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Summary

The conceptual framework of CSAs in Hungary is evolving in line with the interna-
tional standards; however, there is a certain delay in conceptualising these actions
into a strategic framework in private sector organisations. There seems to be a distinc-
tion between for-profit and non-profit stakeholders; the former are characterised by
corporate social responsibility initiatives, whilst the latter rely on the sustainability of
these initiatives. The author is aware of the fact that these phenomena are likely due
to the country being an emerging economy in Europe, and argues that, in a broader
context, social actions, if remaining segregated, are insufficient to solve civil society
problems. With consideration to social needs (poverty and social inclusion), the argu-
ments for the appropriate targeting and sustainability of CSAs are emphatic, and a
shift towards a more strategic concept of social investment is essential. In this perspec-
tive, the author argues for the significance of knowledge transfer (i.e. from consultan-
cy partners to civil organisations, or between for-profit organisations) in encouraging
networking and increasing the forms of employee community engagement. At the
end of the paper, the placing of a project (sign-language distant service to help disa-
bled/deaf persons) into a sustainable and financially sound framework is described.
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INTRODUCTION

Although not unknown to market participants in Hungary, this topic has been con-
ceptualised in accordance with the international mainstream. There certainly is a gap
in the relevant Hungarian literature, and in practice, the forum for corporate social
actions is still taking shape: stakeholders no longer have the former links and strategic
considerations are still missing from these corporate social actions (hereafter: CSA’s).
The purpose of this paper is to depict the Hungarian situation for CSAs, with specific
focus on stakeholder action.

In this regards, the Hungarian financial authority has a major role in promoting
CSAs, among others, in raising financial awareness and training people in financial
and business administration. During the implementation of its Pallas Athena Public
Thinking Programme, the National Bank of Hungary (Magyar Nemzeti Bank, MNB)
set up a strategy to improve financial literacy and financial awareness, and to improve
the underlying economic and social knowledge and the related institutional framework
and infrastructure. Through its foundations (e.g. Foundation for the Public Good, or
Foundation for Financial Awareness), it seeks to play a leading role in the renewal of
professional education in economics and finance, and to connect with other institutions
and experts while also developing collaboration networks both in and outside Hungary.
In MNB’s understanding, “corporate social responsibility represents a commitment to-
wards an ethical contribution to sustainable economic growth and the preservation and
promotion of cultural and intellectual value, all aimed at improving public satisfaction
and the quality of life”. In other words, the CSAs of a given institution “comprise volun-
tary acts aimed at responding to the social and environmental impacts of its operations
on a moral basis, thereby contributing to the realisation of goals that serve the interests
of the community involved” (National Bank of Hungary, 2014, p. 11).

The author first considers the background of CSAs in Hungary in general, and
then the culture of family businesses and the Hungarian context of culture, i.e. the
national culture. Bearing in mind the background and the theoretical framework of
culture in Hungarian family businesses, the paper then highlights the current prac-
tices regarding CSAs in Hungary. Within the scope of this overview, these findings are
then discussed and future directions for further research are suggested.

THE FRAMEWORK OF CSAs 1IN HUNGARY

The conceptual framework of CSAs has been taking shape in Hungary in line with
the international standards. According to the recommendations of the Business Council
for Sustainable Development in Hungary, a CEO-led business organisation, the complex
interpretation of corporate sustainability encompasses the following (BCSDH, 2013):

— Strategic approach — the management of a company should draw up its business
strategy with long-term and value-creating economic, environmental and social con-
siderations included, and should provide the resources necessary for implementing
such a strategy;
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— Responsible management — the executive incentive scheme should include environ-
mental and social goals as well as economic ones;

— Ethical operations — the company should operate in a way that respects the law
and is ethical (for example, endeavour to be free from corruption and provide fair
employment);

— Respect for human values — the protection of human life and safety, equality and
the right to a healthy environment to be basic values should be taken into considera-
tion when business decisions are made;

— Environmental responsibility — the company should be committed to environmen-
tal sustainability and should extend this responsibility to the entire supply chain (sup-
pliers, partners and customers);

— Transparent operations — information about the company’s activities, economic,
environmental and social impact and performance should be made available and the
company should inform its partners in a regular and credible way;

— Partnership with stakeholders — when stakeholders are impacted by its operations,
the company should aim to create mutual satisfaction and long-term cooperation and
partnerships.

Among the largest companies in Hungary (accounting for 20% of the country’s
GDP, according to the Business Council for Sustainable Development in Hungary,
hereafter “BCSDH”), an increasing number of managers (approx. 80%) consider sus-
tainable development and GCSAs in a strategic approach. Good examples are changing
product and service portfolios, the creation of shareholder value (Kucséber, 2019),
the spread of social responsibility to the entire value chain and donations (Baké,
2013). The largest improvements have been observed in ethical operations and trans-
parency (Lentner et al., 2017), prompting zero tolerance towards bribery and corrup-
tion. The greatest challenges have remained in the government and in responsible
management (Kiss, 2018); and there has been a delay in partnership with stakehold-
ers. In the future, the players considered as having a key role in this respect of corpo-
rate responsibility are predicted to be the top managers of corporations.

The various concepts of CSAs are reflected in different ways among the market par-
ticipants in Hungary: in some cases, their actions result in a new business model for
Corporate Social Responsibility (Szegedi, 2010), but in most cases they are only about to
promote social benefits through donations. There is a certain delay in the conceptuali-
sation of these actions into a strategic framework within private-sector organisations (es-
pecially SMEs), which is clear from the ad-hoc and short-term nature of most corporate
actions (Hohnen, 2007, Chandler et al., 2017). The author believes that there should
be a trend-driven need for CSAs, arising from the strategies of market organisations.

In practice, the challenges rising from the economic circumstances in Hungary
contradict the above-mentioned trend-driven need for CSAs. According to the World
Economic Forum’s Competitiveness Reports, the country is ranked far behind devel-
oped ones when business sophistication is (and the macro-economic environment,
governmental institutions and labour market efficiency are) considered. The most
recent report discussed the most problematic factors in doing business in Hungary,
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and concluded that political instability, tax rates and tax regulations, inefficient gov-
ernment bureaucracy and corruption are the most significant (WEF, 2014). In an
emerging economy the lack of supporting business environment hinders the build-up
of a conceptualised CSA strategy, especially when the climate for enterprise does not
entertain designs for innovation and business sophistication.

In order to mitigate the risk of failure by CSAs in emerging countries, in 2010 a
project called “Enhancing Transparency and Credibility of CSR Practices Through
the Establishment of CSR Performance Assessment and Monitoring Systems in New
EU Member States” began with the aim to enhance the transparency and credibility
of CSR practices. The project successfully laid a basis for country-level CSR measure-
ment and monitoring systems in selected EU member states, including Hungary.

Within this project a handbook was developed as a self-assessment tool of assis-
tance to companies, since they plan to review their CSR policies and reporting prac-
tice. It might also be used by civil societies and other stakeholder groups looking for
a background to benchmark a company’s performance, or by auditors and other cor-
porate advisers on CSR/CSA issues (Dob6 and Pintér, 2018). It serves as a best practice,
since self-assessment may be a mechanism for companies to measure and compare
their own performances over time and against peers. Market organisations are able to
tailor their approach to verification to fit in the corporate culture, the context, objec-
tives and contents of their CSR strategies and commitments.

The main component of the self-assessment tool is a tailored questionnaire
(UNDP, 2010). The questions are classified into five overall categories (Governance,
Environment, Labour Relations, Community Relations and Business Environment),
and go far beyond the boundaries of an organisation. Each question (indicator) is
supplemented by a definition and additional explanations on criteria, documenta-
tion, methodology, relevance and practical tips for the users in scoring. In practice,
market participants can apply this self-assessment tool with success.?

Chart 1: Self-assessment of CSR/CSA

REAL RESPONSIBILITY

CORPORATION

Labour Relations
Business .

4 X 5 1 Environment

. Environment . Governance .

ECONOMIC EFFECTS ENVIRONMENTAL EFFECTS

Community Relations

SOCIAL EFFECTS

Source: Edited by the author on the basis of UNDF, 2010
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Governance:

—Does the company identify its main economic, social and environmental impacts?

— Does the company have a CSR strategy that defines its commitments to CSR?

— Does the company have designated senior personnel with a clear responsibility
for CSR?

— Does the company link corporate responsibility issues to people’s performance
reviews/appraisals across the company?

—Does the company define key CSR priorities and communicate them throughout
the organisation?

Environment:

—Does the company have action plans and programmes to lower its environmental
impacts?

— Does the company maintain a monitoring system, measuring the main environ-
mental impacts, especially resource usage and carbon emissions?

—Does the company have a training programme in place to help employees imple-
ment its environmental policy and action plan?

— Can the company show a quantifiable reduction in carbon emissions from the
previous years?

—Does the company have a recycling programme?

Labour relations:

— Does the company have an action plan regarding labour/human resources and
evaluate it on a regular basis?

— Do the employees have official representation in the company?

— Does the company have processes to prevent recurring problems regarding
health and safety issues?

— Does the company have plans in place to mitigate the adverse impacts of job
reductions?

— Does the company have an effective grievance procedure?

Community relations:

— Does the company have a community engagement action plan?

— Does the company engage in regular dialogue with its stakeholders?

— Does the company actively participate in CSR associations and forums and/or
engage with any local NGOs?

— Does the company offer volunteering time, invest in or support any local com-
munity initiatives?

— Does the company offer apprenticeship schemes to facilitate skills development
within the local community?

Business environment:

— Does the company assess significant suppliers and contractors on human rights,
health and safety, anti-corruption and environmental practices?
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—Does the company engage in green procurement practices?

—Does the company have rules and procedures to analyse and counter bribery and
corruption practices?

— Does the company have a policy and procedure for making its lobbying efforts
transparent?

— Does the company train its staff on ethical supply chain measures and anti-brib-
ery and anti-corruption measures?

As a conclusion, it has become evident that the recommendations made by the
international mainstream encourage private sector organisations to formulate their
CSA strategies. Although there is a certain delay in this respect, and the business envi-
ronment is challenging the markets participants, the drive for CSA strategies is clear.

THE NEED FOR SOCIAL ACTION

The statistical indicators of poverty and social inclusion published by the Central Sta-
tistical Office of Hungary and according to Eurostat evidence need for social actions
(Karcagi-Kovats, 2012). The composite indicator of (1) the number of people living
in severe material deprivation and (2) the number of people living in households with
low work intensity have seriously deteriorated throughout the past years in Hungary.
The poverty rate of families with children has remained constant, since children are
one of the main target groups of governmental measures designed to reduce poverty.
Therefore, the first focus area of governmental interventions is the eradication of
poverty and social exclusion.? Young unemployed persons and healthcare workers are
also included in the thematic focus.

The above-described redistributing function of the government does not contra-
dict the responsibility taken by non-governmental stakeholders in these focal areas
(Pintér, 2013; 2018; Pintér and Pintér, 2018). In fact, the extent and timing of private-
sector actions is even more substantial in many cases (Carroll, 1983). Participants
make investments to reflect social needs, whilst they are not primarily motivated by
generating a direct financial return. However, questions remain as to whether CSAs
reach the targeted social groups, and solely these ones, with the benefits (Szab6 and
Pintér, 2015). Within the restrain of imperfect information, the question can be
raised: Are social investment budgets spent as wisely as they could be, to generate the
greatest possible social return?

The answer goes beyond pure philanthropy, towards a more strategic concept of
social investments that involves the stakeholders’ engagement and helping to under-
stand the impacts on them by adequate measurements. Completing a social impact as-
sessment can improve the understanding of the social, environmental and economic
value that CSA programmes generate. The list of the questionnaire (consisting of 11
themed questions) elaborated by KPMG (2014, pp. 24-25) serves as best practice in
this regard.

Within the framework of the corporation’s strategy, the key questions to be ad-
dressed are:
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— What change do you want to create, and what impact do you hope to achieve?

— Why is your business investing in the areas it currently invests in, or plans to
invest in?

— Who should benefit from the investments?

— How can progress be measured? What will success look like?

The questions concerning the transparency of social investments via reporting are:

— How can you most effectively communicate the story of progress against your
objectives?

—Is the data and evidence reported robust and credible?

— What learning can you feed into your ongoing investment strategy, implementa-
tion and monitoring processes?

During the implementation, the key questions to be addressed are:

— Are all your current investment activities supporting your strategy? If not, can
they be redesigned to better align with your objectives?

— Do you have the necessary budget and resources to implement, monitor and
evaluate activities?

In the closing phase of monitoring and evaluation, the key questions are:

— Are there any existing sources of evidence for progress? For example, existing data
on outcomes held by project partners, local government officials or community leaders.

— Are the benefits of your investment realistic? Have you considered the outcomes
that could be attributed to other project partners?

Nonetheless, while planning investment into CSAs, certain criteria should be met,
for example, those as listed below (KPMG, 2014, p. 15):

— CSAs need to be supported by effective partnerships between the market organisation
and the community, the non-governmental organisations and the government;

— The social actions must be sustainable, originated from the organisation’s strat-
egy, and placing emphasis on social impacts;

— Investments into CSAs should be aligned with business objectives and local develop-
ment priorities as well as internal functions that interact with local stakeholders;

— measures need to be established to quantify the business value of the investment
and impact indicators, together with monitoring and evaluation;

— the value generated by the social investment should be communicated proactively
internally and externally.

One outcome of the social impact assessment can be the build-up of stronger re-
lationships with community stakeholders and project providers (partner organisa-
tions). This reflects the importance of an analysis of networking in CSAs.

CURRENT PRACTICES IN NETWORKING
AND SOCIAL ACTIONS IN HUNGARY

The organisations fostering (formal and informal) networking are described in this
section. Among the participants, the Hungarian Business Leaders’ Forum (HBLF)
is a non-profit association and representative body of local business executives,
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local representatives of international joint ventures and other influential business
people in Hungary. It is committed to promoting responsible business practices
that benefit business and society, and which help to achieve social, economic and
environmentally sustainable development in Hungary. This philosophy serves the
interests of the companies, individuals and the society and supports the sustainable
development of Hungary through the three pillars of sustainable development:
economic, social and environmental well-being for the present and future genera-
tions.*

Within its aims, the Forum promotes partnerships with members to implement
CSR projects and achieve their goals; opportunities for development; and the shar-
ing of best practices and the measurement of results in the business sector. It raises
awareness of improved business results in the practice of corporate social responsibil-
ity, and their impact on the economy. Furthermore, the Forum advocates sustainable
development practices in order to establish healthier and improved conditions for
future generations.

Practically, HBLF operates in workgroups; out of which the functions undertaken
by the Partnership and Volunteering Workgroup and the Equal Opportunities Work-
group correspond to CSA networking. The former is a cross-sector collaboration (for
employee volunteering, donations etc.) among for-profit and non-profit organisa-
tions. The latter wishes to draw people’s attention to minority issues, especially relat-
ing to Romas, to support the equal treatment of all minorities beyond the existing
laws and regulations (see also Hungarian Donors’ Forum: MAF, 2011).

One of HBLF’s initiatives that deserves special mention is the “Give & Gain Day”,
which is a kind of corporate volunteering day. The idea came from Great Britain,
where following the announcement of the British business organisation Business in
the Community, thousands of employees carry out various volunteering activities due
to the participation of hundreds of companies. The Hungarian event is organised by
HBLF, the Hungarian partner of Business in the Community in the field of volunteering.
On this day, for-profit and non-profit organisations perform useful work for smaller or
larger recipient communities. The act of giving carries value not only for the recipient
communities but it can also be a lasting experience for the colleagues. The Hungar-
ian experience of corporate volunteering goes to show that such community actions
provide a major development force for both the participating individuals and the
whole community of associates.

Another organisation that has set the objective of assisting for-profit and non-prof-
it organisation on the road to sustainable development in Hungary is the KOVET As-
sociation. KOVET (literally meaning “delegate”, “envoy” or “someone on a mission”)
promotes environmentally aware business management and preventive environmen-
tal solutions to enterprises, and ensures an ongoing exchange of information primar-
ily in the business sector. The organisation acts as a platform to find new ways for
industry to reduce its environmental impacts and to promote their use as a basis for
a competitive advantage. Their long-term goal is to assist organisations to become
sustainable and responsible for society.”
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KOVET is the Hungarian member organisation of the International Network for
Environmental Management (INEM), CSR Europe and the Global Footprint Net-
work, through which it is linked to international sustainable business initiatives and
projects. KOVET is an institution that raises awareness and spreads the idea and tools
of environmental management and corporate social responsibility.

Another networking organisation in Hungary is the Centre for Volunteering Asso-
ciation, which aims at assisting volunteers and their home organisations by providing
information, counselling and training, as well as forming the philosophy of volunteer-
ing and integrating it into society. The Association has connections both with employ-
ees and their employing organisations.

Among its several programmes and initiatives, the Association plays a crucial role
through operating a country-wide infrastructure of volunteering that locally coordinates
projects, thus helping to meet private persons’ willingness to contribute to meeting social
needs. Besides this, the Association places emphasis on educating a wide range of people
even including primary school pupils and developing their openness to volunteering.®

A comparison of these organisations’ roles in networking reveals that they interpret
the private sector’s ability to take part in CSAs and thus respond to social needs in
slightly different ways (EC, 2014). HBLF targets profitable corporations and guides
them towards best practices in donations and volunteering. KOVET helps corporations
move towards preventive environmental solutions (Téth, 2009). Finally, the Centre for
Volunteering Association is prompting communication between volunteers and those
who are in need of volunteers. However, all of these three organisations are committed
to long-term sustainability and to the solutions that influence society in the long term.

Lastly, Pénziranytii Alapitvdny (“Compass for Finance Foundation”) was established
in Hungary in 2008 with the main purpose of elaborating and implementing pro-
grammes for enhancing financial literacy, in cooperation with for-profit and non-
profit organisations and governmental authorities as well. Its founders include the
Student Loan Centre, the Hungarian Banking Association and the National Bank of
Hungary.” The mission of Pénziranyti Alapitvany is to help individuals and families by
programmes to make informed financial decisions and improve the financial aware-
ness of the population. The Foundation is a non-profit organisation with professional
institutions with a reputation and expertise.

Over the years, the Foundation has implemented a number of programmes aimed
at disseminating financial and economic knowledge in public education, i.e.: text-
book development, content development, teacher training, a secondary-school and
an elementary-school network, playful education and the PENZ7 (joined the Euro-
pean Money Week initiative).

As a first step in textbook development activities, in April 2016, the Foundation
successfully approved its secondary-school textbook Irdnytii a pénziigyekhez (Compass
for Finance), which became the first official financial and economic textbook in Hun-
garian public education. Kiildetések a pénz vilagaban (Missions in the World of Money)
is the second part of a series intrinsically linked to the modernisation of public edu-
cation content. This book does not represent theoretical knowledge, but rather dis-
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seminates the logic of practical application, mobilising learners’ experiences from
everyday life and their families.

In line with governmental intent, the Foundation also attaches great importance
to developing teachers’ digital literacy and to the delivery of financial literacy through
modern methods. Accordingly, the inclusion of e-learning and other digital applica-
tions in curriculum development has begun. The Foundation also runs successful in-
service teachers’ training programmes: the financial courses for secondary-school and
primary-school teachers provide free training in several financial topics.

The school network is of great value to the Foundation, as the participating schools
are committed to developing students’ financial awareness. The BankVelem Financial
Instructor Awareness Program offers a complex, hands-on teaching tool that com-
bines sustainability and financial awareness, helps develop students’ financial literacy
in a playful environment, and contributes to the most important steps of online bank-
ing. The BankVelem Traveling School is unique and niche in domestic financial edu-
cation, as a traveling coaching team “brings home” the player’s financial education
to schools. Under this program, the Traveling School visits 100 elementary schools
each year to improve students’ financial literacy through an interactive playhouse. It is
important that the program reaches farther located and smaller schools, thus helping
peripheral (less developed) areas to catch up.

The PENZ7 initiative has achieved remarkable results in recent years: in 2019, 1235
institutions reached more than 205,000 students in extra-curricular classes, doubling
their first year access numbers. During a theme week, the Foundation provided full
support to the financial lessons at the selected schools. This contributes to the success
of the programme for 4 (primary and secondary) age groups, with lesson plans and
aids developed by expert teachers and with professional materials to prepare teach-
ers for the lessons, sample lessons and a webinar. The favourable perception of the
Foundation’s initiatives at schools, and the increasing interest and openness shown by
institutions and teachers in financial and economic content are important achieve-
ments of the programme. Due to outstanding student participation by international
standards, the Hungarian PENZ?7 initiative received the Global Inclusion Award of
the Child and Youth Finance International (CYFI) in 2017, and it was included in the
most successful Global Money Week programmes in 2018 and 2019.

Raising the level of financial literacy in the domestic population was formulated as a
public policy objective. An inter-institutional working group was set up to outline a com-
prehensive national strategy, in collaboration with the Foundation, the Ministry of Fi-
nance and the National Bank of Hungary. In their corporate social responsibility strategy
these institutions have pledged take action in raising financial awareness (Tebeli, 2014).

CONCLUSIONS AND FUTURE DIRECTIONS FOR RESEARCH

This paper describes the way the need for corporate social action is linked to net-
working and how networking is also a crucial aspect of responsible institutions. There
are some trailblazing associations in Hungary that offer slightly different solutions in
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responding to social needs. Based on employee community engagements, the author
has identified a shift towards skill-based volunteering in the previous years (the ben-
efits are presumably the highest in this form).

For CSAs, the government policy is to support awareness raising and — through
the work of, among others, Pénziranytt Alapitvany — to contribute to the education of
households. In this regards, CSAs are institutionalised along governmental initiatives.

Consent has been found among market participants to move towards a more stra-
tegic concept of social investments, which involves the stakeholders’ engagement and
is instrumental in understanding the impacts on them. Completing a social impact as-
sessment can help size up the social, environmental and economic value that CSA pro-
grammes generate.

NoTES

“We believe that the key to the long-term success of a company is having a CEO and a management
team who are aware of the concept of sustainable development and are able to interpret it in a complex
way during decision-making.” Istvin Salg6, President, Business Council for Sustainable Development in
Hungary (BCSDH, 2013). “Having expressly declared sustainability principles at a company suggests
leadership in strategic thinking, commitment and a high level operational culture.” Attila Chikan Jr.,
CEO, ALTEO Energy Services Plc. (BCSDH, 2013).

"What I have learned is that there is an abundance of policies in the company. Now reading them for
the self-assessment makes me think that there is a need to streamline our policies and map the potential
white spots. I am going to draw the attention of the relevant colleagues to this”, revealed a large com-
pany representative from Hungary (UNDP, 2010).

The Hungarian government helps people with special social needs through a variety of care services.
Special relief compensation and income support are available to those below a statutory income level
for the payment of certain expenditures. Additionally, complex programmes promote the integration of
disadvantaged children, including scholarship programmes in the case of multiply disadvantaged learn-
ers. The government is also about to adopt and continue a number of measures to prevent the passing
on of social disadvantages and to promote social security. Improvement in the labour market prospects
of disadvantaged groups is also of primary consideration.

The mission of HBLF is to encourage companies to integrate corporate social responsibility and the
principles of sustainable development into everyday business practice. Members of HBLF promote re-
sponsible leadership for the long-term prosperity of their businesses and the whole of society.

www.kovet.hu/en/about-us.
www.oka.hu (Centre for Volunteering Association).

<

https://penziranytu.hu/magunkrol.
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