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Introduction

In this article, the recent developments that have affected entrepreneurial activity
in Russia, Slovenia, Turkey, and the United States are explored. Particular interest
is in any economic, socio-political, and cultural factors that could influence the
business ethics attitudes in each of these countries and their levels of productive
business activity. We anticipate that we can robustly estimate the comparative
ranking of various aspects of ethical attitudes across different countries by exam-
ining the quality of their institutional environment and the quality of economic ac-
tivity.

In the first section, we provide a theoretical framework based on the integra-
tive social contracts theory. This is followed by a brief description of the institu-
tional and economic development in each country emphasising any major
cross-cultural differences (Section 2). In the same section, we review recent na-
tional studies of business people and their ethical attitudes followed by the exposi-
tion of a hypothesis. Following the presentation of the empirical findings of
cross-cultural differences in ethical attitudes of business people in Section 3, the
article concludes with a discussion of the implications of the findings for practitio-
ners and areas for future research.

Theoretical Framework

Integrative social contracts theory (ISCT) has emerged in the last decade in re-
sponse to two disparate approaches to business ethics, the empirical and the nor-
mative. The former used research methodology to examine relationships among
key behavioural variables (Randall & Gibson, 1990; Trevino & Youngblood, 1990;
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Jones, 1991). The latter introduced purely normative, non-empirical methods to
the field of business ethics (Donaldson, 1982; Freeman & Gilbert, 1988). Donald-
son and Dunfee (1994, 1999) claimed that normative and empirical factors influ-
ence one another; this was the basis for the development of ISCT, which
incorporates empirical findings as part of a contractarian process of making nor-
mative judgements (1994, p.254).

The basis of the ISCT is the integration of two distinct kinds of contracts. The
first is a normative social contract among economic participants, in which the en-
tity is deemed legitimate by serving the interests of society in certain specified
ways (Hasnas, 1998); and which, in turn, defines the normative ground rules for
creating the second kind of contract (Donaldson & Dunfee, 1994). The second is
an existing implicit contract that can occur among members of specific communi-
ties, such as firms, informal groups within firms, international economic organisa-
tions, industries and others (Donaldson & Dunfee, 1994). The interconnection
between the two contracts (between what “ought to be” and what “is”) represents
the essence of the ISCT.

Society utilises various mechanisms to specify the terms of a social contract
(Axelrod, 1986). Among these, law plays the key role in legitimating the terms of
the social contract (Rousseau and Schalk, 2000). While national legal systems in-
troduce obligations regarding the behaviour of social actors, societies differ
greatly in terms of the degree of freedom they support. There are important cul-
tural patterns that influence ethical attitudes of businesspeople in different coun-
tries with many ethical standards being defined by common practice, which, in
turn, is influenced by numerous factors and institutions within a society.

The theoretical framework of ISCT has three central components: hyper-
norms, authentic norms, and priority rules. Hypernorms are fundamental moral
precepts for all human beings (Donaldson & Dunfee, 1999, p.95) that set bounda-
ries to moral free space within which specific communities can define authentic
norms. Genuine hypernorms should be empirically identifiable through conver-
gence of global beliefs across different international communities. Authentic
norms represent a microsocial contract that is agreed upon within a given commu-
nity. Authentic norms should not contradict hypernorms. Priority rules are derived
from the hypothetical macrosocial contract and determine how to deal with con-
flicting local norms. Donaldson and Dunfee (1999) argue that local economic
communities possess moral free space in which they build institutions of certain
quality, which determine ethical attitudes and behaviours, which in turn deter-
mine the quality of economic interactions. International comparative research on
business ethics can provide a basis for the application of ISCT by identifying
authentic norms for different international communities. In the next step, the rela-
tive importance of the various norms in a particular boundary-spanning transac-
tion can be sorted out through the application of priority rules and hypernorms
(Donaldson & Dunfee, 1994).
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ISCT is not inconsistent with the main premises of Hunt and Vitell’s (1986)
general theory of marketing ethics; this theory connects previous personal experi-
ences and three environment constructs (cultural, industry, and organisational)
with ethical judgements, which in turn affect behaviour. This behaviour then has
an effect on actual consequences (results, rewards), which, in turn, affect personal
experiences. While certain aspects of ISCT have been criticised, it is generally felt
that ISCT maintains a critical balance between cultural sensitivity and cross-
cultural normativity (Douglas, 2000, p.110).

Country Specific Institutional, Economic and Personal Characteris-
tics

In this section, we describe the most important institutional, economic and per-
sonal factors that will help us develop a hypothesis regarding the comparative
ranking of ethical attitudes in four surveyed countries. A society’s allocation of
scarce resources between productive activities such as innovation and unproduc-
tive activities such as rent seeking, mafia, and bureaucratism can significantly af-
fect the economy’s growth (Baumol, 1990). On the other hand, the institutional
framework defines the prevailing value system and influences ethical attitudes of
major segments of society. Because scarce entrepreneurial resources are allocated
among its competing uses, the institutional systems should influence ethical atti-
tudes in a way that would encourage productive uses of resources. The develop-
ments affecting entrepreneurial activity are explored in each country with an
emphasis on those occurring most recently.

Overview of all four countries. Ageev, Gratchev, and Hisrich (1995) identified
four basic business philosophies that motivate entrepreneurs and other groups of
business people in a particular society: bureaucratic entrepreneurship, based on ac-
tive initiatives but under state-run supervision; pragmatic entrepreneurship, based
on maximum profitability on a technocratic basis; predatory entrepreneurship,
based on the search for success through suppression of rivals including ‘under-
ground’ or ‘mafia’ connections, and growth by any means including cheating on
partners, consumers and the state; and socially responsible entrepreneurship, based
on linking business with national interests, the resolution of social problems, and
universal human values and beliefs. While examples of each of these business phi-
losophies can be found in all four countries in this study, the more important
question concerns the prevailing business philosophy in each country. Based on
the characteristics of businesspeople and the prevailing economic conditions iden-
tified in the following sections it appears that Russia is characterised by the com-
bination of predatory and bureaucratic entrepreneurship, Slovenia and Turkey by
pragmatic and bureaucratic entrepreneurship, and the United States by pragmatic
and socially responsible entrepreneurship.

Russia. Apressyan (1997) pointed out the main normative experiences affect-
ing business ethics in Russia. In the pre-Soviet era, significantly influenced by Or-
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thodox teaching, labour and business were considered “manifestations of
mundane asceticism rather than means for sacred service and salvation”
(Apressyan, 1997, p.1562). This was followed by the period from 1917-1991
when Russia was a part of socialist Soviet Union with devastating consequences
for civil society (Fukuyama, 1995). For contemporary Russia, the continuing prob-
lems of low business ethics, the interplay of politics, business, and the mafia has
become a paradigm for the period following perestroika.

Unethical business practices became a widespread phenomenon in contempo-
rary Russia, which many feel was caused by the slow development of an institu-
tional framework in the light of the very profound change of the value system.
While the socialist system was a system of managed collectivism with no individ-
ual responsibility, the post-socialist system in Russia is based on individual initia-
tive and responsibility. This radical transformation was not adequately
accompanied by the development of political, economic, and social institutions
which led to ambiguities about what is right/wrong or ethical/unethical in busi-
ness conduct. In particular, slow changes in the legal system, and contradictory
and confusing economic regulation created a number of grey areas, in which busi-
nesspeople found opportunities to operate outside the established legal frame-
work (Neimanis, 1997). These problems became very apparent during the
transition period (1991 to 1998) in which the Russian economy contracted about
45% and the gross national income per capita fell to $2,300.

In terms of personal characteristics, Russian entrepreneurs respect leadership,
risk-taking, courage, status and influence. Communications and information tech-
nologies are not well developed (with a few exceptions in former defence-oriented
clusters) and personal relations are important. Since time is not highly valued,
Russian entrepreneurs find it difficult to react effectively to market and technol-
ogy changes. Even though group work is well developed, inter-group communica-
tion is slow (Hisrich and Gratchev, 1993 and 1995; Ageev, Gratchev, and Hisrich,
1995). Another study analysed the similarities and differences between American
and Russian entrepreneurs (Hisrich and Gratchev, 1997). One hundred and
twenty-seven individuals from a group of 180 managers/entrepreneurs visiting
the United States were asked to compare themselves with their American counter-
parts. Even though the respondents had a heritage of monopolism and were expe-
riencing a disabled centrally planned economy in transition to a market economy,
55% felt they had more similarities than differences compared to American man-
agers/entrepreneurs. Among the similarities mentioned were: striving for success
and profits, high energy level, and being very active, independent and patriotic.
The features which the Russians felt they did not demonstrate as strongly as
Americans included: professionalism, business experience, knowledge of and re-
spect for the law, entrepreneurial heritage, self-confidence in the future, punctual-
ity and access to sources of investment. Russian entrepreneurs were also
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concerned over the lack of reasonable social security, personal security and the in-
stability of laws and regulations.

Slovenia is in a process of transition from a socialist to a market economy.
This process is similar only to a certain degree to the Russian transition process. A
common point is that private companies were only allowed in the last decade1 and
the business legal systems are still being developed. However, one important dif-
ference between the two countries was that Russian companies were owned by
the state, whereas companies in Slovenia were owned by employees - a situation
somewhat closer to the private ownership. Even in the pre-transition period Slo-
vene managers had substantial discretion over production and pricing decisions in
their companies (Tyson, Petrin & Rogers, 1994). This special status of Slovene
companies and their strong ties to Western markets helps explain the quick recov-
ery from recession in the early period of transition. In years 1991-92 real gross do-
mestic product (GDP) decreased by 15%; high inflation (over 200% in 1992) was
coupled with previously unseen high levels of unemployment (9%). Recovery be-
gan in 1993 when real GDP grew by 1% and accelerated in the next three years
when annual growth rates exceeded 4-5%. Slovenia surpassed its pre-depression
GDP levels and now has the highest GDP per capita in Central and Eastern
Europe, which is comparable to the poorest Western European countries (Portu-
gal, Greece). According to recent reports, Slovenia is one of the strongest candi-
dates to become a member of the European Union in the near future.

Entrepreneurship played a significant role in the process of transition. Follow-
ing the changes in the legal and business environment, a large number of enter-
prises were established with the number of active companies growing from 3,000
in the ‘80s to over 30,000 in 1996. Some of the factors that accelerated the pro-
cess included: a relatively liberal institutional and legal framework combined with
the changed attitude towards private businesses; a crisis in large business organi-
sations in Slovenia, which pushed the employees towards alternative possibilities;
the existing craftsman sector that became a strong source of new enterprises; and
an organisation of non-governmental institutions, which offered basic information
and advice in the process of establishing new enterprises (Glas, et al., 1997).

Business ethics was never a priority in Slovene business curricula, and ethical
issues started to occupy a more prominent place in the public discussion only dur-
ing the transition period. Glas (1997) cited several reasons for this including the
destruction of the former value system, the existence of poorly protected social
ownership that opened an area for wild privatisation, slow legal changes that pro-
vided for grey zones for circumventing rules, a harsh economic recession, and a
liberal, highly permissive environment. Kovac (1997) analysed a number of transi-
tion scandals indicating the low ethical standards of many managers and entre-
preneurs and the inability of the judicial system to deal with these actions.
However, Pleskovic (1994) argued that Slovene people are in principle good and
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that the exhibited unethical behaviours reflect the differences between the old
“socialist” ethics and new market standards.

Turkey. The history of the Turkish economy indicates the society’s negative
attitude towards entrepreneurial activities. During the Ottoman Empire, Muslims
were not involved in trade activities because these activities were mostly done by
Non-Muslims (Müftüglu, 1996). The Ottoman Empire’s agricultural society was
one of the barriers to the development of entrepreneurship. In order to under-
stand the factors affecting economic and institutional developments in Turkey, af-
ter the establishment of the Republic of Turkey, it is best to look at four distinct
periods. 1923-1930 can be defined as a period of the establishment of the national
economy. In this period, some measures were taken to not only encourage entre-
preneurship, but to reduce the dominance of foreigners in different sectors. In
spite of these efforts, there were practically no important improvements in entre-
prenurial activity, due to the ongoing effects of the independence war and prob-
lems such as lack of capital. In the second period (1930-1950), the government
made investments in the fields where the private sector was not sufficient. Policies
such as a 5-year-industry plan had only limited impact on the development of en-
trepreneurship due to the lack of capital and qualified labour and some interna-
tional developments such as the 1930 crisis and World War II.

The third period (1950-1970) can be called a period of economic liberation
and transition to the planned economy. While agriculture was still considered a
dominant sector, there was also a significant increase in infrastructure invest-
ments. Another important improvement in this period was that the private sector’s
share in industry grew to about 70 percent. The 1960s were the years of a
planned economy with strong influence of the state, in which two 5-year-growth
plans were implemented. The final period (1970-present) was a period of import
substitution where most of the new companies were established to produce prod-
ucts that were previously imported from other countries. After 1980, the import
substitution model was abandoned and Turkey adopted a model of export ori-
ented economic growth. The rate of development in the industry has been slower
than in the previous period but the rate of entrepreneurship in the service sector
has significantly increased. High inflation and economic instability are still the
barriers for the growth and development of the Turkish economy (Ekonomik,
1993).

Recent studies about business ethics in Turkey reported ethical problems
ranging from bribery, tax evasion, insider trading and deceptive business prac-
tices. Ekin and Tezölmez (1999) recognised the importance of cultural differences
among various countries for ethical standards, and thus compared the results of
their study to previous studies from different countries. They reported that Turk-
ish managers are rather similar to American managers in various aspects of ethical
perceptions, but also found that Turkish female managers had higher ethical
scores than their male counterparts. In a study of the ethical behaviour of Turkish
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sales managers, Mengüç (1998) found that Turkish managers primarily rely on
the inherent rightness of a behaviour with a focus on the individual in determin-
ing whether a salesperson’s behaviour is ethical or unethical; the moral worth of a
behaviour also plays a role. The author suggested that “powerful moral directives
should be a key component of enforcing ethical behaviour in Turkish companies”
(p.347).

The United States. Barley and Kunda (1992) identified five eras of managerial
ideology, which paralleled broad cycles of economic expansion and contraction in
the United States since 1870. The professionalisation of management and the rise
of large corporations were the main characteristics of the first era of managerial
ideology named industrial betterment (1870-1900). A new class of professional
workers, managers, developed during this period that had increasingly become
critical decision-makers in companies instead of the traditional owner-operators
(Besanko, Dranove & Shanley, 1996).

The second period, scientific management (1900-1923), was the formative
era for the traditional industrial corporation based on the assumptions of human
rationality and superiority of scientifically optimised work procedures. The next
period, welfare capitalism/human relations (1925-1955), which extended over
the Great Depression and World War II, advocated that workers were primarily
social beings and thus effective leadership should gain consent of the workforce to
enhance a firm’s integration. The system rationalism paradigm (1955-1980)
largely coincided with the fourth wave of expansion (1945-1973) of the Western
economies, based on the diffusion of electronics, air transportation, and synthetic
materials (Barley & Kunda, 1992). By the 1980s American industry faced signifi-
cant competition, especially from Japan and West Germany, with the workforce
being less and less loyal to the firm. In this context, coupled with recession and
high inflation, the discourse of organisational culture attracted the attention of
academics and practitioners. The central tenet of culture theory was that “eco-
nomic performance in turbulent environments requires the commitment of em-
ployees who make no distinction between their own welfare and the welfare of
the firm” (Barley & Kunda, 1992: 382).

The last shift in managerial discourse also brought attention to small business
owners and entrepreneurs as segments of economic society with the highest levels
of value congruence (fit between personal and firm values), which were seen as
agents of economic advantage. Similarly, data indicated that small companies
were the major source for new jobs: while 2.7 million people lost their jobs in the
500 largest American corporations in the decade 1980-1989, 6.5 million people
gained employment in the small enterprises sector during the same decade (By-
grave & Timmons, 1992). The United States experienced the longest period of
continuous growth during the 90s, largely based on developments in information
technology and biotechnology.
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Previous research on American entrepreneurs has mainly focused on entre-
preneurship practices, entrepreneurs’ motivations and educational backgrounds,
and profiles of entrepreneurs (Hisrich and Peters, 1997). The results of this re-
search indicate that American entrepreneurs are highly individualistic and
success-oriented; customer focused; and visionary. Their style is direct and com-
munication with co-workers, employees, employers and consumers is important.

Hypothesis. Based on the premises of ISCT we develop our overarching hy-
pothesis: considering the quality of institutions in the four surveyed countries (an-
tecedents of ethical attitudes) and the quality of economic interactions
(consequences of ethical attitudes), we hypothesise that the United States will
rank the highest in ethical attitudes, followed by Slovenia and Turkey, and then
Russia (see a summary of country specific factors in Table 1). In particular, Russia
is expected to be on the lower end because individuals that have experienced to-
talitarian rule consistently score lower on measures of cognitive moral develop-
ment (Taylor et al., 1997). However, one recent study that investigated potential
cross-cultural differences in ethical orientations compared the responses of Rus-
sian entrepreneurs to US normative statistics (responses derived from same scales
in previous studies) and, contrary to our hypothesis, found only few significant
differences between Russian and US entrepreneurs (Sommer, Welsh & Gubman,
2000). We expect businesspeople from the United States to score the highest on
measures of ethical attitudes because of the highest quality of institutions (antece-
dents) and the highest level of economic development (consequences) in the US.
The comparative ranking of Slovenia and Turkey is not unequivocal: while Slove-
nia reached a considerably higher level of economic development than Turkey, it
has also experienced a half-a-century of totalitarian rule, which may have affected
the ethical attitudes of businesspeople in the country.

Research Design and Findings

The primary intersection between ISCT as a framework for making normative
judgements and empirical research in international business ethics concerns the
identification and specification of hypernorms and authentic norms - ethical
norms at the community level (Donaldson & Dunfee, 1994). One way for identify-
ing hypernorms is by developing questions (or categories of questions) in which
respondents consistently answer in the same direction (an overwhelming majority
of respondents answer the same) without significant differences across different
cultures. Questions without clear direction in responses (60% affirmative, 40%
negative or similar combinations) that are significantly different across societies
would point to authentic norms governing social life in specific communities.

In order to compare the ethical attitudes of business people in the four very
distinct countries, a survey instrument was developed from a literature review
with the objective to be replicable in different cultures and economic environ-
ments. The survey instrument contains four sections: 33 questions having a binary
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Table 1: A summary of institutional, personal, and economic characteristics for Russia, Slovenia,

Turkey and the United States

Russia Slovenia Turkey USA

1. Distinct
milestones
(periods) of
development

a) Before 1917:
pre-capitalist
Russia; b) 1917-
1991: socialist
Soviet Union; c)
from 1991:
transition period

a) 1918: kingdom of
SCS,
agriculture; b)
1945-91: socialist
Yugoslavia,
industrialisation; c)
1991-92: transition-
recession; d) from
1993 recovery and
growth based on
service sector

a) 1923-30:
establishment of the
national
economy; b) 1930-
50: state
interventionism; c)
1950-70: planned
economy; d) from
1970:
industrialisation

and privatisation

a) 1870-1900:
industrial
betterment; b)
1900-23: scientific
management; c)
1925-55: welfare
capitalism; d) 1955-
80: system rational-
ism; e) 1980-90s:
org. culture and
entrepreneurship

2. Legal system Extensive changes
in the last decade;
contradictory regu-
lation

Extensive changes
of legal principles in
the last decade

Few recent changes Centuries old
Anglo-Saxon legal
principles, no recent
changes

3. Religion Orthodox Roman-Catholic Muslim Mixed; Judeo-
Christian

4. Dominant type of
entrepreneurial
activity

Predatory and
bureaucratic

Pragmatic and
bureaucratic

Pragmatic and
bureaucratic

Pragmatic and
socially
responsible

5. Population (in
million, 1998)*

146.9 2.0 63.4 270.3

6. GNP per capita
(US dollars in 1998)

2,250 9,780 3,160 29,340

7. Average annual
growth of GDP
(in 1990-1998)

-7.0% 2.0% 4.2% 3.2%

8. Telephone
mainlines (per 1,000
people)

197 375 254 661

9. Personal
computers
(per 1,000 people)

41 251 23 459

* Source of data for 5, 6, 7, 8, and 9: World Development Indicators database by the World Bank

GNP = gross national product

GDP = gross domestic product

Kingdom of SCS = Kingdom of Serbs, Croats, and Slovens



response modified from Akaah and Lund (1994); twelve vignettes having a multi-
dimensional scale (modelled after Reidenback & Rodin, 1990); and seven scenar-
ios using a seven-point Likert scale; comprehensive demographic information was
also collected. The vignettes were intended to measure ethical judgements (Rei-
denbach and Robin, 1990), which are the basis of ethical attitudes (or intentions;
Hunt and Vitell, 1986). The section with 33 questions was designed to measure
ethical attitudes, while the section with seven scenarios was designed to measure
projected behaviours (which are a function of individual’s attitudes and situa-
tional constraints; Hunt and Vitell, 1986). The use of scenario techniques is well
established in ethics research for testing behavioural science models (Hunt and Vi-
tell, 1986). The questionnaire was pre-tested with a group of entrepreneurs and
managers.

A total sample of 708 business people from the different countries was ob-
tained. In Russia, a list of 200 entrepreneurs associated with the Academy of the
National Economy was obtained. The entrepreneurs were from various regions in
Russia - Siberia, Urals, and the Central Region - including Moscow. Due to ano-
nymity being guaranteed and the fact that the academy is well known for its high
quality academic programmes, 159 responses were obtained - an extremely high
(80%) response rate. In Slovenia, the business directories from the Chamber of
Economy and the Chamber of Crafts were used to obtain a sample of 887 busine-
ses. The 166 returned questionnaires, a response rate of 18.7%, was good for re-
search in Slovenia, considering the topic and length of the questionnaire.2 In
Turkey, a random sample was selected from members of the Young Businessman
Association of Turkey and members of the Association of Turk Advertising Compa-
nies. 90 questionnaires out of 305 were returned from entrepreneurs and top level
managers representing a response rate of 29.5%. In the United States, mailing
lists were obtained from COSE (Council of Smaller Enterprises of the Cleveland
Growth Association), EDI (Enterprise Development Inc., an incubator), and the
Executive Management Development Programme of the Weatherhead School of
Management at Case Western Reserve University, Cleveland. 1,243 questionnaires
were sent to entrepreneurs and managers, of which 40 were returned as non-
deliverable. The response rate of the mail survey was 24% (293 usable responses).

In terms of sample composition, there are some significant differences among
the countries (see Table 2). The male/female percentages are close to the actual
figures in each of the countries reflecting different historical development of the
role of women in these societies. Largely due to economic necessity, women
gained quicker access to similar employment and business opportunities as men in
the former socialist economies, thus leading to higher percentages of female busi-
nesspeople in Russia and Slovenia. The age distribution of businesspeople is simi-
lar for Slovenia, Turkey, and the United States, while the Russian businesspeople
are younger. In terms of educational levels, Slovene businesspeople have some-
what lower levels of attained education, even though representative of the educa-
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tional levels in the general population, while Russian and Turkish3 businesspeople
are somewhat more educated than their respective general populations. The
demographic characteristics of Russian people in our sample point out that the
new generation with higher educational status quickly grasped the option of es-
tablishing a private business after the collapse of the socialist system. In terms of
economic characteristics (company size and income level) there are significant dif-
ferences between the observed countries due to the size of the domestic market
(Slovenia being the smallest) and due to the different level of economic develop-
ment in these countries (the United States being the most developed).

The section with 33 questions was designed to measure ethical attitudes. The
first part with 19 questions examined what the respondents consider as ethical or
unethical with only a binary response - the behaviour is either right or wrong (see
Table 3). In comparison of responses from all four countries we find highly signifi-
cant differences (at � = 0.01) on practically all questions. The question of `calling
in sick in order to take a day off’ is significant at �= 0.05. As expected, Russians
are the least sensitive to the ethical issues explored in this study and in some cases
exhibit discouragingly low levels of ethical attitudes. In two cases another country
had a lower share of respondents evaluating certain type of behaviour as unethi-
cal: a) calling in sick (Americans had the lowest share - although statistically in-
distinguishable from Russians; �2 for a two-country comparison = 1.4 with sig. =
0.15), and b) taking longer to do a job (Slovenians the lowest, but again statisti-
cally the same as Russians; �2 = 0.4, sig. = 0.30). In three other cases the lowest
shares of respondents were statistically indistinguishable: a) removing company
supplies for personal use (Russians and Turks), b) taking extra personal time
(Russians and Americans), and c) use company time for non-company benefits
(again Russians and Americans). In some business practices, the answers differed
widely: insider trading was considered unethical by Americans and Turks but
highly acceptable for Russians (no tradition of stock exchange operations; �2 =
112.8, sig. 0.00 for a four-country comparison). Authorising employees to violate
company policy was highly criticised by Turkish and Slovene businesspeople, fol-
lowed by Americans. Russians, again, were the least sensitive and 34.2% of them
did not consider this as unethical (�2 = 43.8, sig. = 0.00 compared to the next
lowest, Americans). On the issue of gifts and favours, Americans and Turks indi-
cated the highest level of refusal; giving gifts was considered unethical by less
than 50% of Russian entrepreneurs. While accepting gifts is considered highly un-
ethical, giving gifts is more acceptable as a way of doing business in some socie-
ties.

Because Russians consistently expressed lower levels of ethical responsibility,
we separately examined the differences between ethical attitudes of businesspeo-
ple in Slovenia, Turkey and the United States (see the last column in Table 3)
with the Russian sample being excluded from this part of the analysis. On four
questions no significant differences were found among respondents. Overstating
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expenses for large amounts was considered equally unethical in all three countries
with Americans being more permissive of smaller amounts of overstatement (com-
parison to Slovenia: �2 = 9.0, sig. = 0.00). Respondents were strongly opposed to
claiming other people’s efforts and equally against accepting gifts for preferential
treatment. The largest differences were found in the evaluation of the misuse of
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Table 2: Sample characteristics (in %)

Characteristic Russia Slovenia Turkey USA

SAMPLE Respondents 159 166 90 293

SEX Male

Female

No answer

55

35

10

72

28

-

80

19

1

73

25

2

AGE -30 years

30-39 years

40-49 years

50-59 years

60 and more

No answer

35

29

25

-

3

9

8

24

45

17

4

2

7

28

36

23

4

2

13

30

35

17

5

1

EDUCATION Less than second

Secondary

College

University

MBA, Ph.D.

No answer

-

1

40

10

35

14

3

28

22

35

12

-

-

8

19

41

31

-

-

6

17

25

51

1

COMPANY
SIZE

Small1

Medium

Large

No answer

55

28

7

9

52

32

16

-

24

58

18

-

54

17

27

2

INCOME
LEVEL

up to 20.000

20.000-39.999

40.000 and more

No answer

77

11

2

10

92

1

7

-

2) 5

15

80

-

1 The company size: for Slovenia - small up to 50 employees, medium 51-250 and large over
250 employees; for the United States, Turkey, and Russia - small up to 99 employees, medium
100-999, large over 1.000 employees 2 Data not collected.
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time for non-company benefits or for personal purposes, where surprisingly a
large share of American businesspeople find such practices ethical. This, perhaps
more than anything, reflects the strong belief in individualism in the US as dis-
cussed by Puffer & McCarthy (1995).

Fourteen (14) questions explored the concepts and beliefs of businesspeople
in doing business with other companies and evaluated the degree of perceived
government interference with business (see Table 4). The least differences be-
tween the countries were found regarding the government involvement in busi-
ness as well as personal lives. Only two-thirds of businesspeople in each country
feel that the government imposes too many laws on them. This finding is perhaps
the most surprising for Russians, who in spite of complaints about the bureauc-
racy and the administrative barriers confronting businesses, do not blame the gov-
ernment for excessive legislation. While only 50% of Russians believed that others
reciprocate honesty, businesspeople from the other three countries had statisti-
cally the same percentage.

Some other interesting findings in this section are that consistently busi-
nesspeople believe in the honesty of executives in small businesses rather than in
large corporations (ranging from 74% in Russia to 91% in USA), despite the fact
that only about 50% of respondents come from small businesses (24% in Turkey).
Americans generally believe in the efficiency of the free enterprise system (94%)
followed by Turkey (86%), Slovenia (79%) and Russia (76%). In the light of this
finding, it is quite surprising that a high percentage of Americans (60%) as well as
Russians (67%) and Slovenians (51%) felt that they had to sacrifice their personal
ethics to business goals, while only 16% of Turkish businesspeople felt this way
(�2 = 6.15, sig. = 0.00 for a four-country comparison). Respondents did not con-
sider themselves as less ethical than the average person, but this type of self-
criticism was the strongest in Russia. This is an interesting finding because it runs
against the general notion in the field of business ethics that individuals tend to
believe that they are more ethical than their peers.

The third section contained twelve vignettes - short scenarios, describing cer-
tain questionable actions of different businesses (see Table 5). The respondents
had to evaluate these actions along the following four dimensions, using a five-
point scale: a) just/unjust - regarding the existing laws and regulations; b)
fair/unfair - using fairness as a pure principle for judgement; c) right/wrong - re-
garding the prevailing ethical values from the point of view of the duty-based ethi-
cal principle; d) good or bad - using the utility-based approach, with the focus on
the ultimate result for the company and other stakeholders. This section was the
most difficult for respondents particularly in understanding the differences be-
tween the four dimensions. Because these dimensions were not explained in great
detail to respondents, it is quite likely that they were not interpreted in the same
way even within the same country.
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In responding to the results of the first vignette in which an auditor discov-
ered an illegal loan and then destroyed the related working papers following the
supervisor’s instuctions, Russians displayed the lowest levels of ethical responsive-
ness on all four dimensions (the F values for four-country comparison in the range
from 15.7 to 36.0, all significant at 0.001 level). While Slovenians were on the
same level as Americans in the evaluation of legality and fairness of this action
(even higher than Turks on the legality dimension), they fell below the American
and Turkish levels on the pragmatic dimension of good/bad. Perhaps Slovenians
know what is ethically just or fair, however, when they make their business deci-
sions, they bend under profit pressures and accept less honest behaviour. This
may be explained by the transition that is still going on in Slovenia, where oppor-
tunistic behaviour is still not punished by the market or other institutions within
the society. Similar results occurred on a number of the other vignettes (see Table
5).

The two vignettes with the largest differences between the countries offer
very interesting insights into cultural influences on ethical judgements of busi-
nesspeople. The vignettes on bribery for personal benefit (#2) and bribery for
business benefit (#3) reveal the use of local and universal norms in dealings with
briberies. In general, it seems that in all the observed countries the exchange of
business briberies is more acceptable than the exchange of personal briberies. In
Slovenia, this distinction is accentuated. Although Slovenians deem personal brib-
eries as very unjust and unfair (even more than Americans), they find business
briberies quite useful and right (even more than Russians). Briberies were the fact
of life during the socialist times. In the transition period, Slovenia established a
number of institutions to curb this practice (such as consumer associations and fi-
nancial police), which at least in this initial period may have been more influential
in the area of personal briberies.

The section with seven scenarios was designed to measure projected behav-
iours. One of the scenarios is commonly used in research on business ethics (see
Table 6, #1): “You could conclude a large order providing you promise the deliv-
ery in two weeks. However, it is beyond your current capability and one week de-
lay is necessary, which will not really damage your customer. How likely it is, that
you will give the (unrealistic) promise to get the order?” An ethical response
would be admitting the need for an additional week for delivery in obtaining the
order. In doing this, while running the risk of losing the order and maybe the cus-
tomer, you might be able to persuade the customer that this further delay in ship-
ments will not be exceeded and indicate that you can be counted on in terms of
honesty and reliability. As in many other scenarios, Russians displayed the lowest
level of business ethics, followed by Slovenians, Turks, and Americans. The differ-
ences did vary among the other scenarios (see Table 6).

Volume 10 Number 1 2003 21



22 Cross Cultural Management
T

a
b

le
6
:

A
n

s
w

e
rs

to
s
c
e

n
a
ri

o
s

(1
=

li
k
e

ly
,
7
=

u
n

li
k
e

ly
)

S
c
e

n
a
ri

o
R

u
s
s
ia

S
lo

v
e

n
ia

T
u

rk
e

y
U

S
A

F

1
.
G

u
a
ra

n
te

e
s
h

ip
m

e
n

t
th

a
t

y
o

u
c
a
n

n
o

t
d

e
liv

e
r

o
n

ti
m

e

2
.
C

o
n

c
e
a
l
y
o

u
r

s
u

p
e
rv

is
o

r’
s

w
ro

n
g

e
xp

e
n

s
e

re
p

o
rt

3
.
O

b
ta

in
a

c
o

p
y

o
f
s
e
c
re

t
c
o

m
p

e
ti
to

r’
s

n
e
w

p
ro

d
u

c
t

fe
a
tu

re

4
.
R

e
ve

a
l
th

e
u

n
e
th

ic
a
l
a
c
ti
o

n
s

o
f
th

e
p

la
n

t
m

a
n

a
g

e
r

to
to

p
m

a
n

a
g

e
m

e
n

t

5
.
B

u
y

e
rg

o
n

o
m

ic
a
lly

d
e
s
ig

n
e
d

to
o

ls
to

a
vo

id
m

u
s
c
le

in
ju

ri
e
s

6
.
O

ff
e
r

th
e

re
tr

a
in

in
g

o
p

ti
o

n
to

th
e

d
is

p
la

c
e
d

e
m

p
lo

y
e
e
s

7
.
L
o

o
k

in
s
id

e
y
o

u
r

c
o

m
p

e
ti
to

rs
’
w

ri
tt

e
n

p
ro

p
o

s
a
ls

2
.8

2

3
.0

3

2
.3

4

3
.1

3

2
.8

9

2
.8

5

2
.8

9

3
.8

0

4
.5

5

2
.9

6

2
.3

0

2
.2

8

2
.4

7

3
.2

1

4
.2

7

2
.9

7

2
.8

4

2
.3

4

2
.0

6

2
.6

8

3
.5

5

4
.8

3

4
.7

8

4
.2

0

2
.1

9

2
.3

3

2
.5

6

5
.3

2

4
9

.2
*
*
*

4
9

.1
*
*
*

3
9

.9
*
*
*

1
0

.9
*
*
*

1
0

.7
*
*
*

2
.0

7
6

.9
*
*
*

(*
*
*
)

S
ig

n
ifi

c
a
n

t
a
t

.0
1

le
ve

l
o

r
b

e
tt

e
r

(*
*
)

S
ig

n
ifi

c
a
n

t
a
t

.0
5

le
ve

l
o

r
b

e
tt

e
r

(*
)

S
ig

n
ifi

c
a
n

t
a
t

.1
0

le
ve

l
o

r
b

e
tt

e
r



Conclusion

This study provides a basis to empirically test the theoretical foundations of inte-
grative social contracts theory. A comparison of ethical attitudes of businesspeople
points out the universal and local norms operating in four surveyed countries. A
few examples of hypernorms from our study include: efficiency norm (uniformly
negative evaluations of large overstatements of expense accounts) and reciprocity
norm (conflict of claiming credit among peers). Although the norm of promise
keeping is widely accepted (hypernorm), we found that there is great variety in
the degree of promise keeping between businesses and consumers across different
countries. The micro-social contracts in Russia allow for much greater degree of
deception (guaranteeing the undeliverable shipment) than the authentic norms in
the United States. US society developed institutions, such as market competition,
Better Business Bureau, and strong legal protection, to increase the reliability of
its business organisations. In this way it has introduced authentic norms (such as
admissibility of oral agreements in the courts in case of disputes) that are well
aligned with the hypernorm of promise keeping.

Questions without clear direction but similar across societies would indicate
the workings of competing norms. The 66/33 split of respondents in all four coun-
tries on the question of government involvement may reflect the polar forces of
the norm of personal freedom vs. the norm of organising the social life through
various political institutions. These polar forces may be quite similar in their
strengths across different societies despite great differences in actual involvement
of government in personal life and business activities. While the Slovenian govern-
ment controls4 a much higher percentage of gross domestic product (40%) com-
pared to the American (21%), Russian (22%), and Turkish (26%) governments,
the split of Slovenian respondents (66/33) regarding the government involvement
is very similar to the other countries.

This study is not without limitations, which simultaneously provide opportu-
nities for future research. We do not directly test for the influence of different so-
cial, political, and cultural factors in the ethical attitudes of businesspeople and
subsequently on their economic activity. For this, samples from a large number of
countries need to be collected to allow for greater variance in the variables. Addi-
tionally, variables in our study could be analysed simultaneously through struc-
tural equation modelling (or another advanced simultaneous analytical technique)
based on models similar to Hunt and Vitell (1986). One issue in such analysis is
due to measurement characteristics of our scales, in particular the first 33 ques-
tions. This is both a technical as well as a substantive question. We made a con-
scious decision to use binary variables through which respondents evaluated
certain types of behaviour as only ethical or unethical, while other researchers
may argue that respondents may see different behaviours in different degrees of
ethical or unethical, and would therefore use different types of scales (for example
a 5 point Likert scale). These issues need to be addressed in any future studies.
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We also propose some implications for practitioners, in particular the ones
operating in different cultural environments. Societies will agree to the existence
of business only if they gain by doing so and only if the businesses agree to remain
within the bound of the code of law (Hasnas, 1998). International managers
should use the ideas from ISCT to identify relevant authentic norms and conform
to local customs when appropriate, while maintaining the rule of not violating the
hypernorms. On a macro level, governments should put great priority on the de-
velopment of high-quality institutions that enhance trust among members of soci-
ety and increase the quality of economic interactions among them. It is in the best
interest of all societies to eradicate any unethical attitudes through educational,
legal and economic efforts, which indeed is a long-term undertaking.
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Endnotes

1. Only very small private craftsman shops were allowed during the socialist times
(1947-1988). While these shops usually employed up to 10 people, the vast ma-
jority employed less than five.

2. Due to low response rates, we compared our samples to the general population
in each of the countries - see discussion in the subsequent section.

3. Among the studied countries only Turkey had noticeable illiteracy rates, par-
ticularly among the adult population; in 1998 25% of women aged 15 and above
were considered illiterate by UNESCO standards.

4. Measured as the share of central government revenues in gross domestic prod-
uct in 1998.
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