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Abstract: This study aims to contribute to the understanding of unethical practices in business and
asks whether certain types of organizations are considerably more exposed to unethical business
practices than others are. Drawing from the tenets of institutional theory, the paper investigates
the occurrence of unethical practices in different organizational “fields”, namely the industry sector
(with focus on Finance and Construction), company membership in professional networks, com-
pany ownership (public/private), and company age. The method of stratified random sampling
by proportional allocation is used to establish the sample (n = 1295), composed mostly of company
owners and higher managers. Results show that, in general, the industry sector, membership in
professional networks, and company age are associated with significant variance in the perceived
incidence of unethical practices, whereas company ownership has no significant effect in this regard.
More specifically, the construction sector is significantly more exposed to unethical practices than
other sectors in the sample, while the finance sector is not. Companies with membership in profes-
sional networks report a significantly lower occurrence of unethical practices. Young companies
are significantly more exposed than their more mature counterparts; however, here the effect of
company size must be accounted for. The research was conducted in one of the former CEE block
countries—Slovakia. Given their common communist past and comparable peripeties with the
transition process, these findings might be useful for understanding business ethics issues in a wider
context of the CEE region.

Keywords: business ethics; Central and Eastern Europe (CEE); institutionalism; Slovakia; stakehold-
ers; unethical practices

1. Introduction

“You have principles and I have money”.—This statement appeared in a discussion
between a university lecturer and one successful entrepreneur, and is the epitome of
the current business ethics problems in Slovakia and, we believe, other post-communist
countries in the Central and Eastern Europe region (CEE). The whole conversation started
with a seemingly innocent question about the entrepreneur’s life story and his recipe for
success, which he could then later share with students in class during his guest lecture.
His reaction was swift, asking the teacher—“Do you pay taxes, my friend”? The teacher,
taken by surprise, said “Yes, of course . . . I have principles, and after all, paying taxes
is for our common good; as citizens we have some responsibility towards our society”.
The businessman laughed, put his arm over the teacher’s shoulder, and said “Well, you
see, you have your principles and I have my money . . . perhaps you should borrow my
accountant, a very clever guy, indeed”.

This anecdotal real-life story reflects only one of the many ethical problems in business
that still occur in the Slovak business environment thirty years after communism, suggest-
ing some sort of separation, or even a gap, between business and other societal institutions.
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According to the survey on a sample of more than one hundred Slovak companies carried
out by the Slovak Compliance Circle [1], the majority of respondents perceive business
ethics in Slovakia negatively (88%), with almost half of them confirming having lost a
business opportunity due to the unethical conduct of competitors. The results of more
recent research on the specifics of the Slovak business environment show that in Slovakia,
a business is not seen as nested firmly in society and cooperating along with other societal
institutions and that the mentality of businesses is influenced by the weak rule of law and
insufficient enforcement of compliance with the rules [2]. The advancement of business
ethics in the country is impeded by a vicious circle of interlinked barriers including self-
serving orientation of businesses, orientation to short-term profits, and mistreatment of
company stakeholders [3].

Our approach to studying unethical practices is anchored in several theoretical frame-
works. These include the new institutionalism theory, where the roots of unethical business
phenomena are associated with the influence of formal and informal institutions on con-
temporary economic life [4–7]. Furthermore, in classifying various unethical practices
examined in this research, we build on stakeholder theory [8–11]. The broader significance
of this study follows from Enderle’s three-level theory of business ethics [12,13] and Good-
paster’s concept of the “subject matter” of business ethics [14], which emphasizes the close
interconnectedness of societal, organizational, and individual levels of morality. Our study
focuses on the mezzo level of analysis, that is, on organizations whose ethically question-
able behavior within the “social territory” of business has far-reaching consequences for
the overall quality of life within our societies.

This study attempts to contribute to the contemporary discourse on ethical issues in
business in several ways:

(1) First, the daily reality of business ethics in the countries of the CEE region is
somewhat understudied. We contend that our findings might be useful for understanding
business ethics issues in a wider context of the CEE region. Considering their common
communist past and comparable peripeties with the transition process, it is likely that
the CEE countries share similar ethical problems and face comparable difficulties in the
current business environment. Prior research [15–20] has shown that post-communist
countries in the CEE block have to cope with the “heritage” of the common socialist past,
and experience complex challenges connected with a drastic underestimation and general
unpreparedness for the transition to the free market economy.

(2) Second, this paper presents an empiricist approach to the study of unethical
business practices. It reacts to the so-called rhetoric–reality gap in business ethics studies,
which has been noted by many scholars already, e.g., [21–25]. They claim that there might
be a wide distance between what is being verbalized and what is being done by companies
in terms of ethics. In general, research deals mostly with what firms verbalize in their
CSR reports and codes of ethics [26–29]. The rhetoric–reality gap suggests the formalistic
approach to ethics may not reflect fully upon the daily reality of business.

Given that, this study aims to delve into the real, perceived problems that firms experi-
ence in terms of business ethics. We build on the fact that experiences with (un)ethicality in
the business environment ultimately shape the decisions of company owners with respect
to a wide array of problems. In case company owners or managers perceive that the
environment is plagued by systemic opportunism, this market force might bend the values
of entrepreneurs and limit their ethical self-reflection as well [30]. Therefore, this study
finds it useful to focus not on the ethics-related rhetoric but on the perceived occurrence of
unethical practices and related experience of respondents from the corporate practice.

(3) Third, another contribution regards the relatively large scope of unethical practices
which surpass the otherwise usual narrow focus on corruption reflected in quantitative
surveys that pinpoint the problematic way of doing business in the CEE post-transitional
societies. Their methodologies focus largely on commonly held impressions and are based
on limited samples (e.g., [31–33]). By contrast, this study considers the subject matter in
its complexity. It builds on a large sample of 1295 respondents, mostly business owners
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and higher-level managers, and examines a relatively wide array of 26 unethical practices.
By this, we intend to shed light on the realm of unethical practices in substantially closer
detail. The given sample size and the scope of unethical practices (for e.g., see Appendix A,
Tables A1 and A9) are exceptional, at least in the business ethics literature. This allows
for drawing reasonable conclusions and setting grounds for future comparative studies
across countries.

(4) Fourth, the aim is to test the hypothesized significant differences between certain
types of companies in their exposure to unethical practices. The underlying question
this study posits is whether certain types of organizations are considerably more exposed
to unethical practices than others are. In this respect, we focus on four company-level
variables, namely the industry sector (focusing on Finance and Construction), company
membership in professional networks (e.g., professional and business associations, em-
ployers’ organizations), company ownership (public/private), and company age. Since in
the literature on business ethics in the CEE block these factors have not been systematically
examined yet, this study contributes to the current literature by providing novel insights
into which types of companies are particularly burdened by immorality in business in one
of the post-transitional countries in the CEE region.

In establishing our hypotheses about these four company-level variables, we build on
the research tradition and tenets of the new institutionalism [5,6,34] as a useful theoretical
lens for examining different organizational “fields”. According to DiMaggio and Powell,
the key assertion of institutionalism is that, once an interactive network of organizations is
established as a “field” and becomes a recognized area of organizational life, “powerful
forces emerge that lead them to become more similar to one another” [5], p.148. Members
of the field change and standardize their practices, and their strategies become increasingly
isomorphic. Many of these underlying homogenization and mimicking processes are due
to organizational decision-makers who model their companies after similar counterparts in
their field to become more successful, socializing into the field, learning proper responses,
and adjusting behavior according to the field norms [5,6,35,36]. Our research results indi-
cate which organizational fields are particularly burdened by unethical business practices
and need a more thoughtful approach and support from the institutional sphere.

First, as for the industrial sectors conceptualized as fields, we elaborate on the ideas
of Beschorner and Hajduk [37] that industrial sectors serve as frames of reference for
companies through which they gain distinct identity, resolve problems with distinct insti-
tutional logics, and adjust to the routines of their industry. Here, we focus specifically on
Construction and Finance, because prior research [38–44] shows that these are the critical
sectors in which an unethical business culture might be strongly embedded. As for the
second company variable, company membership in professional networks, we derive from
Scott’s idea that, along with the state, professional networks are the main actors who shape
the current institutional environment [45]. Professional networks span their member orga-
nizations and produce normative pressure and isomorphic tendencies across the field [5].
They might be conceptualized as communities of practice, which shape the path of their
members towards business ethics and compliance [46] and shelter their members against
unethical business activities, creating and sustaining environments that support affirmative
and positive ways of doing business. Third, this study looks at the exposure to unethical
practices in public- and private-owned organizations. Public-owned organizations serve as
an important ingredient of institutional life. They can be considered a specific field that has
developed a particular set of norms, routines, regulations, and patterns of behavior. Prior
research showed that, in comparison to private organizations, their public counterparts
face far more ethical issues and suffer from underutilization of both formal and informal
ethics management structures [47–49]. This may lead to lower preparedness of public
organizations to cope with negative externalities related with unethical behavior. As for
the fourth variable in our study, company age, we derive it from the idea that younger and
less matured companies do not have formal and informal ethics management structures in
place and, as such, are less prepared to deal with ethical challenges [38,50,51]. Importantly,
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in case the wider business environment is deformed by unethical practices, younger com-
panies tend to assimilate with the prevalent unethical modus operandi, as prior research
indicates that young companies are more compatible and isomorphic with the culture of
their environment than companies in a mature stage are [52].

Here, we consider it necessary to note that, for the sake of potential theoretical and
practical advancements, two levels of analysis were utilized in testing for significant dif-
ferences in the sample. The first level includes the composite measure of all unethical
business practices in total, while the second level of analysis takes a closer look at statistical
differences with respect to the key company stakeholders, namely the business partners,
customers, competitors, employees, and state/society. We contend that the stakeholder
approach [9–11] facilitates a more complete picture of how a business fulfills its ethical obli-
gations towards various stakeholders and where exactly an urgent intervention is needed
to improve the business environment. Connected with that, the practical implications
of this study are centered around suggestions for policymakers, company owners, and
managers, who wish to streamline the preventive measures against unethical practices
in business.

2. Theoretical Background
2.1. Research Context

As this research was carried out within a specific socio-cultural framework, we believe
it might be instructive to first discuss some specifics of the development of business ethics
nested in political and economic transformations that the CEE region has experienced in
the last thirty years [4,53]. Although unethical practices are found in business universally,
corporate choices about these tactics are influenced by their social and cultural contexts [34].

We follow up on Matten and Moon’s [34] delineation of “institutions” as not only
the formal organization but also as norms, rules, and routines, representing recurring
patterns of behavior, which define the boundaries of what is regarded as acceptable and
constrains individual behavior. Clearly, the boundaries of what is regarded acceptable will
vary across different socio-cultural frameworks. Due to close cultural and historical ties
and the common communist past, countries in the CEE region face similar ethical issues
in business. Therefore, the results of this study might be useful for understanding ethical
problems in doing business in post-transformational countries of the CEE reagion.

The yearly country rankings in the Corruption Perception Index (CPI) by Transparency
International reveal that the post-communist EU member states are still struggling with
how to appropriately address the corruption in their countries. Authors agree that, after the
fall of the Iron Curtain and the beginning of economic transformation from a centralized
state-led to a free market economy, businesses in CEE were operating primarily for the
profit of their owners, and only a few companies understood their obligations towards
the society, the citizens, or the environment [29]. An antagonistic relationship between the
state and business has evolved. As Bohatá [53] p.1574 observed, the business environment
was burdened by “insufficient law and jurisdiction, low support of ethics in laws, and
low interest of political leaders and government in ethics”, and it slowly became clear
that these difficulties would not vanish automatically with growing market experience.
Unfortunately, at that time, most businessmen as well as state administrators were unaware
of the principles of the free market economy, and the formation of a new economy took
place “without anchoring new economic subjects in social responsibility for privatized
assets, restituted property, employees, or for the society as a whole” [54] p.152. The process
of transformation in the CEE countries was painful. For the majority of the population, it
was accompanied by a decline in the standard of living and severe disappointment with
the new generation of politicians who were shown to be susceptible to corruption. The
influence of various business groups and oligarchs was intense, which eventually led to
the state capture and systemic political corruption [55].

However, positive changes in attitudes to corporate social responsibility and effective
regulation of business activities began to materialize after a couple of decades. Larger
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businesses and professional associations in particular were at the heart of these changes
because they realized that an unethical business environment impedes long-term economic
success and imposes risks not only for companies but also for the long-term sustainability
of the market economy itself [54]. Some studies indicate a positive trend in this respect. For
instance, Uzelac et al. [56] found that the institutional setting in many CEE countries has
improved over the past years, particularly in the control of corruption. The Eurobarome-
ter [57] reports that the proportion of Slovaks who have experienced an act of corruption
has substantially decreased since 2013 and that there is a considerable decline also in the
proportion of Slovaks who believe that corruption cases go unreported due to the fear of
getting into trouble for reporting them. Remišová et al. [54] maintain that Slovak businesses
are becoming more aware that their long-term economic success cannot be achieved in an
unethical business environment and that, as the country lacks a government-driven ethical
framework, businesses must start to improve business ethics by themselves.

2.2. Unethical Practices in Business

One of the reasons we focus on unethical business practices lies in their undeniable
gravity in undermining other societal institutions. Many business ethicists warn that
the uni-dimensional perception of the company as a tool for profit maximization for
the company owner or shareholders, greed, and the accompanying negligence of the
legitimate interests of company stakeholders is at the forefront of business decisions and
that this carries significant risks of further separation of business from other societal
institutions [11,58,59].

Thus, the broader significance of studying the occurrence of unethical practices in
business stems from the three-level theory of business ethics [12,13] and the related “subject
matter” concept of business ethics [14], which emphasize the close interconnectedness
of societal (macro), organizational (mezzo), and individual (micro) levels of morality.
The development of business ethics takes place simultaneously on all three social levels.
They are essential for the development of business ethics within a country, within a
particular region, and globally. They overlap and interact, and if one level fails, its role may
temporarily be replaced by another level. However, in the long run, one level cannot fully
compensate the other [14].

The economic sphere forms one of the spheres of social life and is profoundly inter-
connected with other societal institutions, while its basic mission is to support the quality
of life and sustainability of the current and future human population [60]. According to the
concept of the subject matter of business ethics [14], business subjects represent a specific
“social territory”, bearing predefined roles and specific ethical responsibilities.

Violations of these ethical obligations in the form of unethical business practices
are extremely diverse in corporate practice. Thus, in the empirical research, there is a
need to classify the bulk of unethical practices within a logical structure. The literature
offers several typologies of unethical practices. Usually, various application areas such
as ethical issues in finance, marketing, or human resources are considered. Alternatively,
authors focus mostly on broad types of unethical activities such as fraud, corruption,
blackmailing, conflicts of interests, or corporate espionage. For instance, one of the earliest
typologies was proposed by Nicholson and Robertson [61]. However, their classification
derived from a theoretical basis was somewhat complicated in merging together various
ethical issues (e.g., product quality and safety, environmental protection, advertising, and
discrimination) and stakeholders (e.g., customers, local community, and government).
Another typology by Fassin [38] was based on theoretical reflection and anecdotical case
evidence from the corporate practice and included ethical issues such as fraud, unfair
competition, unfair communication, a lack of respect for agreements, unfair attitudes
towards and unfair treatment of stakeholders, abuse of power, and conflicts of personal
versus stakeholders’ interests. An interesting and rather unusual typology was put forward
by Geva [62]. Its uniqueness lies in referring to the psychological-cognitive issues in ethics,
emphasizing managerial perception, and referring to various types of moral problems,



Sustainability 2021, 13, 3412 6 of 33

namely the “genuine ethical dilemma”, “compliance problem”, “moral laxity”, and “no-
problem“ situations, when the person knows what the moral obligation is and has the
will and the ability to fulfill it. A more novel classification of unethical practices by
Lasthuizen et al. [63] was based on a conjunction of desk and empirical research and
included 10 categories of ethical issues in business (e.g., bribing, favoritism, fraud, theft,
and conflicts of interests). However, this classification was informed by findings from the
counterproductive behavior and organizational deviance stream of research and therefore
focused more on the company’s internal practices, giving less account of practices regarding
the external stakeholders in the market.

In this study, we decided to use the stakeholder approach [8–11,59] for the catego-
rization of various unethical business practices into meaningful subunits. By definition,
stakeholders are groups that are influenced by the company operations, having a con-
tractual link to the company (employees, suppliers, etc.) or the wider public (region,
society, environment, etc.). The stakeholders have legitimate interests related to the com-
pany operations, and any responsible company should accept and respect these interests.
Nevertheless, the relationship of the company with its stakeholders can be uneven due
to power inequality (e.g., managers vs. employees and suppliers vs. customers). The
influence of stakeholders over the company differs across various stakeholders due to their
power position in negotiations with the company, legitimacy as a mandate to use power in
claiming something from the company, and urgency, calling for immediate action of the
company [10].

This study utilized the classification of unethical practices based on five specific
company stakeholders, namely, business partners, customers, competitors, employees, and
the state/society. They belong to the group of so-called primary stakeholders, including
groups with a high level of interdependence without whose ongoing contribution the
company cannot survive [8]. This choice was informed also by the qualitative research
stream with several focus groups, which preceded the quantitative research in this study
and shaped the content of the questionnaire items (see the Methodology section). More
specifically, from the 26 unethical practices investigated in this study, six practices related
to business partners, three practices were tied to customers, four practices concerned the
competition, seven practices related to employees, and six practices were linked with the
wider state/society (for a detailed overview, see the Appendix A, Table A1).

2.3. Differences in Occurrence of Unethical Practices in Business

As outlined in the Introduction, the underlying question this study posited was
whether certain types of organizations are considerably more exposed to unethical prac-
tices than others are. In specifying the particular “types” of organizations, we built on
institutionalism theory [5,6,34] as a useful theoretical framework for understanding the po-
tential differences in occurrences of unethical practices in different organizational “fields”.
We focused on four company variables, namely the industry sector (with a focus on Finance
and Construction), company membership in professional networks, company ownership
(public/private), and company age. In building our hypotheses about these four company-
level variables, we strived to leverage the prior work of authors who examined unethical
practices in different types of organizations. In the literature on business ethics in the CEE
block, these factors have not been systematically examined yet. Nevertheless, although the
extant research is predominantly Western-based, we regard it as a useful starting point for
developing our hypotheses.

The first hypothesis deals with the linkage between unethical business practices and
the industry sector in which the company operates. We focus on the industry because
Beschorner and Hajduk state that the “industrial sectors—similarly to national cultures—
can be seen as ‘frames’ for the actors (companies), which see themselves and are seen by
others as belonging to a specific group with a distinct identity and distinct problems and
‘institutional logics’” [37], p. 637. Unique subcultures with specific norms of behavior
are created within these operational frameworks, with companies adopting the same
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patterns of behavior, that is, the common “rules of the game” [64], with respect to company
stakeholders. Furthermore, as Peeters et al. [65] note, specific industries tend to be involved
in specific rule violations, and some industries are more criminogenic than others are. This
implies that the industry might be a critical factor in the diffusion of unethical activities.

Research shows that critical sectors in which an unethical business culture might be
strongly embedded are Construction and Finance. For instance, Fassin [38] states that, in
the construction industry, the large general contractors seek to generate additional profit
by squeezing the prices of their subcontractors, even at the expense of quality and safety.
Vee and Skitmore [39] identify several ethical issues in the construction industry: unfair
conduct, negligence, conflicts of interest, collusive tendering, fraud, confidentiality and
propriety breach, bribery, and environmental damages. In another study, Abdul-Rahman
et al. [41] conclude that the construction industry is plagued mainly by underbidding,
bid shopping, or bid cutting, followed by bribery, corruption, negligence, front-loading,
payment games, cover pricing, or withdrawal of payments.

As for the financial sector, the so-called “Goldman rule” suggesting that financial
institutions are less likely to engage in ethics because the opportunity costs of such behavior
are high [42]. The greed and related profit maximization are ingrained in the substance
of financial institutions [43], and Watkins [42] states that the greater the profitable oppor-
tunities are, the more likely the banks will not regard the broader consequences of their
actions. In addition, Cohn et al. [44] suggest that the prevailing way of how the banks
operate undermines the norms of an honest business culture.

In the Slovak context, the studies on ethics in the banking sector are almost non-
existent. One exception is the study by Belas et al. [66], although this study does not deal
with ethical issues directly. The results of their empirical inquiry show that the last financial
crisis led to a deterioration concerning banks’ employee acceptance of client needs as,
meeting the needs of the client’s interest has decreased significantly in 2012 compared
to 2008.

Given the discussion on unethical practices across both industries, we hypothesized
the following:

Hypothesis 1a (H1a). Experience with unethical business practices differs by the sphere of
economic activity, in that the construction sector is significantly more exposed to unethical business
practices than other sectors.

Hypothesis 1b (H1b). Experience with unethical business practices differs by the sphere of
economic activity, in that the finance sector is significantly more exposed to unethical business
practices than other sectors.

The second hypothesis regards companies’ membership in professional networks.
Here, we derive from Scott’s idea that, along with the state, professional networks are the
main actors who shape the current institutional environment [45]. In the light of institu-
tionalism, professional networks span their member organizations, producing normative
pressure and isomorphic tendencies across the field [5]. They are significant, but rarely
studied actors, co-creating the character of the entire business environment. As Besser and
Miller [67] state, although the business networks are considered the key organizational
form in the global economy, very little is known about how they affect the ethical and
social performance of their members. Based on comprehensive research and multilevel
analysis of a large number of data, the authors contend that members of the professional
networks are likely to conform to the pattern of social performance prevailing in their
association [67]. More currently, Weller [46] conceptualized professional associations as
“communities of practice” that can determine the path of community members towards
corporate responsibility and compliance.

This indicates that the role of professional networks in the modern business-driven
society does not end with advocating the business interests but extends to developing
business ethics in line with societal expectations. Slovak professional networks have a sig-
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nificant impact on the development of legislation [68], designing new measures to improve
the ethical functioning of the business sector. In addition, besides interfering with the
legislation process at the macro-level (i.e., state, politics, and legislation), the professional
networks support businesses in a variety of ways by organizing educational activities,
issuing specialized publications or quality certificates. They monitor and analyze current
legislation and inform member companies about its changes; they support networking
among companies and assist and strengthen the position of businesses with the state.

In line with the above-discussed literature [45,46,67], professional networks have nor-
mative and isomorphic tendencies via educational, informational, networking, and devel-
opmental functions in the business community. Therefore, we hypothesized the following:

Hypothesis 2 (H2). Experience with unethical business practices differs by the membership
in professional networks, in that the companies with membership in professional networks are
significantly less exposed to unethical business practices than non-member companies.

The third hypothesis connects the unethical business practices and the public/private
ownership of companies. Conventionally, public-owned organizations serve as an impor-
tant ingredient of institutional life. They can be considered a specific field that has devel-
oped a distinct set of norms, routines, regulations, and patterns of behavior. Western-based
research indicates that, compared to private-owned companies, their public counterparts
face far more ethical issues. For instance, Svensson et al. [47] conducted research on ethics
commitment in public and private sector organizations in Sweden and showed that, al-
though both sectors suffered from relatively underutilized business ethics measures, the
private organizations were somewhat more developed in this regard. According to some
scholars, the ethicality of employees and managers in public-owned organizations is under
great pressure. Wittmer and Coursey [48] found that public managers perceived the ethical
climate in their organizations less favorably than private managers did. According to
Boyne [49], public employees work in a complex and unstable environment, which is more
prone to ambiguity and outside influences.

Interestingly, these findings are consistent with the Slovak research results showing
that ethical leadership at the top of Slovak companies is less developed in public organiza-
tions. According to Kirchmayer et al. [69], the public sector in Slovakia is lagging behind
the private sector in ethical leadership. In addition, their results indicate differences in
favor of leaders in private companies regarding ethical decision-making as well as the level
of knowledge leaders have in ethics. Similarly, Lašáková et al. [70] show that employees
working in the public sector perceive their leaders as considerably less values-oriented.

The institutionalism literature pinpoints that organizational decision-makers are those
who model their organizations after similar counterparts in their field to become more
successful [5,6,35,36]. Likewise, in the behavioral stream of business ethics, it is widely
acknowledged that company leaders influence the organizational culture and climate in
terms of ethics and have a substantial effect on the ethical behavior of other employees
e.g., [71–74]. In case the public sector is lagging behind the private sector in leadership
ethics, the public companies might find it more difficult to cope with negative externalities
related to unethical behavior.

Along this line of reasoning, we hypothesized the following:

Hypothesis 3 (H3). Experiences with unethical business practices differ by the ownership, in that
the public-owned companies are significantly more exposed to unethical business practices than
private companies.

Another variable that might make a difference with respect to the experiences with
unethical business practices is company age. We derive from the idea that younger and less
matured companies do not have formal and informal ethics management structures in place
and, as such, are less prepared to deal with ethical challenges [38,50,51]. Furthermore, when
the wider business environment is deformed by unethical practices, younger companies
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tend to assimilate with the prevalent unethical modus operandi, as prior research indicates
that young companies are more compatible and isomorphic with the culture of their
environment than companies in a mature stage are [52].

The decision to embed the ethics into the company DNA right from the start in young
companies is dependent on the owner–manager’s values. Lähdesmäki [30] asserts that it is
the personality of the company owner-manager, more specifically the ability of the owner–
manager to reconcile the profits orientation with the philanthropic social orientation,
that shapes the way early-stage companies deal with ethical issues in business. More
importantly, Morris et al. [50] conclude that the relationship between the company life cycle
and ethical practices is based on the existence of formal management systems that have been
implemented as the firm grew over time. Thus, mature companies with institutionalized
ethics management structures sustain positive perceptions of the ethical performance of
the firm as well as its preparedness to effectively deal with ethical challenges.

Due to a low level of ethics institutionalization in young firms, they may lack the
necessary defense mechanisms against unethicality in the business environment. Start-
ups face numerous unethical practices concerning intellectual property, confidentiality
of information, insider trading, or conflicts of interest related to raising funds. Other
ethical issues typical for less mature companies include a lack of fairness in personnel
and customer relationships, untruthful communication, and distribution-channel-related
ethical dilemmas [38].

Given the findings discussed above on ethical problems in young firms, the lack of
formalized structures, and the isomorphism with the culture of the surrounding business
environment, we hypothesized the following:

Hypothesis 4 (H4). Experiences with unethical business practices differ by the company age, in
that the early-stage companies are significantly more exposed to unethical business practices than
more mature companies.

In what follows, a detailed description of the research methodology relating to the
above-stated research inquiries is provided. Subsequently, the research outcomes are pre-
sented and discussed, and theoretical and practical implications are outlined, together with
conclusions and limitations of the current research approach and future research avenues.

3. Materials and Methods
3.1. Method and Scale Development

This paper presents one portion of results from the quantitative research strand of
a larger multi-method comprehensive research project. The data were acquired through
a questionnaire comprising several sections on various aspects of business ethics in the
Slovak business environment.

The questionnaire section dealing specifically with unethical business practices was
derived from qualitative research consisting of several consecutive focus groups that pre-
ceded the quantitative phase of this research project. Thus, the list of researched unethical
practices represents an original contribution to the understanding of contemporary ethical
problems of the business environment in one of the post-transitional countries of the former
CEE block.

The first four focus groups aimed to gather qualitative information on ethical issues in
the Slovak business environment. These were organized in November 2017 and March and
April 2018. The first focus group included eight representatives from prominent Slovak
business and employer organizations; the second was with eight participants working in
“Via Bona” award-winning organizations (this award-winning competition is organized by
the Pontis Foundation for companies that are considered role models in business ethics in
Slovakia); the third focus group entailed six representatives of the SME sector in Slovakia;
the fourth was organized with seven representatives from six large companies operating in
Slovakia and abroad.
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After processing the substantial amount of rich qualitative data, a large list of unethical
practices appearing in the current Slovak business environment was compiled. In the next
step, this list was distributed to research team members and was critically analyzed. The
aim was to drop practices that were infrequent or overlapping and thus to reduce the
length of the list. Afterward, the first draft version of the questionnaire section on unethical
business practices was put together.

Consecutively, four additional focus groups tested the pilot version of the question-
naire to ensure that the final version would be clear and understandable for respondents.
These focus groups were carried out in October and November 2018 with a total of 32 com-
pany owners, managing directors, and top managers. Their critical assessment of the
design and content of the draft questionnaire resulted in another portion of rich data, based
on which the research team decided to edit the content, diction, and graphic outline of the
research tool.

The final questionnaire section with the unethical business practices (test variables)
entailed 26 individual items structured according to five primary stakeholders of the
company (see Appendix A, Table A1).

3.2. Sampling Strategy and Procedure of Data Acquisition

The method of stratified random sampling from the population of Slovak companies
by proportional allocation was chosen to establish the sample. The company size and
company regional location were used as the stratification variables. The classification of the
variable “company size” was based on the number of employees according to the European
Commission recommendation no. 2003/361/EC [75]. It entailed four categories: 345 micro
(1–9 employees), 413 small (10–49 employees), 294 medium-sized (50–249 employees),
and 243 large companies (250 or more employees). The groupings within the variable
“company regional location” were based on the classification system NUTS2 [76] and
included 422 companies from the Bratislava region, 369 companies from the West Slovakia
region, 261 companies from the Central Slovakia region, and 243 companies from the
East Slovakia region. In line with the research design and the fact that the four examined
variables were related to the company level of analysis, the sampling strategy was based on
the inclusion of one participant from each organization. The required minimum number of
individual respondents from participating organizations in each of the 16 categories (four
regions × four company sizes) was determined based on well-established formulas [77,78]
(for a detailed description of the procedure for calculating the sample size, see [79]).

The data acquisition took six months, from January to June 2019. Data were gath-
ered via an identical e-questionnaire and its printed version. Members of the research
team approached potential research participants through email addresses included in the
database of Slovak companies provided by FinStat. Moreover, as it was challenging to
gain the desired response rate from the medium-sized and large companies due to their
limited numbers in the Slovak economy, the Cribis universal register of firms was utilized
to contact the company owners and top managers. In addition, after the first round of the
call for participation (January–February 2019), the research team used individual contact
methods (email or telephone) to disseminate the call to medium-sized and large firms
from distinct Slovak regions with a lower initial response rate (especially in the East Slo-
vakia region). Some contacts were gained also with the help of prominent business and
employer organizations (Slovak Compliance Circle, National Union of Employers, and
Federation of Employers’ Associations of the Slovak Republic). In the second round of
data gathering (March–June 2019), along with electronic calls, the dissemination of the
printed questionnaires started. Three team members visited altogether eight conferences
for business professionals, where the conference organizers kindly provided time and
space to inform conference participants from the corporate practice of the research being
undertaken and asked them to fill out the questionnaire.
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3.3. Sample Demographics in Brief

The final sample consisted of n = 1295 respondents (for an instant overview, see
Appendix A, Table A6). The proportion of women and men was quite balanced in the
sample, with 46.3% females and 53.7% males. The majority (30.4%) were in the age category
of 41–50 years, 26.2% were 51–60 years old, and 23% were in the category of 31–40 years
old. The least populated were age categories of 60+ years (11%) and up to 30 years (9.3%).
As for their educational level, 82.4% of respondents had a university education (8.7% with
a Bachelor’s degree, 62.8% a Master’s degree, and 10.9% a Ph.D. degree or higher). Most
of them (47.1%) had economic/management education, followed by technical education
(28.6%). As for their position in organization, most respondents worked as managers (41.5%
company owners/managing directors; 24.7% top managers; 5.1% managers (non-specified);
1.5% ethics and compliance managers), or their position included managerial roles that
relate to addressing ethical issues in the company (0.8% internal lawyers; 0.8% internal
auditors; 0.4% ethics officers). Last but not least, their seniority in the respective positions
ranged from the following: less than one year (6.5%), one to three years (17%), four to ten
years (29.3%), and more than ten years spent in the position (47.3%).

3.4. Grouping Variables

As for the company variables included in this study, the descriptive statistics for
grouping variables are shown in Appendix A, Tables A7 and A8. In percentage terms,
slightly more than 39% of the sample was populated by companies with membership in
professional networks. As for company ownership, 89% were private-owned. In terms of
company age, 1.8% of companies were established less than three years prior, 15.8% had
been operating for 4–10 years, 19.7% had been operating in the market for 11–15 years,
14.7% of the sample had run for 16–20 years, 33.3% of companies had been active from
21 to 30 years, and 14.7% of the sample included companies that had been in the market
for 30+ years. The industry sectors were differentiated according to the NACE system
of classification into 10 categories [75] and included general services (20.3%); wholesale
trade, retail trade, transportation and warehousing, accommodation, and food services
(19.4%); manufacturing, mining, quarrying, and related services (18.1%); construction
(9.7%); professional, scientific, technical, administrative, and support services (8.6%); public
administration, defense, education, healthcare, and social assistance (6.8%); agriculture,
forestry, and fishing (5.2%); information and communication (6.7%); finance and insurance
(3.5%); and real estate and related services (1.7%).

3.5. Test Variables

As outlined in Section 3.1, the 26 unethical practices related to five primary stake-
holders of the company. These included business partners (six items), customers (three
items), competitors (four items), employees (seven items), and the state/society in general
(six items).

The descriptive statistics for the total score (composite) for the five stakeholder groups
and for the individual 26 unethical business practices are shown in Appendix A, Table A9.

The main question in the respective questionnaire section given to respondents was
whether they encounter these unethical practices when doing business in Slovakia, while
the instruction was to answer this question on a five-point scale ranging from “yes, I
encounter this practice” to “no, I do not encounter this practice”. In processing the results,
the answers on the scale were coded reversely (with 1 indicating a low occurrence and
5 denoting a high occurrence of the unethical practices).

The main methodological approach (quantitative and survey-based) is linked with
some limitations and potential epistemological problems. Traditionally, ethics studies
build on the positivistic model and are predominantly quantitative. Since, in its essence,
ethics studies try to answer qualitative questions (relating to morality, justice, fairness,
etc.) via a quantitative approach [80], there is a strengthened call for a more pluralistic
approach to the study of business ethics phenomena including interpretative modes of
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inquiry in the study of morality in business organizations [80,81]. Our approach in this
study is quantitative and, as such, might not be immune to the traditional problems of the
positivistic paradigm in social sciences. The general reluctance of respondents to answer
questions about their own ethical behavior was shown in prior research, e.g., [38,51,81].
To minimize distortion in the meaningfulness of the acquired data, we avoided questions
about respondents’ intentions, value preferences, or normative self-reflection. Instead, this
research focused on mapping the perceived occurrence of unethical practices in business
through respondents’ insights from their real-life business experience. This sort of indirect
questioning approach was chosen deliberately to avoid the social desirability bias that
could negatively affect the data [81–83]. Hence, to minimize biased responses, the central
instruction did not ask respondents to evaluate their personal attributes, attitudes, or
behaviors but invited them to assess their lived experience with various unethical practices
occurring in the business environment.

3.6. Preliminary Data Analysis

After completing the dataset, the reliability analysis was conducted. Cronbach’s alpha
for the 26 items altogether equaled α = 0.97, and the “if deleted” analysis did not prove
to be reason for dropping any of the items (Appendix A, Table A1). Subsequently, the
reliability analysis was also carried out for the individual five classes of unethical practices
grouped according to company stakeholders, and results showed that all five groups of
items were stable, with alpha values well above the threshold of 0.60, with α = 0.87 for
unethical practices towards business partners, α = 0.93 for unethical practices towards
customers, α = 0.90 for unethical practices towards competitors, α = 0.94 for unethical
practices towards employees, and α = 0.96 for unethical practices towards the state/society
(Appendix A, Table A2).

Interestingly, the exploratory factor analysis (Appendix A, Tables A3 and A4,
Figure A1) retained four instead of five factors. The total variance explained was 54%
(cumulative 73%). While Factors 1, 3, and 4 matched the given groups of unethical practices
with respect to employees (in Factor 1), the state and society (in Factor 3) and business
partners (in Factor 4), the other two groups of variables (customers and competitors) were
grouped into a single Factor 2. This result was unexpected and should be interpreted with
caution. Given that we examined the occurrence of unethical business practices, this result
implies that the ethical issues related to both the customers and competitors might be, actu-
ally, closer than originally thought and that the issues included in the questionnaire might
be quite interconnected in practice. Thus, although theoretically distinct, the items under
the “unethical practices towards competitors” (e.g., cartel agreements, unfair procurement
practices, patent abuse, and purposeful damaging of competitors’ reputations) and items
under the “unethical practices towards customers” (e.g., low-quality products, avoiding
liability for complaints and errors, and misleading advertising) seem to be connected (at
least in terms of their occurrence) in practice.

To assess the normality of distribution, the Kolmogorov–Smirnov and the Shapiro–
Wilk tests were utilized (Appendix A, Table A5). Both tests showed that the data were not
normally distributed (with p-values below the threshold of 0.05). Thus, the nonparametric
tests were applied in the following process of testing for statistically significant differences
in the sample.

In addition, to ascertain the potential effect of company regional location and company
size as the two stratification criteria, based on which the representative sample composition
was established, we performed in the preliminary analysis a series of partial correlation
tests with unethical business practices (total score) and the examined four company-
level variables (industry, membership in professional networks, company ownership, and
company age). Results showed that the regional location and company size as control
variables did not have any effect on the relationship between unethical practices and
company ownership and industry. Regional location had an effect on the relationship
between unethical practices and membership in professional networks and company age.
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Still, these relationships were significant in either case, and the differences before and
after, including the control variable, were only trivial. The same was applicable for the
effect of company size on the correlation between unethical practices and membership in
professional networks. The only change in significance when controlling for the company
size was found for the relationship of unethical practices and company age. From the
preliminary analysis, we concluded that the analysis of differences in unethical practices
based on company age needs to be interpreted cautiously due to contamination of these
results by the effect of company size.

4. Research Results

Two levels of analysis were utilized in testing for significant differences in the sam-
ple. The first level included the composite measure of all unethical business practices in
total, while the second level of analysis took a closer look at statistical differences with
respect to the five stakeholders, namely the business partners, customers, competitors,
employees, and the state/society. The statistical significance of differences in the sample
was tested by nonparametric Mann–Whitney U test (Tables 1–3) and Kruskal–Wallis H test
(Tables 4 and 5). The sample statistics of the variables in the study and the correlations
among the individual variables are included in Appendix A, Table A7 (grouping variables),
Appendix A, Table A9 (test variables), and Appendix A, Table A10 (correlations). The
comparison of mean values in unethical business practices (hereafter UBPs) based on the
examined company variables is displayed in Appendix A, Table A11.

Table 1. Differences in exposure to unethical business practices (UBPs) based on industry sectors (with a focus on
Construction and Finance sectors vs. Other sectors, respectively).

Construction vs.
Other Sectors UBP Total UBP

Bus. Partners
UBP

Customers
UBP

Competitors
UBP

Employees
UBP

State/Society

Mann–Whitney U 62,637.500 57,175.000 61,306.500 59,920.500 69,276.000 69,351.000
Wilcoxon W 747,672.500 742,210.000 746,341.500 744,955.500 754,311.000 754,386.000

Z −2.639 −4.020 −2.994 −3.332 −0.970 −0.952
Asymp. Sig. 0.008 0.000 0.003 0.001 0.332 0.341

Finance vs. Other
sectors UBP Total UBP

Bus. Partners
UBP

Customers
UBP

Competitors
UBP

Employees
UBP

State/Society

Mann–Whitney U 26,647.500 28,042.000 26,365.500 26,638.000 24,825.000 27,720.500
Wilcoxon W 808,522.500 29,077.000 808,240.500 808,513.000 806,700.000 809,595.500

Z −0.599 −0.034 −0.719 −0.605 −1.341 −0.165
Asymp. Sig. 0.549 0.973 0.472 0.545 0.180 0.869

Mann–Whitney Test; Grouping Variables: Construction/Finance.

Table 2. Differences in exposure to UBPs based on company membership in professional networks.

UBP Total UBP
Bus. Partners

UBP
Customers

UBP
Competitors

UBP
Employees

UBP
State/Society

Mann–Whitney U 137,960.000 147,332.500 138,932.500 136,398.500 142,924.000 142,776.500
Wilcoxon W 266,231.000 275,603.500 267,203.500 264,669.500 271,195.000 271,047.500

Z −5.093 −3.454 −4.957 −5.382 −4.228 −4.258
Asymp. Sig. 0.000 0.001 0.000 0.000 0.000 0.000

Mann–Whitney Test; Grouping Variable: Membership in professional networks.

As per H1a and H1b, we argued that the experience with UBPs differs by the sphere
of economic activity, in that the construction sector (H1a) and the finance sector (H1b) are
significantly more exposed to UBPs than the other sectors in the sample. The results of
data analysis (see Table 1) show that, in line with H1a, the UBP total score was significantly
higher in the construction sector as compared with the other sectors (U = 62,637.500,
p = 0.008). Likewise, the UBPs toward the five company stakeholders were higher for
the construction companies. Here, however, the statistical significance of differences was
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confirmed only for business partners, customers, and competitors, while the UBPs towards
the employees and the state/society were not significantly different (p = 0.332 and p = 0.341,
respectively).

Table 3. Differences in exposure to UBPs based on company ownership.

UBP Total UBP
Bus. Partners

UBP
Customers

UBP
Competitors

UBP
Employees

UBP
State/Society

Mann–Whitney U 50,605.000 45,569.500 48,917.000 47,055.500 48,436.000 51,108.500
Wilcoxon W 54,700.000 49,664.500 713,045.000 51,150.500 712,564.000 55,203.500

Z −0.377 −1.917 −0.898 −1.464 −1.040 −0.224
Asymp. Sig. 0.706 0.055 0.369 0.143 0.298 0.823

Mann–Whitney Test; Grouping Variable: Ownership (Public/Private).

Table 4. Differences in exposure to UBPs based on company age.

UBP Total UBP
Bus. Partners

UBP
Customers

UBP
Competitors

UBP
Employees

UBP
State/Society

Chi-Square 20.970 12.721 13.678 21.535 20.558 14.301
Asymp. Sig. 0.001 0.026 0.018 0.001 0.001 0.014

Kruskal–Wallis Test; Grouping Variable: Company Age.

Table 5. Differences in exposure to UBPs based on company age layered by company size.

UBP Total UBP
Bus. Partners

UBP
Customers

UBP
Competitors

UBP
Employees

UBP
State/Society

Micro
Chi-Square 4.193 2.165 2.373 10.202 3.423 4.623
Asymp. Sig. 0.522 0.826 0.795 0.070 0.635 0.464

Small
Chi-Square 3.017 0.934 7.004 3.856 6.283 3.675
Asymp. Sig. 0.697 0.968 0.220 0.570 0.280 0.597

Medium
Chi-Square 11.111 3.447 3.664 7.168 7.702 7.131
Asymp. Sig. 0.049 0.631 0.599 0.208 0.173 0.211

Large Chi-Square 16.010 6.451 14.707 10.617 14.902 15.363
Asymp. Sig. 0.007 0.265 0.012 0.060 0.011 0.009

Kruskal–Wallis Test; Grouping Variable: Company Age.

Findings for the finance sector (Table 1), however, demonstrated inconsistency with
H1b. The difference between the finance companies and the rest of the sample in the UBP
total score of U = 26,647.500 was insignificant (at p = 0.549). The same result was observed
for the five company stakeholders (with p = 0.973 for business partners, p = 0.472 for
customers, p = 0.545 for competitors, p = 0.180 for employees, and p = 0.869 for state/society).
The line graph (Figure 1) with lines differentiated according to the five stakeholders shows
a quite similar ascending trend across the examined industries. The only deviation occurs
with respect to the stakeholder “business partners”, where, compared to the other sectors,
the trend is slightly decreasing.

As per H2, we proposed that the experience with UBPs differs by the membership
in professional networks, in that the member companies are significantly less exposed
to UBPs than non-member companies. Consistently with H2, results of data analysis
through the Mann–Whitney U test (Table 2) showed that companies with membership in
professional networks are significantly less exposed to unethical practices in the UBP total
score (U = 137,960, p = 0.000) as well as regarding the UBPs towards the five company
stakeholders (U = 147,332.500, p = 001 for business partners, U = 138,932.500, p = 0.000 for
customers, U = 136,398.500, p = 0.000 for competitors, U = 142,924, p = 0.000 for employees,
and U = 142,776.500, p = 0.000 for the state/society). The trend stays stable across the five
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stakeholders, with increased UBPs towards the five stakeholders reported by companies
that are not members of any professional network (Figure 2).
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As per H3, we contended that the experiences with UBPs differ by ownership in
that the public-owned companies are significantly more exposed than private companies.
However, the results of the Mann–Whitney U test (Table 3) indicated that, contrary to
H3, there were no statistically significant differences in the UBP total score nor the UBPs
for the five stakeholders. The UBP total score showed U = 50,605 with p = 0.706, fol-
lowed by U = 45,569.500 and p = 0.055 for business partners, U = 48,917, p = 0.369 for
customers, U = 47,055.500, p = 0.143 for competitors, U = 48,436, p = 0.298 for employees,
and U = 51,108.500, p = 0.823 for the state/society. Interestingly, the line graph (Figure 3)
shows a divergent trend in UBPs across stakeholders in public and private companies. The
UBPs towards employees and customers are increasing in the public companies, while the
UBPs towards business partners, competition, and slightly towards the state/society show
a decreasing tendency in the public companies, as compared to the private companies.



Sustainability 2021, 13, 3412 16 of 33

Sustainability 2021, 13, x FOR PEER REVIEW 15 of 33 
 

 

Figure 2. Membership in professional networks and unethical business practices. 

As per H3, we contended that the experiences with UBPs differ by ownership in that 

the public-owned companies are significantly more exposed than private companies. 

However, the results of the Mann–Whitney U test (Table 3) indicated that, contrary to H3, 

there were no statistically significant differences in the UBP total score nor the UBPs for 

the five stakeholders. The UBP total score showed U = 50,605 with p = 0.706, followed by 

U = 45,569.500 and p = 0.055 for business partners, U = 48,917, p = 0.369 for customers, U = 

47,055.500, p = 0.143 for competitors, U = 48,436, p = 0.298 for employees, and U = 

51,108.500, p = 0.823 for the state/society. Interestingly, the line graph (Figure 3) shows a 

divergent trend in UBPs across stakeholders in public and private companies. The UBPs 

towards employees and customers are increasing in the public companies, while the UBPs 

towards business partners, competition, and slightly towards the state/society show a de-

creasing tendency in the public companies, as compared to the private companies.  

Table 3. Differences in exposure to UBPs based on company ownership. 

  UBP Total 
UBP  

Bus. Partners 

UBP  

Customers 
UBP Competitors UBP Employees 

UBP 

State/Society 

Mann–Whitney U 50,605.000 45,569.500 48,917.000 47,055.500 48,436.000 51,108.500 

Wilcoxon W 54,700.000 49,664.500 713,045.000 51,150.500 712,564.000 55,203.500 

Z −0.377 −1.917 −0.898 −1.464 −1.040 −0.224 

Asymp. Sig.  0.706 0.055 0.369 0.143 0.298 0.823 

Mann–Whitney Test; Grouping Variable: Ownership (Public/Private). 

 
Figure 3. Company ownership and unethical business practices.

As per H4, we argued that the experiences with UBPs differ by company age (that
is, the time a company has been in the market), in that the early-stage companies are
significantly more exposed to UBPs than more mature companies. In line with H4, the
Kruskal–Wallis H test (Table 4) showed that there was a statistically significant difference
in the UBP total score between the companies based on their age, χ2(2) = 20.970, p = 0.001,
as well as in UBPs towards the five stakeholders (χ2(2) = 12.721, p = 0.026 for business
partners, χ2(2) = 13.678, p = 0.018 for customers, χ2(2) = 21.535, p = 0.001 for competitors,
χ2(2) = 20.558, p = 0.001 for employees, and χ2(2) = 14.301, p = 0.014 for the state/society).
As shown in Figure 4, the curves for UBPs towards the five stakeholders copy the common
trend, according to which the early-stage companies (less than 3 years in the market) report
a significantly higher occurrence of UBPs than companies operating in the market for a
longer period of time. In contrast, companies operating in the market for more than 30 years
seem to be significantly less exposed to unethical practices than the rest of the sample.
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The preliminary analysis showed that, in the case of company age, the results might
be contaminated by the effect of the company size. Therefore, we conducted a split analysis
and replicated the Kruskal–Wallis H test (Table 5) layered by company size (micro, small,
medium-sized, and large companies). The results show that the significant differences in
exposure to UBPs (total) based on company age are located in medium-sized and large
firms (χ2(2) = 11.111, p = 0.049, χ2(2) = 16.010, p = 0.007, respectively), while micro and small
companies do not show any significant difference in this respect. As for the individual
company stakeholders, differences are significant in large firms with respect to customers
(p = 0.012), employees (p = 0.011), and the state/society (p = 0.009). Detailed description
of the mean values for UPBs differentiated according to company age combined with
company size is shown in Appendix A, Table A12.

5. Discussion

The industry sector. This study focused on two specific sectors, Construction and
Finance, which have been hypothesized in past literature to be especially susceptible to
immorality and irresponsible practices in business. Consistently with previous studies on
ethical issues in Construction [38–41], our study showed that it was plagued with unethical
practices substantially more than the other sectors in the sample (H1a). However, and
contrary to theory, the incidence of unethical practices in the Finance sector did not differ
significantly from the rest of the sample (H1b), and this result was confirmed also for the
five company stakeholders included in this study. This outcome was quite unexpected
since the academic literature gives evidence that the financial sector, including the banking
subsector, is especially prone to some forms of unethical conduct such as abusing power
over entrepreneurs who lack financial resources [38], prioritizing profits over ethics [42,43],
and engaging in money laundering schemes [84]. These and similar problems weigh down
the reputation of the financial sector. Still, in our sample, the Finance sector did not show
any deviation from the overall level of perceived unethical conduct in other sectors.

This outcome could be explained by a stronger societal impetus for accountability in
the Finance industry, which comes along with the changing role of the financial sector [85]
as an institution embedded in the modern economy. According to the institutional theory,
the firm’s sphere of economic activity represents a substantial operational frame, in which
companies are linked together by a web of shared beliefs [37], which influences the firms’
predisposition towards short-term shareholders returns, managerial assumptions about
personal moral obligations to the larger society [64], or firms’ tolerance of illegality [86].
In the past, the finance sector was perceived as an institution focusing exclusively on
profits regardless of the impact on stakeholders and society. It was heavily criticized
for taking unnecessary risks that could jeopardize the investments [43] or investing in
complex financial instruments that promise higher profits. Unlike Construction, the Finance
sector today is urged to keep up with the increased ethical standards of modern society
as a catalyst and regulator of the economy. Its motivation for ethical conduct lies in
increasing competitiveness and business position in responding to social and environmental
changes. For instance, the banking sector is pushed to accept lower levels of returns and to
participate in the real economy instead of the artificial secondary financial markets [87].
There is a shift in the perception of the financial sector as a responsible institution. Besides
engagement in prosocial projects, it is urged to develop self-control mechanisms through
institutionalization of ethics in internal processes (ethics and compliance programs) that
can prevent an unwanted impact on stakeholders and society in general.

Membership in professional networks. By including this specific variable in our
research, we reacted to the call of Besser and Miller [67] to expand the current knowledge
about how business networks affect the ethical and social performance of their members.
Our results showed that the membership in professional networks was indeed a differ-
entiating point with respect to business ethics, with professional networks serving as a
protective umbrella against unprincipled practices. Compared with companies, which were
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not affiliated with any professional network, the member companies reported a consistently
lower occurrence of unethical practices in the business environment (H2).

This finding is in contrast with prior studies criticizing business networks that might
actually be less inclusive and act like clubs where the big ones write the rules and do not
pay attention to the needs of other, smaller members of the business environment [88].
Additionally, the international business associations were criticized due to weak child labor
protection and prevailing non-specific content of their codes of ethics [89].

Our results provide an answer to the question posited in earlier research [90] of
whether the professional networks are capable of addressing contemporary social and
sustainability issues rather than serving merely as special interest groups detrimental to
society. Our findings underline the positive side of professional networks and suggest
that these associations can play an important role in educating, advising, networking, and
developing business communities. This is in line with Enderle [91], an influential business
ethicist, who pointed out the role of business associations in disseminating new knowledge
about business ethics measures and in identifying individuals or companies that best
embody ethical ideals that could serve for other business entities as role models in business.
Consistent with the theory, our results give support to the idea that professional networks
can serve as professional communities of practice, determining the path of community
members towards corporate responsibility and compliance [46], instilling in their member
companies the desired patterns of social performance [67], and sheltering their members
against unethical practices in the business environment.

Company ownership. As companies within different organizational fields have dif-
ferent experiences with a wide range of aspects, such as problems in the regulatory envi-
ronment or competitor- and customer-related ethical issues [37], we anticipated significant
differences between public and private organizations with respect to the subject matter
of this study. More specifically, we expected that public companies would report higher
levels of unethical practices (H3). This assumption was informed by prior research that
favored private-owned companies in this respect, showing that private companies were
more developed in terms of the application of various business ethics measures [47], and
private managers perceived the ethical climate in their organizations more favorably [48].
On the other hand, public employees had to cope with complex, ambiguous, and unstable
environments [49], and public managers faced a more diverse set of stakeholders than
private-sector managers [92]. The evidence discussed above showed that there might
be some systematic differences between public and private companies in the way they
perceive and handle various ethical challenges.

Surprisingly, and in contrast with the previous studies, the differences between public
and private companies in our sample were insignificant. Our results show public-owned
organizations in a quite different light, especially considering that the public sphere is
criticized heavily in Slovakia. For instance, Nechala et al. [93] notes that the Slovak
public companies are non-transparent and plagued by ineffective management of property,
deficient risk management and control systems, non-disclosure of information, and ill
practices in public procurement. Similarly, Nemec [94] showed in his recent study that there
were numerous problems with the ethical principles of accountability and transparency in
the Slovak public-sector organizations. However, results show that unethical practices do
not occur less in private companies than in the public sector. This suggests that the ethical
functioning of private companies should be scrutinized equally critically. Furthermore, it is
likely that both sectors suffer from similar levels of unprincipled conduct and face similar
ethical challenges.

Our study points out that the hypothesized gap in the perception of the business
environment does not exist between the public and private companies in our sample,
at least in terms of business ethics. This could be explained by an isomorphic tendency
evolving across both the public and private spheres. These two organizational fields
might be more mutually interdependent than it seems, and, as such, they might share
a similar perspective. Both sectors are metaphorically in the same boat, sharing a very
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similar view over the ethical issues in business. These isomorphic tendencies might
occur also due to changes and standardization of internal practices related to the recent
pressures on the public sphere to professionalize and to apply measures for internal
processes, quality control, and compliance, similar to those processes that are implemented
in private companies. Thus, as their institutionalized ethics management strategies become
increasingly isomorphic, perceived problems, their solutions, and strategies connected with
business ethics in these two organizational fields are becoming more similar to each other.

Company age. We were interested in whether there are any systematic variations in
perceptions of the business environment as the company grows and develops over time.
Building a working hypothesis (H4) for this company attribute was challenging because
studies concerning the effect of company age, or its proxy, the company life cycle, on
business ethics are very limited.

The results of our data analysis suggested that young companies in the market for up
to three years were substantially more exposed to unethical business practices than the rest
of the sample and that the most senior companies reported a significantly lower incidence
of unethical practices. The preliminary data analysis revealed that the relationship between
unethical practices and company age might be contaminated by the effect of the company
size, so we included the variable company size and carried out a layered analysis. This
analysis showed that the significant differences were particularly noticeable in rapidly
growing medium-sized and large companies in our sample.

These results can be explained by the institutionalization of ethics, or rather the lack
of it in young companies and the related proclivity of young companies to adopt patterns
of behavior typical for the surrounding business environment. We contend that the length
of time that a company has survived seems to be attributed to increased professionalism
and the related accumulation of knowledge on how to cope with immorality in business.
We find support for this idea in the well-established framework of company culture
change by Quinn and Cameron [95], which implies that the prototypical movement in time
begins with an early clan culture with a friendly, informal, and family-like atmosphere,
and as time passes, it evolves into a more bureaucratic, formalized, and compliance-
oriented company culture. The institutionalization of ethics in young companies is usually
underdeveloped, and their culture is strongly dependent on the owner-managers’ values
and ethical outlook. This connects with the idea that the essence of ethics in the early-
stage companies lies in responsible business practices that relate to the owner-managers’
mindset, trust, reputation, and a long-term view [21]. As the literature on the company
life cycle [96,97] shows, during different developmental stages, the company culture and
related strategy, management style, and control and reward systems transform substantially
along with the firm’s evolution. This implies that, along with these transformations, the
institutionalization of ethics in the company strengthens considerably over time. Our
results resonate with prior findings that focusing on the social performance in young
companies and start-ups is vital, as it is the first stage of company evolution in which
a clear ethical strategy needs to be established, since company habits form right at the
outset [98]. Especially in the early stage, companies lack their own mechanisms of coping
with the surrounding business environment, while they face numerous ethical issues such
as conflicts of interest related to raising funds, confidentiality of information, or insider
trading [38]. In line with the ethics–entrepreneurship literature [50,51], we assume that,
when the surrounding business environment is deformed by unethical practices, there is
a higher probability that less matured firms will assimilate with the prevalent unethical
modus operandi, whereas the formal and informal ethics management structures in place
can help more mature companies to effectively cope with ethical challenges.

5.1. Theoretical Implications

The above-discussed research outcomes contribute to the business ethics theory in
several ways. From a more general perspective, this study provides new stimuli for a
theoretical reconceptualization of the most widespread ethical problems in business in
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the former Eastern block countries. As this study works with an original and empirically
derived list of unethical business practices, the level of acquired detail allows for a deeper
understanding of the dominant challenges that contemporary organizations face in the
Slovak business environment. These outcomes indicate that a certain re-focus of empirical
as well as theoretical studies is needed. As outlined in the Introduction, the CEE business
ethics literature traditionally concentrates on the problem of corruption (e.g., [19,20,53,55]).
This study shows that there are other, even more pressing problems that should be theo-
retically and empirically examined. In particular, results reveal that the central problem
that necessitates profound theoretical reflection is the lack of trust in business partnerships.
Results show that, rather than the corruption and the relationship between business part-
ners, especially non-compliance with contracts and non-payments to business partners,
represent the main “pain points” in the Slovak business environment.

Building on the tradition of institutionalism [5,6,34], this study examined differences
in the occurrence of unethical practices. More specifically, it asked whether certain organi-
zational fields, which serve for companies as a basic frame of reference, experience different
rates of incidence of unethical business practices. Industry sectors, as specific organiza-
tional fields, are a basic source of identity for member companies, so it is assumed that
different industries encounter distinct problems, and their adaptive response is governed
by rules of specific institutional logics [37,64]. Compared with the rest of the sample, results
point to a considerably higher rate of unethical practices in the construction sector, while the
finance sector did not significantly differ in this respect. Probably, a shift in the perception
of the financial sector as a responsible institution with developed self-control structures
and institutionalized ethics mechanisms could explain this result. Although both sectors
are heavily regulated, there is a stronger societal impetus for accountability in the financial
companies than in the construction sector. In addition, the financial sector in Slovakia is
predominantly multinational, which means that banks and insurance companies take over
CSR and ethics management structures from their Western-based mother companies. On
the other hand, the construction sector is considerably less internationalized and therefore
cannot rely on an intensive transfer of best practices.

Furthermore, this study reacts to the call for clarification of the social influence of
business associations [67]. Results add to the theoretical conceptualization of professional
networks as active communities of practice [46] and underline their positive role in the de-
velopment of business ethics. Our results show that membership in professional networks
is connected with a more positive view of the business environment and a lower occurrence
of unethical practices. Interpreted through the lens of the new institutionalism theory,
professional networks may produce normative pressure and isomorphic tendencies across
the field of member organizations. Networking in professional associations contributes to
the standardization of practices in member organizations. Our results indicate that these
adopted field norms and the mutual exchange of best practices can act like a shelter that
allows member organizations to better cope with unethical business.

One unexpected result in this study regards the similarity in perceptions of the busi-
ness environment in public and private organizations. Many works suggest that public
organizations and their private counterparts experience different problems within their
organizational fields (e.g., [37,47,48,69,92]). However, this study revealed a kind of isomor-
phic tendency across the two fields, at least in the Slovak context. This result deviates from
the previous theory [49] and should be subject to closer examination in the future.

Additionally, the results contribute to the emerging theoretical debate on the link
between company age and differences in the approach to business ethics in organizations at
different stages of their life cycle [95–97]. This study offers a rare insight into the differences
between young and senior companies in their perceptions of the business environment.
We show that young firms perceive the surrounding business environment very critically
as deeply permeated by unethicality. Results support the idea of vulnerability of young
firms in the market that may stem from general unpreparedness of managers-owners and
the lack of professionalism in early-stage firm management.
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5.2. Practical Implications

Research results indicate which types of companies are particularly burdened by
unethical business practices and therefore would need a more thoughtful approach and
support from the institutional sphere. Several practical implications can be derived from
our findings. In connection to that, we propose some measures and points to focus on
for policymakers, company owners, and managers who wish to streamline the preventive
measures against unethical practices in business.

Our results revealed that the Construction sector is particularly permeated by uneth-
ical practices in business. In addition, construction companies are heavily criticized in
mass media due to non-payments to suppliers, non-compliance with contracts, and related
abuse of their strong position in the market. Given the risks associated with the increased
occurrence of unethical practices, this study implies a need for substantially increased atten-
tion from the regulatory authorities in this area, especially concerning the relationships of
developers towards their clients, competitors, and business partners. To some extent, these
implications apply to the financial sector as well. A closer look at the mean scores of the
five company stakeholders in the Finance sector indicates that the occurrence of unethical
practices with respect to business partners, customers, and competitors is higher than in
respect to employees and society. Thus, it is required that future regulatory measures pay
attention especially to the relationship of financial companies with these three stakeholders.
However, it is not enough to translate this requirement into a series of measures enforced
by external regulatory authorities. For a prompt improvement in practice, the measures
must be reflected first and foremost in the internal ethics and compliance programs of
financial companies. Therefore, we would recommend that financial companies scrutinize
critically their ethics programs and revise those parts that regulate relationships with their
business partners, customers, and competitors.

Another finding regards the role of professional networks in improving ethical stan-
dards in the business. According to results, member companies are substantially less
exposed to unethical practices. This study calls for recognition of the essential role pro-
fessional networks play in ethical development in the entrepreneurial environment and
points to the significance of networking and community building in business. Professional
networks can serve their member companies as buffers, protecting them from the negative
impact of unethical business practices. Creating communities of companies with a similar
pro-social mindset has great potential and can serve as a powerful driving force of progress
in business ethics.

Furthermore, our study shows that there are no particular differences in the occurrence
of unethical practices between public and private companies. However, at present, espe-
cially media and NGOs pay attention primarily to the functioning of public organizations
in Slovakia. Compared to private companies, their public counterparts are more under
scrutiny, and several initiatives are being developed to raise transparency in this field (e.g.,
the publicly available Register of Partners of the Public Sector, and the Central Register
of Contracts, where state authorities and public organizations are required to publish all
contracts). Our findings suggest that, besides attention brought to the better regulation of
the public organizations, some of these measures could be mirrored in the private sector,
as these companies face similar problems connected with unethicality in business. In
order to raise the transparency and accountability of public and private organizations,
attention should be paid to both sectors simultaneously, and initiatives that will contribute
to deepening the prevention of unethical conduct should be developed in both fields.

In addition, this study contributes to the emerging debate on the effects of the company
life cycle on the ethical outlook that changes along with the gradual transition from a young
start-up to a well-establish mature company. The variance based on company age shows
that young companies are the most vulnerable to unethical practices in business, whilst
the companies surviving in the market for more than 30 years are the least exposed in
this respect. This trend is especially visible in medium-sized and large companies. The
swift growth in the number of employees in the early stages of company development
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is associated with the need to institutionalize ethics in the workplace, which relates to
an improved response of companies to various ethical challenges. Given that, this study
calls for greater protection and institutional support, specifically for early-stage firms.
One solution could be to promote the sharing of best practices through an institutionally
supported platform allowing for the exchange of ideas between young and senior firms. If
a company has been exposed to a hostile business environment and manages to survive,
the lessons learned can be passed over to early-stage companies. Such a platform may
prevent these early businesses from adopting an unethical modus operandi as something
normal or even necessary for survival in the market.

6. Conclusions

This study attempted to contribute to the current discourse on ethical issues in business
in several ways. The main research question that this study posited was whether certain
types of organizations are considerably more exposed to unethical practices than others are.
We drew on the new institutionalism as a useful theoretical lens for framing our research
of unethical practices in different organizational “fields”. Four types of organizational
fields were examined in this respect, namely the industry sector (with a focus on Finance
and Construction), company membership in professional networks, company ownership
(public/private), and company age. In building the individual hypotheses, prior works
of authors who investigated ethical issues in certain types of companies were leveraged.
Although the extant research was predominantly Western-based, we regarded it as a useful
starting point, since in the literature on business ethics in the CEE block, these factors were
not systematically examined.

This study demonstrated that there are some major differences between companies in
their exposure to unethical practices in business. Results suggested that, in general, the
industry sector, membership in professional networks, and company age were associated
with significant variance in the perceived incidence of unethical practices, whereas the
company ownership (public/private) was rather isomorphic in this respect. Some of the
results were quite unexpected. For instance, the Finance sector, which has a long-standing
unflattering reputation as an ethically questionable sector, did not show a significantly
higher occurrence of unethical practices compared to other sectors, while the companies
in the Construction sector proved to be burdened by unprincipled conduct significantly
more than the other companies in the sample. Interestingly, our results pointed out
that the professional networks could be conceptualized as protective umbrellas against
the unprincipled business practice because, compared with companies that were not
affiliated with any professional association, member companies reported a consistently
lower occurrence of unethical practices in the business environment. Furthermore, contrary
to prior findings, public vs. private ownership did not prove to play any differentiating
role, and both sectors reported similar levels of incidence of unethical practices in business.
As for company age, our results showed that particular attention should be paid to young
companies, especially when the company grows in size rapidly in the early stage of
its development.

We believe that these findings might be useful for understanding business ethics issues
in the wider context of the CEE region. Although the research was conducted in Slovakia,
given their common communist past and comparable peripeties with the transition process,
it is likely that CEE countries share similar ethical problems and face comparable difficulties
in the current business environment. Furthermore, the daily reality of unethical business
practices in the CEE region is still a somewhat understudied phenomenon. This study
utilized an empirical approach and drew on the experience of respondents from the
corporate practice, delving into the real, perceived problems of companies in terms of
business ethics. Finally, we believe that another contribution of this study lies in its scope.
Unlike other quantitative surveys that pinpoint the problematic way of doing business in
the CEE post-transitional societies, this study surpassed the otherwise usual narrow focus
on corruption and examined a relatively large number of 26 unethical practices on a large
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sample of respondents from 1295 individual companies. To our understanding, the given
sample size and the scope of the investigated unethical practices are exceptional, at least in
the business ethics literature. This allowed for drawing reasonable conclusions and setting
grounds for future comparative studies across countries.

Limitations and Future Research

Despite the contributions of this study, some limitations need to be acknowledged. As
outlined in the theoretical section of this paper, the domain of unethical business practices
is multifaceted, including a multitude of interconnected phenomena. Thus, the scale
regarding unethical business practices is not all-inclusive, and the list of 26 researched
items does not cover all unethical practices in their vast diversity. On the other hand,
it should be noted that the given list of unethical practices was created on the basis
of extensive qualitative preliminary research and, as such, reflects relatively faithfully
the current problems in the business environment in Slovakia. As inadequate research
was dedicated to the development of valid scales for unethical practices, more studies
are required in this respect. Our study can be considered one of the first attempts to
examine the unethical business practices in a deeper and more comprehensive manner. We
believe that, after careful validation, the respective research instrument could be utilized
in different settings, at least in post-transitional societies, which are believed to cope with
similar problems in business ethics.

Furthermore, the exploratory factor analysis in the phase of preliminary data analysis
retained four factors instead of the expected five. Three factors perfectly matched the
hypothesized groups of unethical practices with respect to employees, the state/society,
and business partners, whilst the stakeholder groups of customers and competitors were
grouped into a single factor. Although multicollinearity was not an issue in our research
instrument, the hypothesized distinction of the items in these two groups should be
considered with caution, and further research is needed to establish the nomological
validity of the given scale.

The data collection procedure may have resulted in some biased information in
the final dataset because gathering truthful answers to ethics-related questions is quite
challenging. To cope with the issues of social desirability bias and the attitude–behavior
gap, we did not ask respondents to evaluate their own personal attitudes or behaviors but
to assess their lived experience with the examined unethical business practices. However,
despite this methodological approach, there is still another source of bias that could
potentially influence our data. In particular, the sample composition was skewed in
favor of the managerial staff, mainly company owners and top-level managers. This may
have influenced the data because previous research implies that the management level in
the corporate hierarchy might influence respondents’ ethical perceptions [99,100]. From
another point of view, the fact that approximately one quarter of the respondents did not
have a managerial role can also be understood as a limitation. Nonetheless, since the
research focused on the assessment of the daily business reality in terms of its ethicality, we
believe that the inclusion of non-managerial employees is acceptable as these employees
often have a close connection with the daily reality of business.

This study focused on the significant differences in occurrence of unethical business
practices, and thus, the conducted statistical analysis was not predictive in nature. We
consider this approach to be meaningful, because so far there has been a lack of substantial
information on the subject area regarding the occurrence of unethical business practices
with relevance to the region of Central and Eastern Europe. Furthermore, it is acknowl-
edged that the data analysis could be more thorough if it included more control variables
than only the company size and the regional location. These were chosen because the sam-
ple was stratified based on these two company characteristics. Future research could make
use of more sophisticated statistical procedures to specify other potentially intervening
variables on individual and organizational levels of analysis.
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Finally, regarding the ethical quality of the business, we acknowledge that this envi-
ronment is complex and is populated by, in addition to businesses, diverse social groups
and institutions (e.g., state administration, NGOs, and higher education institutions). This
study predominantly examined the viewpoint of companies. Further research should
include different perspectives in order to understand the intricate processes and relations
among various actors in the business environment.
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Appendix A

Table A1. Reliability analysis for the 26 unethical business practices (UBPs).

Cronbach’s Alpha Cronbach’s Alpha Based on Standardized Items N of Items

0.966 0.965 26

Mean Min. Max. Range Max/MinVariance

Item Means 3.082 2.429 3.951 1.521 1.626 0.183

Reliability analysis for the 26 UBPs (individual items)

Scale Mean if
Item Deleted

Scale Variance
if Item Deleted

Corrected
Item-Total
Correlation

Squared
Multiple

Correlation

Cronbach’s
Alpha if Item

Deleted

UBPbuspart1_Non-payment 76.17 709.136 0.458 0.583 0.966

UBPbuspart2_Non-compliance
with contracts 76.42 703.445 0.529 0.631 0.966

UBPbuspart3_Corrupt behavior of
business partner 77.01 695.438 0.616 0.551 0.965

UBPbuspart4_Abuse of the
position of large companies
against the small comp.

76.33 700.412 0.596 0.564 0.965

UBPbuspart5_Nepotism in the
business environment 76.54 701.817 0.566 0.478 0.965

UBPbuspart6_Purposeful
bankruptcy 77.20 692.308 0.645 0.534 0.965

UBPcust1_Sale of poor-quality
products or services 76.87 685.817 0.737 0.768 0.964

UBPcust2_Avoiding liability for
complaints and errors 76.78 687.618 0.724 0.754 0.964

UBPcust3_Misleading advertising,
deception 76.69 684.361 0.741 0.752 0.964
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Table A1. Cont.

Reliability analysis for the 26 UBPs (individual items)

Scale Mean if
Item Deleted

Scale Variance
if Item Deleted

Corrected
Item-Total
Correlation

Squared
Multiple

Correlation

Cronbach’s
Alpha if Item

Deleted

UBPcompet1_Abuse of a strong
market position, cartel agreements 76.53 691.042 0.702 0.678 0.964

UBPcompet2_Unfair procurement
practices 76.60 687.453 0.742 0.702 0.964

UBPcompet3_Patent abuse, theft
of ideas/brands 77.20 691.947 0.712 0.651 0.964

UBPcompet4_Purposeful
damaging of competitors’
reputation

77.00 688.280 0.737 0.668 0.964

UBPempl1_Employee
discrimination 77.48 690.840 0.708 0.638 0.964

UBPempl2_Unlawful
wage-paying practices 77.36 680.467 0.762 0.734 0.964

UBPempl3_Failure to comply with
employee levies-related
obligations

77.64 680.422 0.782 0.773 0.964

UBPempl4_Failure to respect
employees’ privacy at the
workplace

77.57 693.657 0.649 0.616 0.965

UBPempl5_Unethical behavior
towards employees (indecent,
unfair, arrogant)

77.37 686.591 0.724 0.740 0.964

UBPempl6_Bad work conditions 77.56 687.656 0.736 0.750 0.964

UBPempl7_Persecution of
whistle-blowers 77.69 688.339 0.747 0.707 0.964

UBPstate1_Failure to comply with
applicable laws 77.26 680.529 0.792 0.773 0.964

UBPstate2_Non-payment of taxes,
tax fraud 77.34 676.111 0.803 0.823 0.963

UBPstate3_Corruption of civil
servants 77.22 677.277 0.807 0.844 0.963

UBPstate4_Misuse of contacts
with politicians and officials 76.99 678.193 0.790 0.856 0.964

UBPstate5_Unfair practices in
obtaining public contracts,
public/euro funds

76.99 676.824 0.790 0.852 0.964

UBPstate6_Environmental
damages 77.21 683.078 0.768 0.719 0.964

Table A2. Reliability analysis for the 26 UBPs.

Variables Cronbach’s Alpha N of Items

UBP Business partners (UBPbuspart) 0.867 6
UBP Customers (UBPcust) 0.929 3

UBP Competitors (UBPcompet) 0.900 4
UBP Employees (UBPempl) 0.942 7

UBP State/society (UBPstate) 0.959 6
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Table A3. Factor analysis (Extraction method: principal component analysis, rotation method: Varimax with Kaiser
normalization).

Component
Initial Eigenvalues Extraction Sums of Squared Loadings Rotation Sums of Squared Loadings

Total % of Var. Cumul. % Total % of Var. Cumul. % Total % of Var. Cumul. %

1 14.101 54.235 54.235 14.101 54.235 54.235 5.351 20.580 20.580
2 2.482 9.546 63.781 2.482 9.546 63.781 5.219 20.072 40.652
3 1.295 4.980 68.761 1.295 4.980 68.761 5.063 19.471 60.124
4 1.204 4.629 73.390 1.204 4.629 73.390 3.449 13.266 73.390

... ... ...
26 0.088 0.340 100.000
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Table A4. Factor analysis (rotated component matrix).

Rotated Component Matrix

1 2 3 4

UBPbuspart1_Non-payment 0.99 0.80 0.127 0.842
UBPbuspart2_Non-compliance with contracts 0.138 0.189 0.120 0.826
UBPbuspart3_Corrupt behavior of business partner 0.179 0.358 0.205 0.641
UBPbuspart4_Abuse of the position of large comp. against small 0.109 0.494 0.141 0.584
UBPbuspart5_Nepotism in the business environment 0.279 0.441 0.32 0.496
UBPbuspart6_Purposeful bankruptcy 0.158 0.405 0.292 0.561
UBPcust1_Sale of poor-quality products or services 0.319 0.748 0.213 0.195
UBPcust2_Avoiding liability for complaints and errors 0.316 0.757 0.190 0.187
UBPcust3_Misleading advertising, deception 0.281 0.789 0.233 0.175
UBPcompet1_Abuse of a strong market position, cartel agreements 0.123 0.706 0.317 0.298
UBPcompet2_Unfair procurement practices 0.131 0.654 0.429 0.305
UBPcompet3_Patent abuse, theft of ideas/brands 0.249 0.660 0.303 0.234
UBPcompet4_Purposeful damaging of competitors’ reputation 0.289 0.667 0.297 0.240
UBPempl1_Employee discrimination 0.744 0.303 0.207 0.169
UBPempl2_Unlawful wage-paying practices 0.663 0.217 0.449 0.204
UBPempl3_Failure to comply with employee levies-related obligations 0.687 0.230 0.458 0.190
UBPempl4_Failure to respect employees’ privacy at the workplace 0.801 0.177 0.205 0.124
UBPempl5_Unethical behavior towards employees (indecent, unfair) 0.813 0.249 0.253 0.126
UBPempl6_Bad work conditions 0.780 0.211 0.344 0.132
UBPempl7_Persecution of whistle-blowers 0.704 0.266 0.388 0.128
UBPstate1_Failure to comply with applicable laws 0.445 0.273 0.678 0.189
UBPstate2_Non-payment of taxes, tax fraud 0.436 0.228 0.745 0.199
UBPstate3_Corruption of civil servants 0.345 0.295 0.799 0.169
UBPstate4_Misuse of contacts with politicians and officials 0.323 0.290 0.801 0.163
UBPstate5_Unfair practices in obtaining public contracts, euro funds 0.286 0.318 0.813 0.158
UBPstate6_Environmental damages 0.390 0.292 0.706 0.141
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Table A5. Tests of normality.

Kolmogorov–Smirnov a Shapiro–Wilk

Statistic df Sig. Statistic df Sig.

UBP Total 0.45 1295 0.00 0.977 1295 0.00
UBP Bus. Partners 0.83 1295 0.00 0.956 1295 0.00

UBP Customers 0.151 1295 0.00 0.905 1295 0.00
UBP Competitors 0.103 1295 0.00 0.941 1295 0.00
UBP Employees 0.112 1295 0.00 0.932 1295 0.00

UBP State/Society 0.109 1295 0.00 0.913 1295 0.00
a. Lilliefors Significance Correction.

Table A6. Sample demographics.

N %

Gender
Male 695 53.7

Female 600 46.3

Age

Up to 30 years 121 9.3
31–40 years 298 23.0
41–50 years 394 30.4
51–60 years 339 26.2

More than 60 years 143 11.0

Field of study

Economics/Management 610 47.1
Law 70 5.4

Natural Sciences 49 3.8
Social Sciences 113 8.7

Technical 371 28.6
Other 82 6.3

Level of education

Primary education 4 0.3
Secondary education 224 17.3

Bachelor 113 8.7
Master 813 62.8
Ph.D. 141 10.9

Position

Company owner/Director 537 41.5
Top manager 320 24.7

Manager 66 5.1
Ethics & Compliance manager 19 1.5

Internal lawyer 11 0.8
Internal auditor 10 0.8

Ethics officer 5 0.4
Other 327 25.3

Seniority

Less than 1 year 84 6.5
1–3 year 220 17.0

4–10 years 379 29.3
More than 10 years 612 47.3

Table A7. Descriptive statistics for the four grouping variables.

N Stat. Range Min. Max. Mean Std.Dev. Skewness Kurtosis

Industry Sector 1295 9 1 10 5.48 3.141 0.286 −1.448
Membership in PNs 1166 1 0 1 0.43 0.496 0.267 −1.932

Ownership 1242 1 1 2 1.07 0.259 3.302 8.919
Company Age 1295 5 1 6 4.06 1.381 −0.298 −1.072

Note: Industry Sector, nominal, 10 categories (acc. To NACE), coded 1–10. Membership in professional networks
(PNs), dummy coded 0 = No, 1 = Yes. Ownership, dummy coded 1 = Private, 2 = Public. Company age, nominal,
six categories from less (1) to more matured (6).
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Table A8. Frequencies for the four grouping variables.

N %

Industry Sector

Agriculture, Forestry and Fishing 67 5.2

Manufacturing, Mining and Quarrying and
other industries 235 18.1

Construction 125 9.7

Wholesale Trade, Retail Trade, Transportation
and Warehousing, Accommodation and Food
Services

251 19.4

Information and Communication 87 6.7

Finance and Insurance 45 3.5

Real Estate-related activities 22 1.7

Professional, Scientific, Technical,
Administrative and Support Services 112 8.6

Public Administration, Defense, Education,
Healthcare and Social Assistance 88 6.8

Other Services 263 20.3

Membership in PNs
Non-member 660 51.0

Member 506 39.1

N/A (missing) 129 10.

Ownership
Private 1152 89.0

Public 90 6.9

N/A (missing) 53 4.1

Company Age

0–3 years 23 1.8

4–10 years 204 15.8

11–15 years 255 19.7

16–20 years 191 14.7

21–30 years 431 33.3

30+ years 191 14.7

Table A9. Descriptive statistics for the test variables.

Mean Std.Dev. Variance Skewness Kurtosis

UBP Total (composite, all items) 3.08 1.049 1.100 −0.22 −0.908
UBP Business partners (total, 6 items) 3.51 1.062 1.128 −0.386 −0.721
UBP Customers (total, 3 items) 3.34 1.353 1.830 −0.353 −1.171
UBP Competitors (total, 4 items) 3.29 1.200 1.441 −0.410 −0.806
UBP Employees (total, 7 items) 2.60 1.232 1.517 0.344 −1.013
UBP State/society (total, 6 items) 2.95 1.382 1.910 −0.63 −1.357
UBPbuspart1_Non-payment 3.95 1.339 1.794 −0.903 −0.711
UBPbuspart2_Non-compliance with contracts 3.70 1.365 1.863 −0.568 −1.187
UBPbuspart3_Corrupt behavior of business partner 3.11 1.421 2.018 0.08 −1.371
UBPbuspart4_Abuse of the position of large comp. against small 3.79 1.313 1.724 −0.817 −0.599
UBPbuspart5_Nepotism in the business environment 3.58 1.333 1.777 −0.543 −0.969
UBPbuspart6_Purposeful bankruptcy 2.92 1.449 2.100 0.126 −1.303
UBPcust1_Sale of poor-quality products or services 3.25 1.443 2.082 −0.200 −1.397
UBPcust2_Avoiding liability for complaints and errors 3.34 1.420 2.016 −0.359 −1.278
UBPcust3_Misleading advertising, deception 3.43 1.472 2.166 −0.423 −1.292
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Table A9. Cont.

Mean Std.Dev. Variance Skewness Kurtosis

UBPcompet1_Abuse of a strong market position, cartel agreements 3.59 1.372 1.882 −0.630 −0.884
UBPcompet2_Unfair procurement practices 3.52 1.393 1.940 −0.514 −1.012
UBPcompet3_Patent abuse, theft of ideas/brands 2.92 1.331 1.771 0.69 −1.047
UBPcompet4_Purposeful damaging of competitors’ reputation 3.12 1.380 1.906 −0.139 −1.219
UBPempl1_Employee discrimination 2.64 1.366 1.866 0.389 −1.093
UBPempl2_Unlawful wage-paying practices 2.76 1.530 2.339 0.176 −1.496
UBPempl3_Failure to comply with employee levies-related
obligations 2.48 1.494 2.231 0.493 −1.241

UBPempl4_Failure to respect employees’ privacy at the workplace 2.55 1.403 1.968 0.421 −1.162
UBPempl5_Unethical behavior towards employees (indecent, unfair,
arrogant) 2.75 1.448 2.096 0.227 −1.352

UBPempl6_Bad work conditions 2.56 1.398 1.956 0.446 −1.122
UBPempl7_Persecution of whistle-blowers 2.43 1.362 1.854 0.483 −0.954
UBPstate1_Failure to comply with appl. Laws 2.86 1.474 2.172 0.125 −1.414
UBPstate2_Non-payment of taxes, tax fraud 2.78 1.558 2.428 0.159 −1.520
UBPstate3_Corruption of civil servants 2.90 1.523 2.318 0.24 −1.465
UBPstate4_Misuse of contacts with politicians and officials 3.13 1.532 2.346 −0.221 −1.438
UBPstate5_Unfair practices in obtaining public contracts,
public/euro funds 3.13 1.564 2.448 −0.203 −1.478

UBPstate6_Environmental damages 2.91 1.454 2.114 0.44 −1.349

Note: Mean values for UBPs measured on 5-point scale (with 5 indicating a very high level of perceived occurrence of unethical business
practices).

Table A10. Correlations matrix (Kendall’s tau_b).

UBP Total 1 2 3 4 5 6 7 8 9

1. UBP Bus. Partners 0.601 **
2. UBP Customers 0.642 ** 0.483 **
3. UBP Competitors 0.689 ** 0.539 ** 0.593 **
4. UBP Employees 0.708 ** 0.384 ** 0.476 ** 0.480 **
5. UBP State/Society 0.742 ** 0.420 ** 0.496 ** 0.550 ** 0.623 **
6. Industry Sector 0.046 * 0.14 0.074 ** 0.052 * 0.31 0.044 *
7. Membership in PNs −0.122 ** −0.085 ** −0.124 ** −0.133 ** −0.104 ** −0.105 ** −0.13
8. Ownership −0.09 −0.46 0.22 −0.35 0.25 −0.05 0.171 ** 0.088 **
9. Company Age −0.065 ** −0.048 * −0.057 ** −0.047 * −0.067 ** −0.053 * −0.072 ** 0.245 ** 0.225 **

**. Correlation is significant at the 0.001 level (2-tailed); *. Correlation is significant at the 0.05 level (2-tailed).

Table A11. Comparison of mean values of UBPs based on the examined company variables.

Variables UBP
Bus.Partners

UBP
Customers

UBP
Competitors

UBP
Employees

UBP
State/Society

UBP
Total

Industry
Sector

Construction 3.8600 3.7067 3.6100 2.6720 3.0653 3.3006
Finance 3.5074 3.4815 3.3722 2.8381 2.9815 3.1821

Membership
in PNs

Yes 3.3989 3.1423 3.1210 2.3995 2.7701 2.9124
No 3.6098 3.5247 3.4788 2.7212 3.1220 3.2280

Ownership Private 3.5326 3.3377 3.3118 2.5941 2.9656 3.0926
Public 3.2981 3.4741 3.1528 2.7206 2.9333 3.0564

Company
Age

0–3 years 3.7101 3.9565 3.7174 3.5031 3.5507 3.6472
4–10 years 3.5866 3.4673 3.3480 2.6905 3.0523 3.1716

11–15 years 3.4928 3.3399 3.2265 2.6168 2.9144 3.0649
16–20 years 3.5340 3.3106 3.3534 2.6986 3.0812 3.1510
21–30 years 3.5677 3.3766 3.3898 2.5326 2.9606 3.0995
30+ years 3.2696 3.0663 2.9673 2.4009 2.6789 2.8294

Note: Abbrev. PNs—professional networks. Mean values for UBPs measured on a 5-point scale (with 5 indicating a very high level of
perceived occurrence of unethical business practices).
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Table A12. Comparison of mean values of UBPs based on company age layered by company size.

Comp. Size Company Age UBP
Bus.Partners

UBP
Customers

UBP
Competitors

UBP
Employees

UBP
State/Society

UBP
Total

Micro

0–3 years 3.9556 4.0222 3.8667 3.6286 3.4556 3.7462
4–10 years 3.6445 3.6077 3.5177 2.7788 3.2507 3.2968

11–15 years 3.6767 3.7028 3.5090 2.8279 3.1044 3.2933
16–20 years 3.8661 3.6831 3.7090 2.9930 3.5191 3.5057
21–30 years 3.6048 3.6381 3.6357 2.5571 3.2333 3.2456
30+ years 3.8889 3.2222 3.8333 3.0000 2.6667 3.2821

Small

0–3 years 3.8333 4.3333 4.7500 2.2857 4.3333 3.7308
4–10 years 3.4689 3.2881 3.1059 2.5351 2.7401 2.9726

11–15 years 3.7207 3.3198 3.4966 2.6911 3.2185 3.2469
16–20 years 3.5222 3.2556 3.3667 2.5619 3.0083 3.0904
21–30 years 3.5847 3.3825 3.4631 2.4489 2.9208 3.0836
30+ years 3.6944 3.3704 3.1875 2.2698 2.7407 2.9754

Medium

0–3 years 2.8333 3.8889 3.0833 4.0476 4.2778 3.6538
4–10 years 3.5833 3.4583 3.2500 2.6786 2.8958 3.1154

11–15 years 3.5058 3.3158 3.1667 2.6566 2.8889 3.0607
16–20 years 3.4667 3.3167 3.2563 2.8179 3.0708 3.1510
21–30 years 3.6059 3.3240 3.2897 2.6048 2.9361 3.1006
30+ years 3.1111 3.0212 2.9603 2.4331 2.5608 2.7680

Large

0–3 years 3.4167 3.6667 3.3750 2.9286 3.1667 3.2500
4–10 years 3.6458 2.8333 3.0313 2.6250 3.0208 3.0385

11–15 years 2.6911 2.6748 2.2500 2.0000 2.0163 2.2795
16–20 years 2.9722 2.6556 2.7333 2.2143 2.3500 2.5513
21–30 years 3.4296 3.1831 3.1092 2.6157 2.8310 2.9946
30+ years 3.1891 2.9700 2.8539 2.4109 2.7378 2.7986

Note: Mean values for UBPs measured on a 5-point scale (with 5 indicating a very high level of perceived occurrence of unethical business
practices).

References
1. SCC. Perception of Business Ethics in Slovakia; Slovak Compliance Circle Survey. 2015. Available online: http://

www.slovakcompliancecircle.sk/public/media/0414/038-15-siemp-scc-survey-brozura-210x210-en.pdf (accessed on
15 September 2020).

2. Remišová, A.; Lašáková, A.; Bohinská, A. Reasons of unethical business practices in Slovakia: The perspective of non-
governmental organizations´ representatives. Acta Univ. Agric. Et Silvic. Mendel. Brun. 2019, 67, 565–581. [CrossRef]

3. Lašáková, A.; Remišová, A.; Bohinská, A. Barriers to ethical business in Slovakia: An exploratory study based on insights of top
representatives of business and employer organizations. Eur. J. Int. Manag. 2021. in print.

4. Baláž, V. Politická ekonómia slovenského kapitalizmu: Inštitucionálna perspektíva. Politická Ekon. 2006, 54, 610–631. [CrossRef]
5. DiMaggio, P.J.; Powell, W.W. The iron cage revisited: Institutional isomorphism and collective rationality in organizational fields.

Am. Sociol. Rev. 1983, 48, 147–160. [CrossRef]
6. Heugens, P.P.; Lander, M.W. Structure! Agency! (and other quarrels): A meta-analysis of institutional theories of organization.

Acad. Manag. J. 2009, 52, 61–85. [CrossRef]
7. Van Liedekerke, L.; Dubbink, W. Twenty years of European business ethics—Past developments and future concerns. J. Bus.

Ethics 2008, 82, 273–280. [CrossRef]
8. Clarkson, M.E. A stakeholder framework for analyzing and evaluating corporate social performance. Acad. Manag. Rev. 1995, 20,

92–117. [CrossRef]
9. Freeman, R.E.; Gllbert, D.R. Business, ethics and society: A critical agenda. Bus. Soc. 1992, 31, 9–17. [CrossRef]
10. Mitchell, R.K.; Agle, B.R.; Wood, D.J. Toward a theory of stakeholder identification and salience. Acad. Manag. Rev. 1997, 22,

853–886. [CrossRef]
11. Purnell, L.S.; Freeman, R.E. Stakeholder theory, fact/value dichotomy, and the normative core: How Wall Street stops the ethics

conversation. J. Bus. Ethics 2012, 109, 109–116. [CrossRef]
12. Enderle, G. Towards business ethics as an academic discipline. Bus. Ethics Q. 1996, 6, 43–65. [CrossRef]
13. Enderle, G. In search of a common ethical ground: Corporate environmental responsibility from the perspective of Christian

environmental stewardship. J. Bus. Ethics 1997, 16, 173–181. [CrossRef]
14. Goodpaster, K.E. Business ethics. In Encyclopedia of Ethics; Becker, L., Becker, C., Eds.; Garland Publishing: New York, NY, USA,

1992; pp. 111–115.

http://www.slovakcompliancecircle.sk/public/media/0414/038-15-siemp-scc-survey-brozura-210x210-en.pdf
http://www.slovakcompliancecircle.sk/public/media/0414/038-15-siemp-scc-survey-brozura-210x210-en.pdf
http://doi.org/10.11118/actaun201967020565
http://doi.org/10.18267/j.polek.575
http://doi.org/10.2307/2095101
http://doi.org/10.5465/amj.2009.36461835
http://doi.org/10.1007/s10551-008-9886-x
http://doi.org/10.5465/amr.1995.9503271994
http://doi.org/10.1177/000765039203100102
http://doi.org/10.5465/amr.1997.9711022105
http://doi.org/10.1007/s10551-012-1383-6
http://doi.org/10.2307/3857240
http://doi.org/10.1023/A:1017944430213


Sustainability 2021, 13, 3412 31 of 33

15. Castater, N.M. Privatization as a means to societal transformation: An empirical study of privatization in Central and Eastern
Europe and the former Soviet Union. Nota Di Lav. 2002, 76, 1–88. [CrossRef]

16. Filatotchev, I.; Starkey, K.; Wright, M. The ethical challenge of management of buy-outs as a form of uropazingn in Central and
Eastern Europe. J. Bus. Ethics 1994, 13, 523–534. [CrossRef]

17. Gray, C. In search of owners: Privatization and corporate governance in transition economies. World Bank Res. Obs. 1996, 11,
179–197. [CrossRef]

18. Myant, M.; Drahokoupil, J. International integration, varieties of capitalism and resilience to crisis in transition economies. Eur.
Asia Stud. 2012, 64, 1–33. [CrossRef]

19. Hardy, J. Transformation and crisis in Central and Eastern Europe: A combined and uneven development perspective. Cap. Cl.
2014, 38, 143–155. [CrossRef]

20. Zakaria, P. Is corruption an enemy of civil society? The case of Central and Eastern Europe. Int. Political Sci. Rev. 2013, 34, 351–371.
[CrossRef]

21. Fassin, Y. SMEs and the fallacy of uropazing CSR. Bus. Ethics Eur. Rev. 2008, 17, 364–378. [CrossRef]
22. Vázquez-Carrasco, R.; López-Pérez, M.E. Small & medium-sized enterprises and corporate social responsibility: A systematic

review of the literature. Qual. Quant. 2013, 47, 3205–3218.
23. Von Weltzien Hoivik, H.; Melé, D. Can an SME become a global corporate citizen? Evidence from a case study. J. Bus. Ethics 2009,

88, 551–563. [CrossRef]
24. Jones, B.; Bowd, R.; Tench, R. Corporate irresponsibility and corporate social responsibility: Competing realities. Soc. Responsib. J.

2009, 5, 300–310. [CrossRef]
25. Slack, K. Mission impossible?: Adopting a CSR-based business model for extractive industries in developing countries. Resour.

Policy 2012, 37, 179–184. [CrossRef]
26. Arnal, J. Formalization of Ethics: The Issue of Standardization. HAL Archives 2005. Available online: https://halshs.archives-

ouvertes.fr/halshs-00196424 (accessed on 7 December 2020).
27. Cooper, R.W.; Dorfman, M.S. Business and professional ethics in transitional economies and beyond: Considerations for the

insurance industries of Poland, the Czech Republic and Hungary. J. Bus. Ethics 2003, 47, 381–392. [CrossRef]
28. Jose, A.; Thibodeaux, M.S. Institutionalization of ethics: The perspective of managers. J. Bus. Ethics 1999, 22, 133–143. [CrossRef]
29. Sroka, W.; Szántó, R. Corporate social responsibility and business ethics in controversial sectors: Analysis of research results.

J. Entrep. Manag. Innov. 2018, 14, 111–126. [CrossRef]
30. Lähdesmäki, M. Construction of owner-manager identity in corporate social responsibility discourse. Bus. Ethics Eur. Rev. 2012,

21, 168–182. [CrossRef]
31. Goliaš, P. Regionálne Rozdiely v SR—Prehl’ad Dôležitých Štatistík; INEKO—Inštitút pre Ekonomické a Sociálne Reform: Bratislava,

Slovakia, 2017.
32. PAS. Korupcia je na Slovensku Bežná a Rastie, Osobnú Skúsenost’ s Ňou Majú tri Štvrtiny Podnikatel’ov. Available on-
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