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Abstract: This is an opinion paper based on a literature review in the field of business
ethics. Internationally, business ethics has been a maturing discipline since the 1970's,
while in Hungary, with a few prominent exceptions, it has been a largely neglected subject
in the business and management discourse. It is argued that these domains cannot be
value-free, and issues related to Hungarian business culture could be addressed by placing
a greater emphasis on ethical implications in research and education on these fields.
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Introduction

Business ethics as a concept was an oxymoron a few decades ago [7] but in the
last two to three decades there has been a growing interest in the academic
literature about concerns of ethicality in business. The large corporate scandals,
such as those of Enron, WorldCom, Volkswagen and many others have seemingly
attracted interest from researchers globally, as they are very often referenced in
high quality journal articles and books in the now established field of business
ethics [9].

In mainstream economic schools, business is often thought of as value-free [26];
this is perhaps best illustrated by the so-called Friedmann doctrine: the business of
business is business [12]. However, prominent scholars have argued that business
at the very least needs to have ethical considerations, but it should rather be
fundamentally based on ethical principles [34]. Having studied in business schools
in my graduate and undergraduate studies, | have witnessed how the mainstream
approach provides the foundation of business education in Hungary, and how
people with such education become fundamentally resistant to propositions that
question this foundation. This can be a problem though, especially in a society
where the institutions of the market economy are not well established, and the
purely self-interested behavior of the supposedly rational economic agents can
lead to socially undesirable outcomes for all.



In this essay, | argue that there are some serious problems that can be considered
as cultural phenomena in Hungarian business life and increasing activity in
business ethics education can be one way to start addressing these issues. | first
give an overview about business ethics in an international context, then I turn to
the concept of culture in business, focusing on a problem-centered approach in
trying to decipher Hungarian business culture, and then | present my arguments
for placing more emphasis on business ethics in business schools.

1 Business Ethics

In this section | discuss what business ethics is, using the conceptual framework of
De George [7]. De George identifies three separate strands of how this term can be
understood. The first is a general “ethics-in-business”, which means thinking
about moral issues related to business. This is something that has existed way
before business or even economics became accepted disciplines, and its two
somewhat separate branches are grounded in philosophy and religion. The second
strand is business ethics as an academic discipline, and the novelty in this strand
that started to develop in the 1970’s was that it aimed to study ethical issues in
business in a systematic way. The first branch of this is the normative approach,
based on using philosophical frameworks to understand and address the ethical
issues, while the second branch is descriptive, based on social scientific approach.
The third strand can be understood as the incorporation of ethics to business, and
it refers to regulation of issues with high moral content. This can take the form of
government regulation, codes of conduct, ethical boards, ethics officers, ethical
training programs, but we can also list the institutionalized corporate social
responsibility (CSR) of corporations as part of this strand. This classification of
business ethics is illustrated on Figure 1.

business ethics

b thics-in-businesy academic incorporation of
discipline lethics to businesy
groundedin normative | | codified
religion approach corporate ethics
groundedin descriptive | |
philosophy approach corporate CSR
L] rules &
regulations
Figure 1

The classification of business ethics, based on De George (2006) [7]
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In this essay, | use the concept of business ethics to refer mostly to the second
strand described by De George [7], although | believe that these strands are also
highly intertwined, and there are overlaps between them. Business ethics thus can
be defined as an enterprise that deals systematically with moral issues in business
and is different from mainstream business and economic schools in its basic
axioms. Within this enterprise there are two generally distinct approaches, a
normative/critical and a social-scientific/descriptive approach [10]. The former is
usually more theoretical, being close to applied ethics in philosophy while the
latter is empirical with strong ties to cognitive and behavioral psychology. In this
sense business ethics does not have an established paradigm, as defined by Kuhn
[21] and its two distinct approaches can be understood as research programs as
defined by Lakatos [22].

The Business Ethics entry in the Stanford Encyclopedia of Philosophy provides a
good overview of the normative approach to business ethics [23]. This branch of
business ethics deals with the moral agency of corporations, the ends and means of
corporate governance, the relationship between firms and their customers, firms
and their employees, and firms and their environment. Also, there are different
philosophical frameworks that are applied to assess these issues, such as
Aristotelian virtue ethics, Kantian deontology, Rawlsian view of justice as fairness
and also utilitarianism that is interpreted in a much broader sense than in the
mainstream business discourse.

An earlier review by Trevifio et al. [29] and a more recent one by Tenbrunsel &
Chugh [28] summarize the most important themes in the descriptive branch of
business ethics that is also referred to as behavioral ethics. One subject here is the
self, and specifically how individuals view themselves in relation to ethics and
morality. Key concepts in this line of research include self-threats, moral
disengagement, depletion and the slippery slope of unethical behavior. Another
topic is the intentional and unintentional nature of unethical behavior, that is built
on the dual-process model of human cognition. The question here is not whether
unintentional ethical behavior based on automaticity exists, but how this can be
mitigated. Ethical and unethical behavior is also influenced by one’s environment,
be it social relationships, organizations, or economic factors.

Has the proliferation of business ethics, as a scholarly discipline contributed to
making business globally more ethical? Brenkert [5] argues that this is not
necessarily the case, and that the ever-present ethical problems of business remind
us, that the impact of business ethics research on practice has been limited. He
points out that there is a large gap between norms formed by the academic
business ethic community and the majority of practitioners doing business. It is
especially difficult to achieve results on a global scale, since there are no globally
accepted moral standards of conducting business. However, corporations that
dominate the world of business, can have a negative impact through propagating
“unethics” [35], but they can also have a positive impact by disseminating positive
norms and values as described by Witzel [33]. Witzel argues that following high



ethical standards is ultimately beneficial for firms and encourages leaders to
embed ethics as a fundamental basis of their organizations.

2 Hungarian Business Culture

The role of culture in business as a research topic is also relatively young, with the
most cited scholars of the domain having written their groundworks in the 1980°s
and 1990’s. Studies about culture can be divided into two larger categories, the
first looking at the micro level, with organizational or corporate culture as their
main subject (e.g. [8], [25]), and the second focusing on the impact of national
culture on business (e.g. [17], [30]). One way of understanding business culture in
Hungary is using the frameworks of the latter group, and | turn to this first.

The Hofstede model [7] describes 6 dimensions that best describe “the collective
programming of the mind that distinguishes the members of one group or category
of people from others” [17, p. 5]. The dimensions are power distance;
individualism versus collectivism; masculinity versus femininity; uncertainty-
avoidance; long-term versus short-term orientation; and indulgence versus
restraint. If we look at the data that is available about Hungarian culture based on
this model [18], we find that scores of individualism, masculinity and uncertainty
avoidance are really high, while power distance and long-term orientation scores
are average and the indulgence score is rather low. To put this into perspective,
other Eastern European EU member countries that went through the transition
from a planned economy to a market economy in the 1990’s (Czechia, Slovakia,
Poland, Romania, Bulgaria, Slovenia, Croatia) score similarly in several
dimensions, but they usually have a substantially lower score in the masculinity
and individualism dimensions. However, these findings have been challenged
from a methodological perspective, and other culture surveys have found
remarkably different results in some dimensions [11].

Trompenaars [30] has a similar approach, but uses different dimensions in his
culture  model: universalism versus particularism; individualism versus
communitarianism; neutral versus emotional; specific versus diffuse; achievement
versus ascription; sequential time versus synchronous time; and internal direction
versus external direction. Here, Hungary is rather universalist, neutral, specific
and achievement oriented, but again these results are disputed by other researchers
[11].

This descriptive information can be useful if we want to compare certain
countries, or if want to prepare a particular business measure in a certain location,
and we want to make sure that they are not completely clashing with some general
cultural trait in that location. For example, if the HR department of a multinational
company wants to introduce a 360-degree feedback system, it has to do that very
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differently in a country with high power distance compared to a country with a
low score in this measure. For my purposes in this essay, however, we need a
different approach of looking at culture. Definitions of culture often contain an
element that concentrates on how a community (whether it is a corporation or a
nation) solves its problems (e.g. [25], [30]). Based on this, I will continue with
focusing on problems that business in Hungary is facing.

Hankiss [13] discusses in detail the problem of social traps, and how they are
present in the Hungarian social, political and business communities. His level of
analysis is societal, but | believe that it resonates well with how businesses operate
in Hungary and has important implications on this level as well. Social traps are
self-perpetuating mechanisms that are out of the control of the community; they
are the consequences of the pursuit of narrowly defined self-interest by the
members of the community and they result in loss of welfare for the whole
community. The tragedy of the commons [14] is a perfect illustration of such a
trap, where it is the rational narrowly defined self-interest of each herdsman to
keep adding more animals to their herd while it is slowly but surely leading to the
degradation of the commons thus resulting in the loss of welfare for each
individual.

According to Hankiss [13] Hungary in the present is full of social traps that
prohibit welfare and growth for many. Historical heritage of Hungary is one of the
starting points, as there have been many decisions, behaviors, trends and traditions
that led to the constantly lagging development compared to Western Europe. Then
there is the lack of a clear mission or at least some sort of positioning on where we
want to be in the future. This has led to a general view in society, and in business
that we are playing a zero-sum game. If one wins, the other has to lose. And as we
have seen above, if the game is played this way, at the end everyone will be worse
off. One of the worst manifestations of this is rampant corruption.

Corruption, if narrowly defined, refers to the misuse of public office, but it can be
understood in a wider sense as the misuse of any entrusted authority to achieve
private gain. In this sense, the irresponsible behavior of business manager that
leads to the bankruptcy of a private firm can also be corruption. As Hankiss [13]
describes the greatest danger in corruption is that it leads to the formation of
“neurosis”, when people believe that corruption is the norm and this is how the
world — especially the world of business — works. This general belief weakens the
“immune system” of society, destroys integrity, and makes ethical behavior look
naive, pointless or even stupid.

Another important dimension that describes Hungarian business culture is its
relation to the state. It is common knowledge, that Hungary had a socialist
economy before, and transformed to a capitalist system in 1990. Kornai [19] posed
the question 17 years later, if there really was a transformation, and based on data,
his answer is a clear yes, but he also points out that this transformation was very
rapid on a historical scale, and therefore people’s adaption to the new capitalist



system was and still is encountering difficulties. In a more recent book [20],
Kornai discusses the changes in the economic and political environment that
happened since 2010, and he concludes that Hungary’s economy is capitalistic,
but the political system is what he refers to as an autocracy. In such a state, the
relationship between economic actors and the political leadership is different from
what can be observed in liberal democracies, such as the United States or most
Western European countries. There is a larger division between companies that are
favored by the government and those that are not, which creates an unlevel
playing field, and inspires behaviors that are different from the predictions of
economic and social theories that were developed based on western societies.

The narratives about business in Hungary are also relevant. Szerb and Kocsis-
Kisantal [27] provide empirical evidence that entrepreneurs, who in a
Schumpeterian sense are the main drivers of the development in a capitalist
system, are usually depicted very negatively in Hungarian public discourse. As
they describe, risk-taking, innovativeness and self-provision were not considered
values in the socialist system for generations, and those who were socialized
without these values were suddenly operating in a system, where these values
should have been the keys for success. Also, the lack of experience from the part
of the regulators made it possible for many individuals to acquire wealth in a way
that would certainly have been illegal with a properly functioning regulatory
system. This has led to the formation of the stereotypes about entrepreneurs and
businesspeople, that create a vicious cycle by decreasing trust in these people,
which leads to increasing bureaucracy, which in turn leads to inefficient economic
mechanisms, which motivates entrepreneurs and business managers to find
loopholes in the system, which in turn strengthens the narrative about them as
shifty, immoral individuals that do not respect the law.

3 A Case for Business Ethics in Hungary

The previous sections make it clear that the question for Hungary is not if there
should be more emphasis on business ethics but on how this could and should be
achieved. If Hungary is ever to catch up with the societal achievements of Western
Europe, the business culture needs to be transformed dramatically, and business
ethics can lead the way in this.

Let us look at the current situation of business ethics as an academic discipline in
Hungary. We can say that, with a few prominent exceptions, business ethics does
not have an active considerable representation in Hungary today. On the
undergraduate (BA/BSc) and graduate (MA/MSc) level, business ethics courses
are usually either missing from, or are only optional parts of curricula in the large
business schools (e.g. Corvinus University of Budapest, Budapest Business
School, Budapest University of Technology and Economics, University of Pécs).

215



Courses related sustainability and CSR do occur somewhat more frequently, but
they are also not integral part of the programs that are supposed to train future
business managers. Regarding academic publications in Hungarian language that
relate to business ethics, we can find a similar scarcity. After a search in the
database of the Hungarian economic/business journals that are rated A or B by the
Economics Section of the Hungarian Academy of Sciences, it has been found that
it is almost exclusively the Budapest Management Review that has published
business ethics related articles in the last decade (e.g. [2], [6]). Again, if CSR is
considered as part of business ethics, then the list of publications is a bit broader,
but still far from being in the mainstream.

As mentioned in the previous paragraph, there are some notable exceptions
though. The Business Ethics Center of Corvinus University of Budapest, led by
professor Laszlé Zsolnai has engaged in high quality, internationally relevant
research for more than 25 years. Their achievements include acting as an
organizer or co-organizer of 17 international conferences, 250 scientific
publications, 144 conference and workshop presentations, and several courses
developed and taught at Hungarian and other European universities [36]. Another
noteworthy development is the activity of the Pallas Athene Books publishing
company, that translates up-to-date economic and business books to Hungarian
language, and in less then two years they published two books that are directly
about business ethic [4, 33].

Initiating more academic activity in business ethics is far from being the solution
to the issue of widespread unethical behavior in business, as it is pointed out by
Brenkert [5]. There needs to be a plan for the enactment of moral change, that fits
into the economic, social and political environment. But this plan has to be
constructed somewhere, and it is argued here, that the starting point could, and
perhaps should be the academic community. As Hankiss [13] points out, in the
years since 1990 there has been a confusion in terms of what political and
economic system model Hungary should follow and consequently what social
values in business are to be respected and widely enforced by the general public.
Right after the fall of the socialist regime, the country seemed to move towards a
neoliberal ideology, where the market takes a primary role and close-to-laissez-
faire rules apply. But after a few years, when the negative sides of such a system
became painstakingly visible through to high level of unemployment and unequal
distribution of wealth and income, there was a strong nostalgia for the years when
Hungary was the happiest barrack, and populist slogans against the free market
became more and more popular [20]. There is no quick fix for this confusion of
values and the crony capitalism that exists today in this country, and this is why
the focus should be on the long-term goal of establishing clear values in business.
Universities can not do this alone, but they can certainly contribute by
establishing, representing and cultivating values in future businesspeople.

Business schools can have counterarguments on why they cannot engage in such
an enterprise. First there could be the argument that the function of universities is



to spread knowledge, not values. This is surely not possible today however, when
a large proportion of teenagers and young adults spend years of their lives at
universities, and this inevitably makes it part of their socialization process [15].
Universities will convey values to students, the questions is only whether business
schools take the responsibility to engage in the deliberation of what these values
should be in their case, or they leave it to the students to deduce whatever values
they can from the principles of business and economics that they are taught.
Second, it can be argued that the students with a business degree need to find their
way in today’s business environment either on the labor market or as
entrepreneurs, and business ethics training does not provide what is demanded by
this environment. This may be true, but it is also shortsightedness, if universities
just want to produce what the labor market currently demands [1].

There could be several other arguments for and against increasing emphasis on
business ethics in Hungarian business education, but the main point here is this:
even if there is no strong empirical evidence that business ethics training has
immediate impact on unethical behavior in developed western societies [32], those
who train the next generation of businesspeople in Hungary have to realize that
ethical considerations in business must be addressed in a systematic manner if we
ever hope to improve our business culture. And, as discussed in the first section,
this is exactly what business ethics as a discipline (the second strand) does. |
would argue, that the ethics-in-business approach (the first strand) is not enough,
as people make moral judgements about every aspect of their lives, including
business, but if their moral compass is not functioning properly, these judgements
will not lead to socially beneficial behavior. On the other hand, the incorporation
of ethics (the third strand) will also not be effective, if it is not backed by genuine
belief in the good of business ethics. For example codes of ethics at corporations
may be ineffective or may even be counterproductive in terms of ethical behavior,
if they are not suitable for the context in which they are introduced [16].

Conclusions

Business ethics can be understood in different ways, and in this essay | followed
the conceptual framework of De George [7] that describes three different strands
of business ethics: the general ethics-in-business approach; business ethics as an
academic discipline; and the incorporation of ethics into corporate regulation and
codes. There is no overarching agreement that the development of business ethics
as a discipline had tangible impact on business, especially on a global level [5],
but there are several researchers who argue that ethics pays [3, 31] while others
argue that having an emphasis on ethics in business provides long term benefits
that may or may not be measurable in monetary terms [24, 33].

I have argued, that Hungarian business culture has some glaring issues and that an
increasing role of business ethics could foster the needed improvement in this
regard. One can describe culture with descriptive data, but | have focused on an
approach which looks at the problems that businesses face in Hungary. Business
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organizations have to form certain attitudes and behavioral strategies to cope with
these problems and this shapes the overall business culture of the country. Based
on empirical data [27] and the assessment of renowned experts of different
disciplines [13, 20] we can see that unethical behavior is pervasive and entrenched
in the practices of economic actors on all levels. Increased emphasis on research
and education of business ethics is not going to solve this problem alone, but it can
help raise awareness and it might cultivate values and ideas in the future
generation of business leaders that are largely neglected today.

References
[1] Axelrod, P. (2002). Values in Conflict: The University, the Marketplace,

[2]

(3]

[4]

(5]

[6]

[7]

(8]

(9]

and the Trials of Liberal Education. McGill-Queen’s Press.

Bencsik, A., Machova, R., Juhasz, T., & Csokas, L. (2018). Vezetd/leader
versus etika, avagy az etikus leaderi magatartas jellemzoi.
Vezetéstudomany / Budapest Management Review, 49(10-11), 93-104.

Blazovich, J., & Cook, K. (2011). Ethical corporate citizenship: Does it
pay? In Research on professional responsibility and ethics in accounting
(pp. 127-163). Emerald Group Publishing.

Bowles, S. (2016). The Moral Economy: Why Good Incentives Are No
Substitute for Good Citizens. London: Yale University Press.

Brenkert, G. G. (2019). Mind the Gap! The Challenges and Limits of
(Global) Business Ethics. Journal of Business Ethics, 155(4), 917-930.
https://doi.org/10.1007/s10551-018-3902-6

Csillag, S. (2018). Vétkesek kozt cinkos, aki néma? Magyar HR
szakemberek tipikus etikai dilemmai. Vezetéstudomany/Budapest
Management Review, 49(9), 20-33.

De George, R. T. (2006). A History of Business Ethics. In M. J. Epstein
& K. O. Hanson (Eds.), The accountable corporation (pp. 47-58).
Westport, CT: Praeger.

Denison, D. R. (1990). Corporate culture and organizational
effectiveness. Oxford: John Wiley & Sons.

Dhir, K. S. (2013). The Emergence of Business Ethics. In V. R. Kannan
(Ed.), Strategic Management in the 21st Century, Volume 2 (pp. 255—
279). New York: Praeger Publishing.

[10]Donaldson, T., & Dunfee, T. W. (1999). Ties that Bind: A Social

Contracts Approach to Business Ethics. Boston: Harvard Business
School Press.

[11]Falk Bano, K. (2014). Identifying Hungarian cultural characteristics in

k)

Europe ’ s cultural diversity in the 21st century : a controversial issue.



Alkalmazott Tudomanyok 1. Foruma, 17-28. Retrieved from
http://publikaciotar.repozitorium.uni-bge.hu/209/1/12 Falkné.pdf

[12]Friedman, M. (1970, September). The Social Responsibility of Business
Is to Increase Its Profits. New York Times Magazine, 13-33, 122-124.

[13]Hankiss, E. (2017). Tarsadalmi csapdak. Budapest: Helikon Kiado.

[14]Hardin, G. (1968). The Tragedy of the Commons. Science, 162(3859),
1243-1248.

[15]Harland, T., & Pickering, N. (2011). Values in higher education teaching.
Routledge.

[16]Helin, S., & Sandstrom, J. (2010). Resisting a corporate code of ethics
and the reinforcement of management control. Organization Studies,
31(5), 583-604.

[17]Hofstede, G., Hofstede, G. J., & Minkov, M. (2010). Cultures and
Organizations: Software of the Mind (3rd editio). McGraw-Gill.

[18]Hofstede Insights. (2019). What about Hungary? Retrieved November 2,
2019, from https://www.hofstede-insights.com/country-
comparison/hungary/

[19]Kornai, J. (2007). Mit jelent a ,rendszervaltas”? Kozgazdasagi Szemle,
54, 303-321.

[20]Kornai, J. (2017). Latlelet. Budapest: HVG Kiado.

[21]1Kuhn, T. S. (1970). The structure of scientific revolutions ([2d ed., €). In
International Encyclopedia of Unified Science. Foundations of the Unity
of Science, v. 2, No. 2 ([2d ed., e). Chicago: University of Chicago Press.

[22] Lakatos, 1. (1978). The methodology of scientific research programmes.
Cambridge: Cambridge University Press.

[23]Moriarty, J. (2017). Business Ethics. In The Stanford Encyclopedia of
Philosophy (Fall 2017). Retrieved from
https://plato.stanford.edu/archives/fall2017/entries/ethics-business/

[24]Paine, L. S. (2000). Does Ethics Pay? Business Ethics Quarterly, 10(1),
319-330.

[25]Schein, E. H. (2010). Organizational culture and leadership (4th ed). In
The Jossey-Bass Business & Management Series (4th ed). San Francisco:
Jossey-Bass.

[26]Sen, A. (1993). Does Business Ethics Make Economic Sense? Business
Ethics Quarterly, 3(1), 45. https://doi.org/10.2307/3857381

[27]Szerb, L., & Kocsis-Kisantal, O. (2008). Vallalkoz6i kultira
Magyarorszagon két napilap tiikrében. Kozgazdasagi Szemle, 55, 243—
261.

219



[28] Tenbrunsel, A. E., & Chugh, D. (2015). Behavioral ethics: A story of
increased breadth and depth. Current Opinion in Psychology, 6, 205-210.
https://doi.org/10.1016/j.copsyc.2015.08.022

[29] Trevifio, L. K., Weaver, G. R., & Reynolds, S. J. (2006). Behavioral
ethics in organizations: A review. In Journal of Management (Vol. 32).
https://doi.org/10.1177/0149206306294258

[30] Trompenaars, F., & Hampden-Turner, C. (1997). Riding The Wawes of
Culture (2nd editio). London: Nicholas Brealey Publishing.

[31] Trudel, R., & Cotte, J. (2009). Does It Pay To Be Good ? MIT Sloan
Management Review, 50(2), 61-68.

[32]Wang, L. C., & Calvano, L. (2015). Is Business Ethics Education
Effective? An Analysis of Gender, Personal Ethical Perspectives, and
Moral Judgment. Journal of Business Ethics, 126(4), 591-602.
https://doi.org/10.1007/s10551-013-1973-y

[33]Witzel, M. (2018). The Ethical Leader: Why Doing the Right Thing Can
Be the Key to Competitive Advantage. London: Bloomsburry Publishing.

[34]Zsolnai, L. (2013). Ethics in the New Economy: Handbook of Business
Ethics. New York: Peter Lang.

[35]Zsolnai, L. (2018a). Ethics, Meaning, and Market Society. New York:
Routledge.

[36]Zsolnai, L. (2018b). For Genuine Business Ethics: Celebrating the 25th
Anniversary of the Business Ethics Center of the Corvinus University of
Budapest. Retrieved from http://laszlo-
zsolnai.net/sites/default/files/3/documents/BEC-25-Year Report_0.pdf



