provides less environmental protection compare to 

governmental regulations (Maxwell, Layon and Hackett, 2000). Herriqies 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 in the production sector are more active 

compared to the service delivery sectors in environmental responsiveness. This is due to 

the high interaction of the production sector with the natural environment.  

This study explores the impact of top management commitment, public concern, 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 environmental marketing strategies.  
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Figure No 1 
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This research was conducted by using a questionnaire designed to understand 

managementôs view about corporate environmental strategy and marketing environmental 

strategy of the respective organization and their relationship with public concern, 

regulatory forces, competitive advantage, top management commitment, internal 

environmental orientation and external environmental orientation. All these variables are 

measured from the managerôs perspective. The instrument used in this research to measure 

these variables is adopted from published research by Banerjee, Iyer and Kashyap, 2003. 

All items are measured on a 5- point Likert scale. The reliability analysis of the 

questionnaire 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 Management 

Commitment  

3 0.880 

 

Internal Environmental 

Orientation 

4 0.788 

External Environmental 

Orientation 

3 0.679 

Corporate Environmental 

Strategy 

4 0.807 

Marketing Environmental 

Strategy 

3 0.898 
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A total of 175 questionnaires were distributed in four organizations;  160 were returned for 

a response rate of 91%. The questionnaires were completed by the middle management of 

Pakistan State Oil, Attock Oil Refinery, Kohanoor Textile Mills and Murree Bureury. 

Data Analysis and Results 

The data is analyzed on SPSS. The results of Pearson correlation shows that public concern 

has the weakest relationship with corporate environmental strategy, while regulatory forces 

and competitive advantage have a moderate positive relationship, and top management 

commitment and internal environmental orientation have the strongest relationship with 

corporate environmental strategy. The results of Pearson correlation are shown in table no. 

2.    

Table No. 2 

Pearsonôs Correlation Analysis 

Relationship of Corporate Environmental Strategy with other independent variables 

 

Variable Correlation 

coefficient  

p-value N 

Corporate 

Environmental 

Strategy 

 

1 

 

 

 

160 

Public Concern 

 

 

0.265** 

 

0.00 

 

160 

Regulatory Forces 

 

 

0.521** 

 

0.00 

 

160 

Competitive 

Advantage 

 

0.583** 

 

0.00 

 

160 

Top Management 

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 (2-tailed). 

The results of backward linear regression shows that public concern has the weakest 

negative relationship (- 0.568) with corporate environmental strategy and this relationship 

is not significant. Internal environmental orientation (5.802) and top management 

commitment (2.809) have much stronger and significant relationships with corporate 

environmental strategy. 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 

 

Public Concern 

 

(-0.035) 

[-0.568] 

0.571 

   

 

Regulatory 

Forces 

(0.117) 

[1.533] 

0.127 

(0.107) 

[1.444) 

0.151 

(0.116) 

[1.576] 

0.117 

 

 

Competitive 

Advantage 

(0.129) 

[1.546] 

0.124 

(0.121) 

[1.478] 

0.142 

(0.142) 

[1.763} 

0.080 

(0.204) 

[2.900] 

0.004 

Top 

Management 

Commitment  

(0.222) 

[2.809] 

0.006 

(0.217) 

[2.774] 

0.006 

(0.245) 

[3.249] 

0.001 

(0.267) 

[3.583] 

0.000 

Internal 

Environmental 

Orientation 

(0.403) 

[5.802] 

0.000 

(0.402) 

[5.801] 

0.000 

(0.394) 

[5.701] 

0.000 

(0.399) 

[5.758} 

0.000 
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External 

Environmental 

Orientation 

(0.074) 

[1.120] 

0.264 

(0.810) 

[1.252] 

0.212 

  

 

r 
2 

 

 

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 brackets and 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 internal environmental orientation (5.758) have 

a strong, positive and significant relationship with corporate environmental strategy. 

 When linear regression is run by taking marketing environmental strategy as dependent 

variable and corporate environmental strategy as independent variable, these two variables 

show a strong positive and significant relationship. The R
2 

of the regression model is 

(0.568). The F statistic is (179.405) and p value of the model is (0.000). The results of the 

regression model are shown in table 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 

Environmental 

Strategy 

R
2
 F value 

 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 emerging from this study is that public concern and regulatory forces 

which, according to previous researchers, are the major antecedents of corporate 

environmentalism have no significant relationship with either corporate or marketing 

environmental strategy of the organizations in Pakistan. Corporate environmental strategy 

has the weakest relationship with public concern. According to findings by Banerjee, Iyer 

and Kashyap (2003), environmental marketing strategy shares a significant path with 

public concern, and the existing empirical findings (Henriques and Sadorsky, 1996; Miles 

and Coven, 2000: Maignan, 2001) also support the fact that the public is  one of the major 

factors in success, as the reputation of a company is important in profit seeking, and 

environmental marketing is a significant component of a firmôs reputation (Maignan, 

2001). These results are probably due to the educational level of the public and economic 

conditions in Pakistan. The public is not very aware of the impact of  organizations on their 

natural environment. The literacy rate of Pakistan is 47% which includes the majority who 

can only write their name; this is the biggest reason why public concern has the weakest 

relationship with both corporate and marketing environmental strategy. According to 

Maxwell, Lyon and Hackett (2000, pp. 613) ñwhen it is costly for consumers to organize 

and to influence the political process, firms can match the net utility consumer expects 

from regulatory controls with a lower level of voluntary controlò. But in Pakistan the firms 

donôt have to face regulatory control. The government of Pakistan does have 

environmental protection laws but there are no strong checks and balances on the 

organizations. This is the reason why management doesnôt consider both public and 
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regulatory forces as influential factors behind corporate and marketing environmental 

strategies. 

When the management of an organization perceives that environmental protection is an 

important part of their corporationôs identity, they may not need formal environmental 

controls (Sharma, 2000). This study also shows that top management commitment and 

internal environmental orientation of management have the strongest positive and 

significant relationship with corporate environmental strategy. It has been observed that 

environmental issues become harder to disown when they become an important part of the 

corporate identity (Weick, 1988).  Corporate environmental strategy is influenced by the 

internal forces i.e. the management of the organization and the leadership, but not to the 

external forces like regulatory forces or public pressure. 

The environmental marketing strategies of an organization are derived from environmental 

corporate strategies; these corporate and functional level strategies are significantly 

correlated with each other. As the major stakeholder groups, including public or 

government (regulatory forces), have no significant relationship with environmental 

corporate strategy,  they are also not the forces behind environmental marketing strategy.  

Specifically, in Pakistan, environmental marketing strategies are the result of the 

environmental corporate strategies. When the firms donôt formulate any corporate 

environmental strategies, they donôt do any environmental marketing. Out of four 

organizations only one organization did environmental marketing:  Pakistan State Oil 

which markets its green diesel. 

 Corporate environmental performance and profitability are linked with each other, and it 

really pays to be green (Russo and Fouts, 2007).  The environmental strategies of many 

organizations in Pakistan are results of commitment of the top management and are in the 

form of voluntary control.  According to Hemingway and Maclagan (2004), managersô 

personal moral values regarding corporate social responsibility may have an influence on 

initiating or changing a specific project to inspire other employees and show that they can 

make a difference. In Pakistan the internal environmental orientation of  management and 

commitment from top management are the major factors behind the environmental 

strategies of  organizations. 

The identified variable effect on environmental corporate strategies and the effect of 

corporate environmental strategies on environmental marketing strategies are given in the 

following figure. 
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Figure No 2 
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The declaration by some legal theorists that national sovereignty has been replaced by the 

emergence 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 abandonment 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 

sovereignty 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 

ñLexiconò for definitional references to legal terminology).  International jurisprudence is 

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 characteristics 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 widespread cross-cultural 

agreement regarding ethical business 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 legal regulation, the ñdevil is in the detailò and when considered, 

these critical facts 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 the mechanism 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 scale, the internal political, social, and economic forces at work within the 

nation state contribute to the voluntary determination, the choice, to 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 government.
2
  Thus, 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 voluntary accession to 

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

international rule benefits the stateôs self-interest and is otherwise consistent with the 

varied internal domestic interests which do not block consent to its implementation.
3
   

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 involving the 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 sector.
4
  It offers support for the articleôs 

conclusion that the acknowledged benefits 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 computer 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 

national 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 nationôs conception of internal civil rights. 

 

The treaty provisions in the Convention aptly illustrate the application of the sovereignty-

based legal harmonization 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 behaviors 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 

land.  They do not ñtrumpò the constitution but they are the equivalent of acts of Congress. Sovereignty is 

thus a constitutionally 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 diminish its global utilityéthe other side of the proverbial deconstructionist coin.  Indeed, 

classic political theory recognizes that ñthe more actors there are within a political system with authority to 

block the enactment of policyðknown as veto pointsðthe more likely existing policies are to be 

maintained...[reducing] the credibility of any [governmental promise] to adopt political or economic 

reformséò  Frieden &Lake, 2005. 
4
 It is not the only such initiative.  The recent promulgation of U.N. Global Compact, Principle 10 is an 

agreement that nation states will refrain from engaging in forms of bribery and extortion in international 

commerce as ña way of doing business.ò  However, the Compact remains somewhat ambiguous and 

aspirational in its language.  It is more in the nature of an ethical principle as opposed to defining substantive 

offense conduct. United Nations Global Compact, 

www.unglobalcompact.org/AboutTheGC/TheTenPrinciples/anti-corruption.html (accessed March 9, 2008). 

http://www.unglobalcompact.org/AboutTheGC/TheTenPrinciples/anti-corruption.html
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This article concludes that national comfort in the stability of the organizing principles of 

state sovereignty promotes treaty accession 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 are implicated. 

 

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 they 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 cooperation in 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 of a 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 in 1600 from Queen Elizabeth I creating the East India Company, sovereign nations 

have historically responded to economic global commerce based upon principles of 

economic self-interest 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 competitive market 

advantage.
5
 

 

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 that voluntary global legal cooperation 

would flourish in the modern world in the absence of significant limitations on institutional 

form and substantive rule-making authority, grounded in the juridical model of legal 

harmonization. Legal harmonization provides a functional 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 specifically formulated to protect state sovereignty (Conforti, 

1993). 
6
 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 co-operation in the sphere 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. 

                                                 
5
 Krasner might call this ñorganized hypocrisyò where countries will rhetorically endorse the normative 

principles or rules associated with sovereignty which nations will frequently not adhere to when it is in their 

own best interest to engage in different forms of functional behaviors.   
6
 Confortiôs conclusion that the proliferation of international legal norms over the last forty years had not led 

to corresponding developments in international judicial decision-making or corresponding enforcement 

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

under the sovereignty-based model of legal harmonization.  First, international law is 

technically and legally unenforceable. It requires voluntary compliance and voluntary 

accession to the jurisdiction 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 legal harmonization in implementation. Third, countries are ñfree to leaveò or withdraw 

from the treaty whenever accession falls into national disfavor.
7
  Finally, not all nations 

agree to all international rules. Autonomous states pick and choose treaty participation 

based upon necessity and self-interest.  Even where nations agree to a particular treaty, 

each signatory may assert ñreservations,ò or the choice not to comply with a discrete treaty 

provision.  Thus, without consideration of these four critical 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 

overreaching. At a minimum, it is a failure of analytical methodology (Ratner & Slaughter, 

1999). 
8
 

 

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 content and 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 fit neatly into 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 when the long term 

                                                 
7
 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 appropriate 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 decide these treaty issues. However, in recent years, 

after the ICJ repeatedly declared the United 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 the treaty.  

8
 Ratner & Slaughter, 1999. We should not pay lip service to the recognized ñlink between a legal theory and 

a legal methodéone between the abstract and the applied.ò Also citing Hans J. Morgenthau, Positivism, 

Functionalism, and International Law, 34AJIL 260, 261 (1940).  Morgenthal underscores the importance of 

ñ[reconciling] the science of international law and its subject matter.ò  The proposals favor applying the 

theoretical and abstract to the particular concrete problems faced in the international community.  I am not 

suggesting that theoretical 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, where international 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 school of thought 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 simply part of an 

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 in multilateral 

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 offering flexibility 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 of substantive 

international law enforcement outside of the field of human rights violations.  Frankly, 

there hasnôt been much of it to write about until the recent growing international crisis 

occasioned by the lightening fast development of technology and the attendant 

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 definitions of offense conduct. 

Here, sovereignty sticks out like a ñsore thumb.ò  Each nation has very clear and distinct 

views about what constitutes criminal offense conduct and about what constitutes protected 

civil rights based on these pronounced social, cultural, 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, section 1, that its own 

organizational structure ñis based on the sovereign equality of its membersò (Charter, 

1945).  Sovereignty can be defined variously by the application of both generic definitions 

(Stacy, 2003)
9
 and by the internal political and legal systems that define the unique 

characteristics of sovereignty for that particular nation state (Locke, [1679-80] 1988).  

Scholars generally agree, at a minimum, that sovereignty is the authority and domination 

exercised by a state over its affairs that occur within its own discreet or well-defined 

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).  Another scholar, Stephen Krasner, recently offered a more 

elaborate definition, delineating four different types of sovereignty that co-exist at some 

level in each nation: legal sovereignty, interdependence sovereignty, domestic sovereignty 

and Westphalian sovereignty (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. 

                                                 
9
 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; and a Lockean account, which 

includes these characteristics but also includes the obligation of the sovereign to protect its citizensô private 

property interests.  Parenthetically, Stacy argues for the creation of a third account: Relational Sovereignty, 

which broadens the stateôs responsibility to its citizens on a global level and mandates engagement in 

responsible governance vis-à-vis, world human rights.    
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(Weismann, 2006). It is a process by which international law is placed into lockstep with 

the unique 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 nation state, much 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 such factors 

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, cannot be extinguished except by force. While 

Article VI of the United States Constitution includes treaties as the ñsupreme law of the 

land,ò treaties do not trump either the highest authority which is the constitution itself or 

the form of sovereign government created 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 has made this point eminently clear: 

 

 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 Constitutioné [No] agreement with a foreign nation can confer power on 

 the Congress, or on any other branch of government, which is free from the 

 restraints of the ConstitutionéIt would be manifestly contraryélet alone alien to 

 our entire constitutional history and traditionðto construe Article VI as permitting 

 the United States to exercise power under an international agreement without 

 observing constitutional prohibitions.
10

 

 

Accordingly, sovereignty in a constitutionally based system is not the governmentôs to give 

up or to negotiate away or to reinvent. 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 global environment is best explained by a sovereignty-based 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 constitution 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 of international 

behavior.  

 

Additionally, inbred jurisdictional limitations attendant to the formation of  international 

legal institutions and the inability to enforce international law or meaningfully punish 

                                                 
10

 Reid v. Covert, 354 U.S. 1 (1957) at 5-18. 
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nation state law breakers provides even stronger rational for the sovereignty-based legal 

harmonization model.  Consent of the governed, the centerpiece of the Lockean model of 

sovereignty, (Locke, [1679-80] 1988), is seen nowhere more clearly than in multilateral 

treaty participation and consent of any signatory 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 binding 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 paradigm 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 complete discretion 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 to achieve 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 may use the 

same words to describe a substantive crime such as, ñbriberyò or ñfraud,ò but the 

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 safety standards as 

non-tariff barriers to engage in economic protectionism.
11

  Thus, 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 those standards 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 agree to 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 domestic legal institutions 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 Convention, 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 and non-participating 

countries.  Sovereignty rears its head once again.   

 

Why Study the Convention on Cybercrime? 

                                                 
11

 See, e.g., In the Matter of Cross Border Trucking, No. USA-MEX-98-2008-01 (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. And, the problem 

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 views cybercrime as a species of organized crime that ñis a threat 

to human rights, democracy and the rule of law.ò The report observes that cybercrime is 

represents the ñfastest growingò category of crimes in many countries. (CoE Report, 2004).  

In a recent report prepared by the Belgian Federal Judicial Police, the statistics 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 global relations: 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 multilateral 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 functional 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, unauthorized access 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 awaiting 

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 resistance and opposition are in 

large part grounded on the belief that accession to international criminal governance in the 

area of cybercrime is an infringement on businessesô privacy rights.  Indeed, the 

commission of acts of cybercrime typically involves highly confidential 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 regulation in their 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 different light 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 business 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 

liberties of 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 perpetrators to justice. 

 

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 criminal regulation 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 criminal penalty, is hardly that clear.
12

 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 where the 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 mean that multilateralism cannot exist in the realm of international criminal 

regulation. Exercising sovereign prerogatives, states balance the need to participate in 

global anti-crime initiatives with internal privacy concerns through the application of 

harmonization 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 case in the 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 the minimum standards outlined in the Convention. Convention 

harmonization was accomplished through the use of ñfederal clauseò reservations which 

allow for variations between domestic law and Convention obligations, permitting parties 

to ñmodify or derogate from specified Convention obligationsò (Powell, 2003).  The U.S. 

asserted six such reservations at the time of signature.  

 

However, wide-spread global implementation has been delayed by the inability of 

domestic partners and signatories to speed up the process of 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: Global Businessesô Best Kept Secret: The Proliferation of Cybercrime 

                                                 
12

 For example, tax evasion is not recognized as a crime in Switzerland.  As a result, Switzerlandôs Bank 

Secrecy Act prohibits the disclosure of banking and other business records to any foreign power seeking the 

information pursuant 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 determinative factor.  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 business organizations (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 in the Irish business community were ñvirtually universal.ò In 

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 single incidents 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 productivity 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 pervasive 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. Of those reported, 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 least, the 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 cyber breaches. 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 

estimates (FBI 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 businessesô best kept secret.  Not surprisingly, companies donôt 

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 (Parliamentary 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 of non-reporting. 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 these circumstances.  Second, the 
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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 public is once again 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 takes on 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 

happen electronically 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 purely by accident. 

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 to 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 Assistant Secretary of 

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 multilateral cooperation, he 

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. Until recently 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 non-members.  While forty five nations chose to participate, the 

implementation of needed international reform through final domestic ratification of the 

treaty has become an exercise in international foot-dragging (CBS News, 2004). Nations 

who were willing to sign and express 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 business and public 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 potential side effects of the ñcureò against the pervasiveness 

of the ñdiseaseò is the decisional dilemma faced by global business. But this kind of 

decision making exercise, considering the cost effectiveness of business solutions, is 

typical of the daily dialogue in corporate board rooms. Predictably, the present delay in 

implementation of international safeguards will result in businessô least cost-effective long 
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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 investigation and 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 becoming an international pandemic. 

 

So, why donôt nations do what is in their own best commercial interests and actively 

support a unified global and multilateral response to cybercrime prevention?  Why is the 

global cure perceived to be a more serious threat than the 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 the right 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 distrust trumps a unified global response.
 13

  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 treaty-based framework that imposes three necessary 

obligations on the participating nations to: enact legislation criminalizing certain conduct 

related to computer systems; create investigative 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; and, create a regime of broad 

international cooperation, including assistance in extradition of fugitives sought for crimes 

identified under the Convention. As 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 legal definition 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 computerized 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 treaties, synchronized 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 authority 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 does so through 

the use of the sovereignty-based 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 circumscribe each power and procedure 

provided for in the Convention, Article 15 of the treaty was drafted to provide ñthe 

common standards or minimum safeguards to which Parties to the Convention must 

adhere.ò These standards or minimum safeguards arise pursuant to the obligations that a 

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; the 1966 United 

Nations International Covenant on Civil and Political Rights; and ñother international 

human rights instruments, and which shall incorporate the principle of mandates that a 

power or procedure implemented under the Convention shall be proportional to the nature 

and circumstances of the offenseò (Convention, 2001). 

 

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 methods of interception taken with respect to the wide variety of 

offenses. The accompanying CoE Explanatory Report specifies the mandatory procedural 

privacy safeguards ñas [those] appropriate in view of the nature of the power or procedure, 

judicial or independent supervision, ground justifying the application of the power or 

procedure and the limitation on the scope or duration thereof.ò The bottom line is that 

ñ[n]ational legislatures will have to determine, in applying binding international 

obligations and 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 harmonization is found in the UK. The 

UK passed the Police and Justice Bill 2006 which contained amendments to its existing 

anti-cybercrime legislation, The Computer Misuse Act of 1990. The amendments were 

intended to bring UK law in lockstep with the Convention and 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 UK amendments re-defined 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 concerning the possible 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 recommends that 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 partnership in 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 fit all. In response 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 U.S. and U.K. in their respective 

harmonization processes involving the Convention. In LDC regions where less developed 

ñe-nationsò have yet to even define cybercrime as criminal conduct or formulate policies to 

protect commercial development from unwarranted intrusion, reactive domestic legislation 

will be required.
14

 The treaty cannot be functionally integrated into a domestic legal 
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 The United Nations Economic and Social Commission for Asia and the Pacific (UNESCAP) adopted a 

Draft Action Plan on Cybercrime and Information Security for the Asia Pacific Region [the ñUNESCAP 

Planò]. The UNESCAP Plan recognizes that few countries in the Asia Pacific region have appropriate legal 

and regulatory frameworks to meet the challenge of cybercrime. In fact, there is inadequate data in the region 

to allow for an accurate estimate of incidences of cybercrime. However, ñ[i]n the Asia-Pacific region the 

incidences of malicious attacks on the confidentiality, integrity and availability of computer data and 

systems, computer-related offenses such as forgery and fraud, content-related offenses such as those related 

to child pornography and intellectual property rights (IPRs) violations, are significant.ò 
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system where that system remains in the formative stage. Here again, the benefit of 

multilateralism, as a guarantee of domestic safety and 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 

ñCybercrime Communication Issued by the European Commission,ò emphasized the 

problem: ñ[w]ith the globalization of communications networks, public safety is 

increasingly dependent on effective law enforcement cooperation with foreign 

governments. That cooperation may not be possible, however, if a country does not have 

substantive laws in place to prosecute or extradite a perpetrator.ò (U.S. Dept. of Justice, 

2001). Thus, in a very real sense, international cooperation is limited to the particular 

participants and/or treaty signatories who have affirmatively 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 international prosecutive 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 historically 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 outweigh privacy concerns and perceived barriers to cooperation. 

Admittedly, the Convention is not perfect in all respects and leaves room for improvement. 

However, the proliferation of ñsafe data havensò for cybercriminals requires international 

cooperationéwithout it; the bad guys win at the expense of international business. 
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Lexicon: 

 

Constitutional Pluralism: "There is an emerging body of literature 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 constitutional sources which creates a context of potential 

constitutional conflicts between different constitutional orders to be solved in a non-

hierarchical manner.  Such context affects the role of courts and the character of judicial 

adjudication.ò Miguel Poiares Maduro, Advocate General, ECJ, Professor of Law, EU, 

Courts and Pluralism - Essay on a Theory of Judicial Adjudication in a Context of 

Constitutional Pluralism, http://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 philosopher, 

Jacques Derrida. ñ[Deconstruction] signifies a project of critical thought whose task is to 

locate and 'take apart' those concepts which serve as the axioms or ruleséò Derrida, J. 

1973. Speech and Phenomena. Trans. D.B. Allison. Evanston: Northwestern UP., 

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

Harmonization is the process of domestic adaptation by a sovereign nation of an 

international agreement into the domestic legal system through legislation or policy. 

Juridical refers to jurisprudence, legal rules or legal authority. 

Sovereignty is the authority and domination exercised by a state over its affairs that occur 

within its own discreet or well-defined territorial space. 

Treaty Implementation: ñSigning a treaty is the first in a series of steps that must ensue 

for treaties to be domestically implemented. Later steps in the process of treaty 

implementation often allow domestic actors to re-shape 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 

parties.ò Sanchez, Thania. Signatures and Slipknots: The Politics of Treaty 

Implementation, Paper presented at the annual meeting of the ISA's 49th ANNUAL 

CONVENTION, BRIDGING MULTIPLE DIVIDES, Hilton San Francisco, SAN 

FRANCISCO, CA, USA, March 26, 2008. 
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Abstract 

Commitment of employees to their organizations has been one of the central research 

issues in organizational study. Though many predictors of organizational commitment 

abound in the literature, much is however not known on how ethical behavior in the 

organization affects employeesô commitment. Considering the nature of insurance services, 

and high potentials for ethical dilemma in the industry, this study intends to contribute to 

organizational commitment literature by providing further understanding on the impact of 

corporate ethical values on organizational commitment 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 determinant of organizational commitment. With data from 

415 managers, collected through Huntôs et al (1989) Corporate Ethical Value and Huntôs et 

al (1985) organizational commitment scales, the results of the multivariate analysis were 

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). Given that employeesô commitment is necessary for desirable 

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 employers (Nussbaum, 1986; Mowday, 

1998), there is a need to re-examine 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 have endeavored to establish the antecedents of organizational 

commitment, and have come up with many potential variables. These antecedent variables 

have generally revolved around three broad categories: personal characteristics, 

organizational structure/characteristics, and work experiences/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). More 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 corporate ethical values (Hunt et al, 1989) in industries 

other than the insurance industry. It is argued here that researching the insurance industry 

will make interesting findings, given its proneness to ethical dilemma. Lastly, prior works 

have been conducted within 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 commitment literature 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 accomplishing these objectives, the 

remaining part of the study is organized as follows. First, a brief review of organizational 

commitment and corporate ethical values literature is considered, with a view to develop 

the theoretical framework and the research hypotheses. 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 discussed with managerial implications. The 

final section considers the limitations of the study and suggestions for further study, 

leading into the conclusion. 

Literature Review 

Organizational Commitment  

The question of what is organizational commitment and its determinants have generated a 

lot of arguments and disagreement among organizational behavior scholars (Meyer and 

Herscovitch, 2001; Bentein et al 2005; Solinger et al, 2008).  Notwithstanding the lack of 

consensus, there appears to be dominance of opinion that commitment sojourns along three 

main dimensions ï 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, Porter et al (1974) conceives organizational commitment as, ñthe 

relative strength of an individualôs identification with and involvement in a particular 

organizationò. Using stronger words, and apparently building on the Porter et. al. (1974) 

definition, Meyer and Allen (1991: 67) define affective commitment as, ñthe employeeôs 

emotional attachment to, identification with, and involvement in the organizationò.  

Continuance commitment, which is underpinned by the ñside-bet theoryò, is 

conceptualized as the tendency to maintain 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 engage in ñconsistent lines of activitiesò (p. 33) because of the perceived cost 

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 a strong felt moral obligation. In this instance, commitment 

is seen as ña function of internalized normative beliefsò (Wiener, 1982: 423). According to 

Wiener (1982; 421), organizational commitment can be viewed as, 

ñthe totality of internalized normative pressures to act in a way that meets 

organizational goals and interests.  

In drawing a distinction between the normative and continuance commitment, Wiener 

argued that as a personôs (i.e. employee) commitment becomes stronger, there will be a 

stronger disposition 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 they harbor strong beliefs that doing so is the 

ñmorally right thing to doò (normative commitment). 

Despite the differing conceptual views, the three components have generally been held to 

share a common trait, i.e. commitment is a psychological state (Allen and Meyer, 1990) 

that explains employeesô relationship with their organizations, and the attendant 

implications of decision to continue 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 committed, 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 commitment, and 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 evolved as earlier described (i.e. different 

psychological state), the measures (Affective Commitment Scale ï ACS; Continuance 

Commitment Scale ï CCS; and Normative Commitment Scale - NCS) identified in the 

literature as measuring each should correlate with work experiences 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 factor items under their corresponding 

constructs, the relationship among the three constructs however indicated that both ACS 

and NCS are significantly related while CCS did not correlate with either of the other two 

scales. Similarly, the results of the canonical correlation 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 commitment led the authors to opine that 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 their co-existence. On this basis 

Allen and Meyer (1990: 11) speculate, 

ñéas moral obligations are internalized to form personal norms, they influence 

individualsô feelings about what they want to do. Alternatively, to justify behaving 

in accord with their desires, individual may come to accept that their actions are 

morally rightò 

The finding that both affective and normative commitment shared some overlapped 

variance has also been confirmed by some studies (e.g. Ko et al, 1997; Powell and Meyer, 

2004), on account of which authors have questioned whether the two should be regarded as 

separate components (Ko et al, 1997; Meyer and Herscovitch, 2001), because as it were, 

ñfeelings of what one wants [affective] to do and what one ought [normative] to do, do not 

seem to suggest complete independence after all (Meyer and Allen, 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 unrelated (Meyer and 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, results in CCS 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 differently.  

Concerning the factorial structure of CCS, Meyer et al (1990) concluded that the two 

solutions obtained suggest the existence of two distinguishable cost-based commitments, 

and interpreted the differential relationships with the ACS as indicating differences 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 ACS and personal-sacrifice 

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 three-component model of 

organizational commitment, several later studies have called for a model refinement 

(Meyer and Herscovitch, 2001; Powell and Meyer, 2004) and even a complete disregard of 

organizational commitment as a three-component construct (Ko et al, 1997; Solinger et al 

2008). To the effect that empirical evidence has shown only ACS to have adequate and 

stable psychometric properties, the argument has been proposed that organizational 
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commitment be viewed as only having affective component ï a-one-dimensional construct 

(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 Porter et alôs (1974), Porter et alôs (1976); and Mowday et alôs (1979) conceptual 

definition, which conceives organizational commitment as ñthe relative strength of an 

individualôs identification with and involvement in a particular organizationò, which 

reflects three components (Mowday, 1998) ï ña strong belief in and acceptance of the 

organizationôs goals and values; a willingness to exert considerable effort on behalf of the 

organization; and a strong desire to maintain membership in the organizationò (Mowday et 

al, 1979, p. 226). 

Corporate Ethical Values 

It has been argued that an organizationôs ethical orientation can affect employeesô attitude. 

Since this study intends to investigate the impact of organizational ethical practices on 

employeesô work outcomes, it is considered important 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 implementation of an organizational profile identified by core values, which 

eventually becomes an integral part of the organizational mission. On the ethical 

dimension of corporate values, Hunt et al (1989; 79) theorized that corporate culture equals 

the aggregation 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 

órightô thing to do and the things óworth doingô. Such ethical values/standards have been 

held to enhance organizational success, if widely shared among organizational members 

(Keeley, 1983; Koch and Fox, 1978; Brown, 1976). 

Bommer et al (1987) in their theoretical model posit that the work environment can 

interact with several other factors to influence managersô decisions to either act ethically or 

unethically. The model identified corporate goals, stated policy and corporate culture as 

some of the organizational factors that can influence ethical decision-making. According to 

the authors, corporate goals can be short and long-term, with most companies emphasizing 

the short-term goals in terms of return on investment and profitability. They argued that 

when short-term goals are dominant in a companyôs outlook, there is high likelihood of 

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 goal is dominant in a firmôs short-term goals, which is interpreted 

that any impediment to this goal should be disregarded. In this regard, pressure from the 
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organization can be a significant factor in ethical decision-making (Ferrell and Gresham, 

1985). 

Both stated formal and informal policies are also shown as an organizational antecedent 

that can influence ethical decision-making (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, which sensitizes employees to the importance of ethical decision-making. 

Hunt et al (1989) posit that organizational values ñserve to convey a sense of identity to its 

members, enhance the stability of its social system, direct managersô attention to important 

issues, and guide subsequent decisions by managersò (p. 80). Using differential association 

theory
15

, Ferrell and Gresham (1985, p. 90), postulate that ethical/unethical behavior is 

learned in the process of interacting with persons who are part of intimate personal groups 

or role set. Thus the extent to which the learning process results in unethical behavior will 

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 peers in the organization 

can influence ethical/unethical behavior of managers, and hence, ethical decision-making. 

Organizational Commitment and Corporate Ethical Values 

Though several predictors of organizational commitment have been identified in the 

literature, few of these 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 authors theorized that ñwhen top managers create a corporate culture that 

emphasizes high ethical values, marketersô commitment to the organization will increaseò 

(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 decision-making.  

Several theories have been used to explain the relationship between organizational 

commitment and corporate ethical values. For example, person-organization fit, social 

identity, cognitive dissonance theory, organizational justice theory (comprising distributive 

and procedural justice) etc. Of these, cognitive dissonance theory is adjudged to be more 

relevant in achieving the main objective of this study. Both the cognitive dissonance 

theory, and another version of it ï balance theory are considered in this study. 

According to cognitive dissonance theory
16

, the individual usually exerts considerable 

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 perceived, this will lead to 

dissatisfaction (Viswesvaran et al, 1998) and employees would want to minimize this. The 

minimization could lead to withdrawal and resignation from the organization (Jansen and 

                                                 
15

 Citing Sutherland and Cressey (1970) 
16

 See Koh and Boo (2001) 
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on Glinow, 1985). Drawing inspiration from Heiderôs (1946) balance theory
17

, a version of 

cognitive dissonance theory, Viswesvaran et al (1998, p. 367) extrapolate that: 

ñIn a set of three entities ï individual and attitude towards two entities, if the 

individual is to have both attitude positive, then the two entities should 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 ethical behavior. It is likely that top 

managers reflect success in most organizations. Now, if there is a perception that 

top managers in an organization do not support ethical behavior, a dissonance 

results. This dissonance contributes to dissatisfaction with existing conditions in 

the work placeò 

What can be deduced from Heiderôs (1946) balance theory, and Viswesvaran et alôs (1998) 

extrapolation, using logic, which seems to have inspired Heiderôs postulation is that if a 

managerôs job causes him to behave unethically (due to pressure from superiors), and the 

manager does not like unethical behavior, 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 relationship between organizational commitment 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 his personal 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 greater job satisfaction is associated with stronger 

organizational commitment, and the higher the perceived level of organizational ethical 

climate, the higher the level of organizational commitment, and the lower the intention to 

leave the organization. 

Development of Research Hypotheses 

Porter et al (1974) identified three dimensions of organizational commitment in their 

affective conceptualization of commitment: (1) strong belief in and acceptance of 

organizationôs goals and values; (2) willingness to exert considerable effort on behalf of 

the organization; and (3) strong desire to maintain membership in the organization. The 

results of Weeks and Nantel (1992) seem to suggest that employees in firms with well-

                                                 
17

 Heider (1946, p. 107-108) postulates that ñAn attitude towards an event can alter the attitude towards the 

person who caused the event, and, 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 

similarò (p. 107). He further broke this into two hypotheses: (a) ñA balanced state exists if an entity has the 

same dynamic character in all possible respectsò. (b) ñA balanced state exists if all parts of a units have the 

same dynamic character (i.e., if all are positive or all are negative), and if entities with different 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 

reorganisation. If a change is not possible, the state of imbalance will produce tensionò (107-108).   
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communicated codes of ethics are more moderately successful and satisfied with their job 

(p. 757). Schwepker (2001) also empirically established that stronger enforcement of codes 

of ethics is positively related to organizational commitment (see also, Cullen et al 2003; 

Vitell and Davis, 1990; Koh et al 2004). Schwatz (2001) reported that one of the major 

reasons for not complying with codes of ethics was dissatisfaction with oneôs job (p. 254). 

Somers (2001) documented that firms with formal codes of ethics enjoy high level of 

employee commitment than firms without formal codes of ethics (p. 190). Viswesvaran et 

al (1998) empirically established that individuals who perceive the top management in 

their organizations to be supportive of ethical behavior are more satisfied with their jobs. 

Hunt et al (1989), in a survey of 1246 marketing professionals also found corporate ethical 

values to be significant and substantial predictors of organizational commitment. Given 

that ethical codes of conduct enhance ethical decision-making, positive work attitudes and 

higher levels of organizational commitment, 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 

H1:  There is a significant relationship between organizational 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 employees in the 

insurance industry are bound to their organizations. Again, it is proposed as follows, 

Hypothesis 2 

H2:  Corporate ethical values will be a significant determinant of organizational 

commitment.  

Control Variables 

Commitment literature has shown several 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 central to all 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 organizational 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 were re-coded into dichotomous variables. Age was 

re-coded as young and old; position in the organization to top management and lower 



Knowledge Globalization Proceedings Edition 2009 
 

Conference Papers and Remarks 2009 Page 71 
 

management; and length of service to short and long. Thus, hypotheses 3 and 4 are 

proposed. 

Hypothesis 3 

H3:  There is a significant relationship between age, length of service, position and 

organizational commitment. 

Hypothesis 4 

H4:  controlling for age, length of service, and position, corporate ethical values will be 

significant determinants of organizational commitment. 

Method 

Data Collection 

The respondents of this study were randomly selected through a multi-stage 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 

questions measuring organizational commitment and corporate ethical values, in addition 

to their demographic information. From the demographic information supplied in the 

questionnaires, 58% of those who responded were male managers, while 41% were female 

managers, indicating a slightly higher percentage of male to that of female respondents. 

The majority of the respondents were middle-aged (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 educated, with 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). Of the 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 qualification 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 worked for a minimum of 6 years (53%) for their organizations and 

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 practice in the industry. 

Reflecting the pyramidal structure of managers in any organization, the distribution of the 

respondent managers cluster around the first line and middle managers, with 45% and 41% 

respectively, while top managers only constitute 12% of the total sample. With regard to 

classification of respondents by department, the cluster revolved around managers in the 
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underwriting (36%), and marketing (21%) departments, while 12% and 3% were in claims 

and product development. The categories of those classified 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 

Organizational Commitment Scale 

The organizational commitment scale was developed by Hunt et al (1985) to capture the 

extent of managersô ópsychological bondô to their organizations, which invariably propels 

them to act in manners consistent with the organizational goals. The scale is one-

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 accept organizational goals and values, are willing to 

remain with the organizations, and are willing to provide considerable effort on its behalf 

(Mowday et al, 1979), the scale is utilized in this study to measure the proposition 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 unethical behavior, 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 

perceptions about the ethical work climate in such organizations on the basis of policies, 

practices, and procedures related to ethics (Victor and Cullen, 1988). To capture this 

construct, Hunt et alôs (1989) developed the corporate ethical value (CEV) scale to 

examine the possible impact of corporate ethical values on the level of managersô 

commitment to their organizations. This scale was also adopted in this study. 

Concerned with the broader issues of how organizations show interest in ethics and act 

ethically, CEV was developed with the intent of encapsulating three broad-based 

perceptions, namely; 
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 The extent to which employees perceive that managers are acting ethically in their 

organization. 

 The extent to which employees perceive that managers are concerned with the 

issues of ethics in their organization. 

 The extent to which employees perceive that ethical (unethical) behavior is 

rewarded (punished) in their organization. 

The scale was established as a one-dimensional scale by Hunt et al (1989) and shown to 

have high reliability.  

Scale items for both measures were measured on a 7-point 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 the instrument, both the commitment 

and CEV scale were subjected to factor analysis and reliability checks.  

Organizational Commitment Scale: The 4 items that made up this scale were factor 

analyzed using principal component analysis (PCA) with SPSS Version 15. Suitability of 

factor analysis for the sample was confirmed by a Kaiserr-Meyer-Olkin (KMO) value of 

.74, which met the minimum required value (.6) for factor analysis (Kaiser, 1970, 1974), 

while Bartlettôs Test of Sphericity (Bartlett, 1954) was highly significant (p < .000), 

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, explaining 54.2 of the variance. The 

inspection of the screeplot confirmed the one-dimensional nature of the scale. The results 

of the parallel analysis also supported this one-factor solution, which showed the only 

component having Eigenvalues exceeding the corresponding 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 to the one-dimensional nature of the 

scale, rotation of the factors could not be performed. 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 

compares favorably with earlier established ones (e.g. Hunt et al, 1985 - Ŭ: 0.85; Hunt et al 

1989 - Ŭ: 0.87; Vitell and Paolillo, 2004 - Ŭ: 0.79; Vitell and Hidalgo, 2006 - Ŭ: 0.79).  
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Table 1 

Unrotated Factor Loadings for Organization Commitment Scale 

Item Unrotated Factors
a
 

1 

1 0.81 

2 0.78 

3 0.75 

4 0.59 

a. 1 factor extracted through PCA 

Corporate Ethical Values (CEV) Scale: The 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 analysis. Bartlettôs Test of Sphericity (Bartlett, 1954) was also highly significant (p 

< .000). The correlation matrix revealed a reasonable number of coefficient values of 

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 this two-factor solution, 

which showed the 2 components having Eigenvalues exceeding the corresponding criterion 

values for a randomly generated data matrix of the same size. 

The two-factor solution explained a total of 67% of the variance, with Component 1 

contributing 36%,  and Component 2 contributing 31.5%. To obtain a clear interpretation 

of the components, Varimax rotation with Kaiser Normalization indicates a simple and 

clear structure (Thurstone, 1947), without any cross-loading 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 two-factor solution, even though some studies have validated 

the CEV as a one-dimensional construct (e.g. Hunt et al, 1989). The first dimension was 

labeled ótop management support for ethicsô, while the second dimension was labeled 

ómanagers are acting ethicallyô.  
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Table 2 

Unrotated and Rotated Factor Loadings of CEV 

Item Unrotated Factors
a
 Item Rotated Factors

b
 

 1 2  1 2 

1 0.24 0.85 1 0.05 0.88 

2 0.17 0.86 2 -0.17 0.88 

3 0.80 -0.11 3 0.80 0.07 

4 0.80 -0.24 4 0.83 -0.06 

5 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 0.78 was reported 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 two-dimensional scale, with Cronbach alpha values of 0.65 and 0.72 respectively. It is 

argued here that the two factor solution is consistent with the initial development of the 

scale (Hunt et al, 1984). The Hunt et al (1984) study used two scales to measure ethical 

problems in marketing (ethical problem scale and ethics-related top management actions 

scale), and these scales were combined in their later study (Hunt et al 1989) as a one-

dimensional scale (corporate ethical value scale ï CEV).  

The two-factorial solution obtained from the factor analysis of the CEV in 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 two-dimensional construct, using both exploratory 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 a one-dimensional scale, the Cronbach alpha value was 0.52 and 

the inter-item correlation matrix revealed some negative values indicating that the items 

were not measuring the same underlying characteristic.  

Descriptive Statistics and Correlations 

Descriptive statistics of the focal 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, all other 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, p < 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 are acting 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 

Descriptive Statistics and Correlations between Commitment and the predictor variables  

Construct              1               2              3                4               5               

6         Mean     SD     Ŭ     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(2-tailed)  ** p < 0.01(2-tailed) 

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 determinants of 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% of the explained 

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 commitment, 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, and it is not unlikely to have differing 

ethical standard between the two. 

Table 4 

Multiple regression analysis ï Model 1  

 Variable                                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 = 0.159, F = 39.87, Sig. of F = 0.000 

 

The result of the regression model 2, which was intended to assess the explanatory 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 support for ethics still remains the 

substantive negative determinant of organizational commitment. With these results, 

hypothesis 4 is fully supported. 

 Table 5 

Multiple regression analysis ï Model 2  

 Variable                                T value  Sig. of T. 

Organizational Commitment - Model 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
2
 = 0.014, Adjusted R

2
 = 0.007, R

2
 Change = 0.014, F = 17.368, Sig. of F = 0.000 

 

Organizational Commitment ï Model 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
2
 = 0.179, Adjusted R

2
 = 0.168, R

2
 Change = 0.165, F = 17.364, Sig. of F = 0.000 

 

Discussion and Managerial Implications 

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

affect employeesô level of commitment (Hunt et al, 1989; Valentine and Barnett, 2003). 

For example, while the professionals who constituted subjects in the current study and that 

of Hunt et al (1989) differ, the level of explained variance was, however, comparable. In 

Hunt et al (1989), a R squared value of 0.17 was reported as the amount 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 only variable that uniquely contributed to 

explaining the variance in organizational commitment. 

Though age, length of service (otherwise called tenure in prior research), and position are 

used here only as control variables, the results obtained are not far from those in 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).   

Though the results indicate corporate ethical values as a substantial significant determinant 

of organizational commitment,  how does one 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 relationships 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 

ómanagers are acting ethicallyô dimension suggests that respondents perceived that their 
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peers in the organization are concerned about ethical practices, and did 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 subordinates. As 

suggested by scholars, top management could only be ñtalking the talk and not walking the 

walkò. This means they actually talk about ethics but fall short in practicing its ideals. 

While study has shown that a high percentage of these insurance companies do have codes 

of ethics (Obalola, 2008), this might just simply be a case of window dressing, while the 

codes largely remain unenforced. As proposed by Peterson (2003), notwithstanding ñthe 

widespread adoption of ethics codes, management in some organizations may be inclined 

to pressure employees to compromise their personal ethical standards when the results 

benefit the organizationò (p. 568).  

To the extent that corporate ethical values significantly enhance employeesô commitment, 

one of the practical implications of these findings is that organizations that desire positive 

organizational outcomes, must consciously promote high ethical conduct by 

rewarding/sanctioning ethical/unethical behaviors. Top management must particularly 

serve as a referent group in the organization if such desirable outcomes are to be attained. 

As observed by Hunt et al, ñtop managers should define, refine, evaluate, communicate, 

and thus institutionalize the ethical principles underlying their policies, practices, and 

goalsò (p. 88). 

Given that loyal employees are instrumental in developing higher quality customer 

relationships, thus fostering higher customer loyalty (Reichheld
18

, 1996), the leadership in 

the industry might be shooting itself in the leg if it falls short of institutionalizing high 

ethical standards, 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 concluded recapitalization 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 followed in administering the research instruments, and the 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 obtained in this 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 shares similar traits with 

insurance. Further studies might be necessary to replicate 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 be included in future research to ensure more robust findings. 

Driven by paucity of research and empirical evidence on the possible effects of 

organizational ethical values on organizational commitment in the insurance industry and 

developing countries, this study 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 ethical values still remain a substantive significant predictor of 

organizational commitment. The findings led to the conclusion that if the Nigerian 

insurance industry desires positive organizational outcomes that are associated with 

organizational commitment, concerted effort must be made to institutionalize and promote 

high ethical standards, which meet the 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 overall introductory 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 an overview to the 

whole topic, raising awareness not only of the future demographic transition, 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 for the 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 society of Europe are 

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 differences in more detail with regard to France and Italy, as this provides 

a good picture about the impacts of national behavior on demographic change. 
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The goal of this paper is to draw attention to the future challenges which will be faced by 

European society within the next decades, and the possible role that the EU (Commission) 

and the OSCE EE can play in this field by creating the Task Force on Human Capital. 

Introduction  

The aim of this paper is to visualize and explain the present and future demographic 

challenges of Europe because of negative population growth caused by a decreasing 

fertility and mortality rate and the resulting population ageing.  

Research need 

There are numerous publications that analyze the worldôs population growth rate and 

formulate different scenarios about the future challenges Europeans will face with regards 

to the growing world 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 very important 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 demographic challenge 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 its countries. 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 Central and 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 systems and 

higher living standards resulting in decreasing mortality rates. Additionally, most countries 

face imminent or anticipated population decreases. Considering the diversifying migration 

flows in Europe, it is obvious that the European population will face tremendous 

challenges in the future. 

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 consequences. 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 governments aware of this 

demographic evolution, it is essential to introduce adequate policy responses to overcome 

the threat of the dying-out of a whole population as well as serious macro-economic 

damages caused by huge deficits in public pension schemes.  

It is essential to highlight the importance of pro-birth 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 rates. In this context, 

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 national labor market, as mainly young and high-skilled 

people emigrate (brain-drain). 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 social security 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 many areas 

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 raise awareness of the current population change in Europe, it is essential to stress the 

important changes in European 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 grand detail). 

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 population ï natural growth and overall growth. 

Natural growth represents the births and deaths in a countryôs population and does not take 

into account migration. The overall growth rate also considers migration. (Rosenberg, 

2006a, n.p.a.) 
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Another term is the net increase of population, which consists of the current birth-rate plus 

eventual immigration/naturalization, 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. (Rosenberg, 2006a, n.p.a.) 

As visualized in Figure 1, the population of the 27 member states of the EU is declining 

steadily. While the originally EU-15 member states have a population growth rate of ï

2.65% from 2003 until 2050, the rate further declines with the enlargement of the EU by 

the last twelve new member states. Bulgariaôs population, for instance, is expected to 

decline by 33.46% from 2003 to 2050. (Bajrektarevic, 2005b, pp.1,2) 

The decline of the European population growth is thus entirely related to the decrease in 

natural growth. The annual number of births dropped from more than seven million in the  

 

middle of the 1960s to less than five million in 2004. During the same period, the annual 

number of deaths, 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 EU-27. Since the start of this millennium, more 

than 75% of the total population growth in the EU-27 is due to net migration. (European 

Communities, 2004, Population Statistics) 

 

Figure 1: Population EU-27 from 2003 until 2050 

Source: Bajrektarevic, 2005b, p.2 
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Also when considering the European states ï non EU members one can see in Figure 2 a 

negative population growth rate of ï0.39%. (Bajrektarevic, 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 immigration or emigration. 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 and Social Affairs, todayôs 

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) 

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

Source: Bajrektarevic, 2005b, p.2 
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Figure 3: Evolution of the population of Europe by broad age groups 

 Source: UN Population Division, 2007b, p. 4 

 
Figure 4: The Worldôs 20 ñOldestò Countries and the United States, 2004;  

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 in Figure 4, among the Worldôs 20 ñoldestò countries there are mostly 

European states. More than 19% of Italyôs population, for example, is aged 65 or older, 

making it the worldôs ñoldestò country. (Kinsella, Philips, 2005, p.7) 

The reason for this evolution is the transition from high mortality and 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 process of population ageing, 

due to the significant reduction of mortality and fertility.  

This demographic transformation will profoundly affect the health and socio-economic 

development of all nations. Population ageing may also be seen as a human success story ï 

the triumph of public health, medical advancements, and economic development over 

diseases and injuries that had limited human life expectancy for millennia. Research and 

development in todayôs medical practices and a higher standard of living result in longer 

survival, which leads to a higher amount of older/retired people. Additionally, 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 a rejuvenation of the 

populationôs age structure. This would of course be a very good concept for the current 

status in Europe. However, partly in response to these changes, the evolution continued 

with a decreasing fertility rate because parents realize that they can 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 triggering 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 (baby-boomers generation) to 1.5 in the late 1990s ï crossing the 2.1 population 

replacement ratio in about 1976. (UN Population Division, 2007b., p. 1) 

Population Pyramids 

One of the most important demographic characteristics of a population is its age-sex 

structure. Age-sex pyramids, also known as population pyramids, graphically illustrate the 

age and sex distribution of a given population in order to improve  understanding and ease 

comparison. (About.com, 1997).  

Population pyramids display the percentage or actual amount of a population separated in 

gender and age. The five-year age increments on the y-axis allow the pyramid to reflect 

both long-term trends in the birth and death rates, and short-term baby-booms, wars, and 

epidemics. (Ibid.) 
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There are three key types of population pyramids:  

- Rapid Growth  

The Philippines is a typical example for a triangle-shaped pyramid and reflects a high 

growth rate of about 2.0 % annually. (U.S. Census Bureau, 2008) 

- Slow Growth  

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

reflected in the more square-like structure of the pyramid. Note the lump in the pyramid 

between the ages of about 40 to 55. This large segment of the population is considered the 

post-World War II "baby boom." As this population ages and climbs up the pyramid, there 

will be a much greater demand for medical and other geriatric services in the future. 

(About.com, 1997) 

Figure 5: Population Pyramid of the Philippines: 2008 

Figure 6: Population Pyramid of the United States: 2008 
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- Negative Growth  

Romania is experiencing a period of negative growth (-0.1% in the year 2008). As negative 

growth in a country continues, the population is reduced. A population can shrink due to a 

low birth rate and a stable death rate. Increased emigration may also be a contributor to a 

declining population. (Ibid.) 

Population pyramid of the EU-27 

In the population pyramid of the EU-27, each bar corresponds to the share of the 

population at that age, by sex, in the total population.  As  Figure 8 shows, the population 

for the EU-27 continues to age. The 2008 population pyramid appears more as a rhomboid 

due to the baby-boomer generation of the 1960s, which is significant on account of their 

size. In the forthcoming decades, the high number of ageing baby-boomers will swell the 

number of elderly. Thus, this population pyramid for the EU-27 shows how the baby 

boomer bulge is moving up while the middle part (working age population, ages 20 to 64) 

and the base (ages 0 to 19) of the pyramid are projected to narrow considerably by 2060. 

Figure 7: Population Pyramid of Romania 2008 
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 Figure 8: Population Pyramids, EU-27, 2008, 2060 

 Source: Eurostat, 2008, p.3 

The two factors, i.e. a negative population growth rate and the process of population 

ageing, have an important impact on European society. Besides the fact that the baby-

boomers generation is moving up in the population pyramid, the whole pyramid is getting 

thinner as the amount 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 adequate pension system and enable 

workers to look ahead for provisions for oneôs older age in order to preserve the previous 

living standards after retirement. In more detail, replacement rates show the level of 

pensions as a percentage of previous individual earnings, at the moment of take-up of 

pensions. This includes public and private pension schemes, as well as the impact of taxes, 

social contributions and non-pension benefits that are generally available to pensioners. 

Replacement rates rely on specific assumptions on the key economic and demographic 

parameters that are essential for the calculation of future earnings and benefit entitlements. 

The calculation of a ñbase caseò scenario, in which theoretical replacement rates for 

hypothetical workers with average earning and career profiles, are calculated, reflect 

current situations and institutional frameworks. In this calculation, previously enacted 

pension reforms have to be considered. (The Social Protection Committee, 2006, p. 3)  


