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SUMMARY. This article reports the results of a survey conducted in
Hungary to compare the environmental perceptions of Hungarian
corporate managers with those of other executives from around the
world who had earlier responded to a similar survey conducted by
McKinsey and Company. The results showed virtually no differ-
ences in how Hungarian managers perceived the importance of envi-
ronmental challenges, but they did reveal stronger differences in per-
ceptions between Hungarian and international respondents and
among Hungarian respondents from companies in different owner-
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6 GREEN MARKETING IN A UNIFIED EUROPE

ship groups on how companies werc putting their environmental
concerns into practice. Although there seems to be a wider gap be-
tween executives of Hungarian companies and those from Western
Europe and North America in adopting environmental practices, the
survey revealed that Hungarian managers are acutely aware that
their companies will have to invest more heavily to achieve higher
levels of environmental protection in the future. [Article copies avail-
able from The Haworth Document Delivery Service: 1-800-342-9678. E-
mail address: getinfo@haworth.com].

INTRODUCTION

Executives in Central Europe must operate in complex and un-
certain economic conditions as their countries undergo a transition
from socialist to market systems. The transition affects every seg-
ment of society (Jackson et al., 1993). One of the most critical
challenges facing Hungarian managers is how to resolve the con-
flicting pressures of attaining financial stability for their companies
while at the same time coping with potentially serious problems
such as environmental pollution. The stereotype of managers from
third world or formerly communist countries as being oblivious to
or unconcerned about the dangers of environmental degradation
arises from the belief that the government and the private sector
continue to avoid the costs of environmental protection and cleanup
(Pearson, 1987). Although Hungary’s economy is just emerging
from a long period of stagnation and its GDP per capita ranks only
56 among the 160 countries for which the World Bank and the
United Nations Development Program provide comparative eco-
nomic statistics, its human development index (the combination of
GDP per capita, illiteracy rate, average number of years spent in
school and life expectancy) ranks higher than some Western Euro-
pean countries (World Bank, 1994). Because education levels and
environmental awareness are correlated, the concern for a clean
environment should be relatively high in a country like Hungary.
Given Hungary’s human development index and its desire to be-
come a member of the European Economic Community, its corpo-
rate executives should be willing to adopt higher environmental
standards as quickly as possible.

Although many Hungarian managers may still consider the costs
of meeting environmental challenges a threat to their companies’
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competitiveness, the growing pressures from nongovernment orga-
nizations and consumers for environmentally sound production pro-
cesses and environmentally-friendly products are likely to push
them more quickly toward meeting global market requirements
(Cairncross, 1992; Schmidheiny, 1992). Moreover, government of-
ficials and business leaders in Central Europe are coming to realize
that stricter environmental regulations and stronger enforcement
can protect the region from the transfer of obsolete and highly
polluting production technologies (Frosch & Gallopulas, 1989;
Kemp, 1993).

Pressures on Hungarian companies interested in attracting for-
eign investment also arise from the fact that over the past few years
multinational corporations have become increasingly sensitive to
the environmental impacts of their business practices and opera-
tions (Schot & Fischer, 1993). An increasing number of companies
recognize that in the global marketplace, their environmental image
affects the demand for their products, their ability to obtain loans
from international financial institutions, and the sale of their shares
on international stock exchanges (UNCTC, 1990). Even in formerly
socialist countries and in developing economies where govern-
ments and the private sector paid little attention to the environmen-
tal consequences of industrial activity during the past half century,
governments are increasingly being pressured by international or-
ganizations and local interest groups to adopt stronger environmen-
tal regulations and to encourage companies to use “‘green”’ business
practices (Panayotou, 1993).

Although there seems to be a growing consensus among corpo-
rate executives in multinational companies that they must take envi-
ronmental impacts into account, little is known about how exten-
sively such perceptions are shared by companies that are not owned
by or that do not generally trade with multinational firms, or about
how the perceptions of environmental issues are translated into
business policy and operations within manufacturing firms in emerg-
ing market countries. Many questions remain about the significance
of environmental issues in business practice. Do multinational com-
panies operate differently in countries such as Hungary that less
stringently enforce environmental regulations than they do in coun-
tries with stronger environmental laws and enforcement? Do wide-
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spread perceptions of the need for companies to be sensitive to the
environmental impacts of their operations extend deeply into firms
in formerly communist countries in Ceniral and Eastern Europe,
where environmental problems are severe and the environmental
impacts of their operations were largely ignored for more than 40
years? Do managers of multinational companies in Central and
Eastern European countries such as Hungary perceive any different-
ly the need to improve environmental conditions than managers of
their parent companies in Western Europe or North America?

This article explores answers to some of these questions by ex-
amining the perceptions of corporate executives throughout the
world of the importance of environmental protection to their busi-
ness strategies and operations; by comparing international percep-
tions with those of executives in one country, Hungary, that is in
transition from a socialist to a market-oriented economy and that
suffers from serious environmental problems; and by comparing the
environmental perceptions of executives of companies within Hun-
gary under different forms of ownership. The impact of ownership
on the way in which executives and managers perceive environ-
mental issues has received little attention in the literature.

ENVIRONMENTAL PROBLEMS
AND ECONOMIC CONDITIONS IN HUNGARY

The challenges facing multinational and local companies around
the world in dealing with environmental issues are no more critical
than in the former socialist countries of Central and Eastern Europe
(Vari & Tamas, 1993). Since 1989 the economic situation and the
political map of Central Europe have changed dramatically, and the
implications of these changes will be critical for multinational com-
panies seeking to invest in or export to the region. Among the new
democracies of this region, Hungary, Poland, and the Czech Repub-
lic have the best chance to become an integral part of the European
Community, but to do so they must address their environmental
problems and pursue higher environmental standards.

Although Central European countries have made relatively good
progress toward economic reform and the restructuring of the own-
ership of their industries since 1990, they face two critical chal-
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lenges in the decade ahead. First, they must restructure their domes-
tic industries and attract investment by multinational companies
(MNCs) in order to become competitive in world markets (Rondi-
nelli, 1993). The ongoing privatization and the growing number of
joint ventures in Hungary, for example, are already changing the
way many companies are managing their internal functions, includ-
ing manufacturing (Rondinelli & Fellenz, 1993). But more pro-
found and widespread changes will have to occur in the future in
order for Central European countries such as Hungary to meet the
stricter standards of quality, flexibility, delivery time, and service
required by global markets. Second, both domestic and multination-
al manufacturing companies in Hungary and in other Central Euro-
pean countries will have to adjust to growing demands by both local
residents and international organizations for environmental protec-
tion and clean-up (Hansen, 1989). Traditionally, environmental is-
sues played a minor role in decisions of companies in centrally
planned economies. Because they were state-owned enterprises
against which environmental regulations were not stringently en-
forced by the government, manufacturing and mining industries in
Hungary, for example, could largely ignore the environmental im-
pacts of their operations under the socialist regime. Now, with the
adoption of stricter environmental regulations and the growing de-
mand for environmental cleanup there is a chance that this situation
will change, and industrial enterprises will have to modify their
manufacturing processes accordingly. Although Hungary has envi-
ronmental protection laws and regulations, they have only been
casually enforced since the demise of the communist regime. The
desire of Hungary to join the European Economic Community and
the pressures of international financing organizations such as the
World Bank and the European Bank for Reconstruction and Devel-
opment on the Hungarian government to clean up environmental
pollution and enact and enforce more stringent regulations will
increase the pressures on businesses to address environmental man-
agement issues.

New legislation on environmental protection is being considered
by the Hungarian Parliament along with new regulations that re-
quire environmental impact assessments for a wide range of indus-
tries, new land use and construction regulations, and new legislation
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on handling, storage, and disposal of chemical hazardous materials.
In the early 1990s Hungary upgraded regulatory standards for air
quality and defined more clearly monitoring and control require-
ments, placed limits on vehicular air emissions, and increased fines
for polluting rivers, lakes and groundwater. Since the late 1980s, the
Hungarian government has also signed international conventions on
environmental impact assessment, control of transboundary move-
ments of hazardous wastes and their disposal, and long-range trans-
boundary air pollution, and signed the Montreal Protocol on Sub-
stances that Deplete the Ozone Layer (White & Case, Inc., 1994). If
the new legislation and agreements are enforced, those industries
that have the highest potential for polluting air and water resources
will have to find ways of building environmental restrictions and
targets into their manufacturing processes.

COMPARING ENVIRONMENTAL PERCEPTIONS
INTERNATIONALLY AND IN HUNGARY

The purpose of this article is to assess the perceptions of environ-
mental challenges and practices among executives of manufactur-
ing firms in three ownership groups in Hungary and to compare
them with perceptions of corporate executives in other parts of the
world. A questionnaire for Hungarian corporate executives was
developed to compare their responses with those of executives who
participated in a worldwide survey conducted by McKinsey and
Company in 1991 (McKinsey & Company, 1991).

The McKinsey study elicited responses from corporate execu-
tives who attended three international conferences and from tar-
geted groups to ensure sufficient responses from developing coun-
tries in Latin America, Southeast Asia, and other regions (26% of
respondents) and from Central and Eastern Europe (12%) in addi-
tion to those received from executives from Western Europe (34%),
North America (17%) and Japan (11%). The five regions were
based on the geographic location and the GNP per capita of the
country where the company’s headquarters were located. McKinsey
sent out about 1,400 questionnaires, and received a total of 447
completed forms, a 30% response. !
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The Hungarian survey was carried out about a year after the
McKinsey international survey. Many of the same questions were
translated from English to Hungarian and some new questions
about company ownership were added. The translation was made
by a Hungarian doctoral candidate at the Budapest University of
Economic Sciences and verified by one of the authors. Question-
naires were sent to 400 medium- or large-sized companies that were
on the membership list of the Hungarian Chamber of Commerce.
The 42% response rate in Hungary—169 company executives—was
itself an indicator of the strong interest in this topic. However, as is
quite common in surveys, not all of the respondents answered all of
the questions and, thus, the actual number of respondents varies
from question to question.

CHARACTERISTICS OF THE HUNGARIAN SAMPLE

As in the McKinsey survey, the respondents to the Hungarian
questionnaires were mostly senior managers, including managing
directors, CEOs, and corporate department heads. The McKinsey
international responses were largely from executives in companies
in the chemicals, energy, metals, processing, consumer goods and
durables industries.2 The international survey did not identify re-
spondents by their companies’ ownership characteristics. In the
Hungarian sample, shown in Table 1, companies were divided into
three ownership groups based on the assumption that foreign own-
ership probably has some influence on the management style of the
company. This differentiation makes it possible to verify whether or
not foreign investment is dominant in highly polluting industries.

The majority of the companies—125 establishments—were domes-
tic Hungarian companies and were fully owned by Hungarian insti-
tutions. The second group, 30 companies, represented mixed own-
ership. In this group the average foreign ownership was 52%. The
third group consisted of six companies fully owned by foreign
investors. Those companies that did not give information about
their ownership were not included in this analysis.

Table 2 lists the industries included in the survey. Table 3 shows
that most of the companies in all ownership groups were involved
in manufacturing, although a few were engaged in assembling,
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trading, forwarding or warehousing. Table 4 indicates the size cate-
gories of companies by number of employees.

Domestic Companies. The largest subsample of executives was
from domestically-owned companies (78.7% of all companies in
the sample), including light industries such as wood processing,
paper, and textiles. Executives from companies in the chemical
industry (e.g., pharmaceutical, rubber, and cosmetics) and the food
industry made up 17.2 and 16.4% respectively of the sample. Re-
spondents from machine factories represented 12.9% in this owner-
ship category. Hardly any foreign investment was found in the
chemical industry because Hungary’s environmental liability regu-

TABLE 1. Legal Structures by Ownership Types

T
[ Ownership
Legal Type Domestic Mixed Foreign
Limited liability company 29 (23.2%) 11 (36.7%) 5 (83.3%)
Joint stock company 52 (41.6%) 19 (63.3%) 1 (16.7%
Cooperative 5 (4.0%) 0 (0%) 0 (0%)
State owned company 34 (27.2%) 0 (0%) 0 (0%)
Il No answer 5 (4.0%) 0 (0%) 0 (0%)
Total 125 30 (100.0%) 6
(100.0%) (100.0%)
TABLE 2. Industries of Companies Surveyed
" Industry Domestic Mixed Foreign
I Mining 1 1 0
F[ Electric Energy Production 2 0 0
Metallurgy 7 0 0
Machine Factory 15 3 0
Construction Materials 1 3 2
Chemicals 20 2 0
‘ i i 30 3 )
Food Industry 20 9 2
[ransportation 4 1 0
Trade 7 3 1
Other 11 3 1
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TABLE 3. Activities of Companies
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Type of Activity Domestic Mixed Foreign
Mining 1 0 0
Manufacturing 84 22 5
Assembling 8 2 0
Trade 8 3 1
Forwarding, 1 2 0
Warehousing
Construction 1 0 0
Other 20 1 0

TABLE 4. Number of Employees by Ownership
(Percentage Distribution)
— #

Number of Employees Domestic Mixed Foreign
Fewer than 50 9.8 16.7 16.7
Between 50 and 250 26.0 20.0 50.0

| Between 250 and 500 17.9 10.0 0.0
More than 500 46.3 53.3 333
Total 100.0 100.0 100.0

lations make new owners of privatized companies fully liable for
clean-up of the site. Many of the domestic companies were still
either state-owned enterprises (27%) or joint stock companies in
which the government may still own a portion of the shares
(41.6%). About 46% of these enterprises were large, with more than
500 employees, and about 64% had more than 250 employees.

Mixed-Ownership Companies. Respondents from most compa-
nies with mixed ownership were in the food industry. The other
sectors—machine factories, construction materials, light industries,
and trade—were about equally represented by about 10.7% of the
respondents. A majority of these enterprises were joint stock com-
panies. More than 53% of these mixed-ownership companies had
more than 500 employees. Only about 17% were small companies
with less than 50 workers.

Foreign-Owned Companies. Two of the six foreign-owned com-
panies produced construction materials, two others were in the food
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industry, and the remaining two were engaged in trade. As might be
expected, five of the six wholly foreign-owned companies were
limited liability corporations and one was a joint stock company.
Two of the companies had more than 500 employees; the other four
had fewer than 250 workers.

Perceptions of Environmental Issues

Both the McKinsey international survey and the Hungarian cor-
porate survey sought to understand how strongly corporate execu-
tives recognized environmental issues and their perceptions of how
government and the business community can begin to deal with
them. In both questionnaires, executives were asked about their reac-
tions to seven statements and to indicate on a five-point scale (1 =
fully disagree, 5 = fully agree) the extent to which they agreed with
these statements. The results show a high level of recognition of
how serious environmental problems are in countries around the
world. The Hungarian responses also allowed differences between
perceptions of executives in companies in different ownership
groups to be tested. The Kruskal-Wallis non-parametric test was
used to indicate differences among the ownership groups in Hunga-
ry. This powerful test is the nonparametric equivalent of the analy-
sis of variance and it is more appropriate for the analysis of data
with potential outliers (Daniel, 1990). Table 5 shows the statements
posed to corporate executives in both surveys and the significance
level of the test for the Hungarian group where significant differ-
ences appeared. In order to make the Hungarian study comparable
with the McKinsey survey, the data were rescaled and the ratings
were converted into percentages.

Importance of Environmental Challenges. The results of both
surveys show strong recognition of the importance of environmen-
tal challenges (statement 5-1.). In the McKinsey international sur-
vey, 92% of the respondents agreed that “the environmental chal-
lenge is one of the central issues of the 21st century.” Overall, 94%
of the Hungarian respondents also agreed that environmental issues
will be crucial in the coming century and there was relatively little
difference among the responses of executives of companies in dif-
ferent ownership groups, with all of the executives of foreign-owned
companies strongly agreeing. Perceptions were similar about respon-
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TABLE 5. Differences in Perceptions of Environment
(Percentage of Respondents Who Agreed with the Statement)

Statements Domestic| Mixed | Foreign | Hungary| McKinsey
(Significance level) Total Survey
5-1. The environmental challenge 94 93 100 94 92
is one of the central issues
of the twenty-first century.
5-2. The industry will have to re- 67 72 50 67 63

think its entire conception of the
industrial process if it is to adapt
profitably to an increasingly
environment-oriented world.

5-3. Where environmental or health 23 24 67 25 NA
considerations demand it, the sale
of our products will be curtailed or
their production halted, regardless of
our economic interests. (p = 0.044)

5-4. Pollution prevention pays. 56 33 50 54 76

5-5. There is a need to assume 95 97 100 96 83
responsibility for one’s products even
after they left the plant.

5-6. In the long term our spending 65 63 50 64 76
on environmental R&D will give us
a competitive advantage.

5-7. To minimize the chance of 83 62 67 79 80
future tragedies, we should pursue
a partnership of government, indus-
try and academia. (p = 0.110)

sibility for the environmental impacts of products (statement 5-5 in
Table 5).

Need for New Partnerships to Solve Environmental Problems. A
strong consensus also existed in both surveys on the need for new
partnerships to solve environmental problems and prevent new ones
in the future (statement 5-7). About 80% in the international survey
and 79% in the Hungarian survey, agreed on the need to pursue
partnerships among government, industry, and academia in order to
minimize the chance of future tragedies. However, in Hungary this
statement was viewed differently—at 11.0% significance level using
the Kruskal-Wallis test-among respondents from companies in dif-
ferent ownership groups. Executives from the domestic companies,
having had long experience with government involvement, agreed
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the most (83%) about the need for new types of partnerships that
include academia and the private sector. The other two groups—62%
of those from mixed-ownership companies and 67% from foreign-
owned companies—agreed, but somewhat less strongly.

Benefits of Environmental Management. A majority of corporate
respondents agreed in both the international and Hungarian sam-
ples—although at a somewhat lower level of consensus than existed
on broader issues—that actions to manage environmental problems
would benefit their companies. However, differences appeared in
both the strength of agreement between international and Hungari-
an executives, and about ways in which environmental actions
would benefit companies among managers of different types of
companies in Hungary. About 76% of the executives responding to
the McKinsey-survey agreed that long-term spending on environ-
mental R&D (statement 5-6) would give their companies a competi-
tive advantage. In Hungary only about 64% of all executives and
only about half of those from foreign-owned companies agreed
with the statement.

About 76% of international respondents also agreed that pollu-
tion prevention pays for companies (statement 5-4). But in Hungary
only 54% of the executives thought that pollution prevention would
result in benefits for the company, and among those from mixed-
ownership companies only one-third agreed. Small differences also
appeared when respondents were asked how extensively their com-
panies would have to reorient their practices and procedures. About
63% of the international respondents and 67% of the Hungarian
respondents agreed to the statement (5-2) that “industry will have
to re-think its entire conception of the industrial process if it is to
adapt profitably to an increasingly environment-oriented world.”
Perhaps because to some degree foreign-owned companies had al-
ready adopted more environmentally-friendly manufacturing pro-
cesses and because they are operating mostly in the less environ-
mentally sensitive industries, only half of the executives in this
ownership group agreed.

Perceptions of Appropriate Company Policies and Practices

Given the relatively strong consensus among corporate execu-
tives internationally and in Hungary on the critical environmental
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challenges facing companies in the future, both the McKinsey and
the Hungarian surveys sought to clarify how executives perceived
these challenges in their own companies and what types of changes
they were prepared to support.

Key Environmental Concerns. Some differences appeared in the
responses of executives throughout the world who were surveyed
by McKinsey, and in those of Hungarian executives from compa-
nies in different ownership groups, on the operational implications
of their concerns. In the McKinsey survey, “complying with regula-
tions” was the main environmental concern followed by ““prevent-
ing incidents.” Both are typical of traditional “defensive’’ environ-
mental management approaches. About half as much importance
was assigned to the next two (more proactive) concerns, ‘‘enhanc-
ing positive image” and “integrating environment into corporate
strategy.” The least important consideration for the international com-
panies was ‘‘realizing new market opportunities,” while for the com-
panies operating in Hungary it was the key concern. Interestingly,
the participants in the Hungarian study and the international survey
agreed on the importance of the next two items: “preventing inci-
dents” and “enhancing positive image.” “Complying with regula-
tions” and “integrating environment into corporate strategy’’ were
the least important issues for the respondents from Hungary, per-
haps because of the uncertain circumstances they had to deal with
during the economic transition. Complying with regulations may
have seemed less important because Hungary’s regulations are strict
but not effectively enforced. The economic crisis largely focused
Hungarian managers’ attention on issues of survival and they may
have therefore underestimated the importance of corporate strategy.

Curtailing Environmentally Harmful Products. Although a major-
ity of respondents to both surveys agreed with general statements
about the seriousness of environmental challenges and the benefits to
companies of taking positive actions to improve environmental man-
agement, only 25% of Hungarian respondents agreed that companies
should curtail production of or remove products for health or envi-
ronmental reasons. The results show that statement 5-3 was viewed
significantly differently (at 4.4% significance level) by respondents
in the three ownership groups. Managers from foreign-owned com-
panies tended to agree more strongly (67%) that if environmental




e ]

18 GREEN MARKETING IN A UNIFIED EUROPE

considerations demand it, the sale or manufacture of a product
should be halted regardless of the economic interests of the company.
Only about 23% and 24%, respectively, of the executives from do-
mestic and mixed-ownership companies agreed with that statement.

Seriousness of Environmental Issues in Value-added Chain. Re-
spondents were asked in the McKinsey study to identify the phase
of a product’s life cycle where environmental issues were most
serious. The international respondents reported production as being
the most critical phase; followed by disposal and recycling. Product
use and sourcing were at the end of the list. Hungarian executives
had somewhat different perceptions. They felt that environmental
issues were most serious in disposal and recycling and showed less
concern about production, sourcing of raw materials, and product
use. This difference can be explained by the fact that Hungary’s
1986 hazardous waste law created a large gap between the volume
of waste production and the level of waste disposal capacity. There
was strong agreement in all ownership categories in Hungary on the
need for improving waste management and manufacturing technol-
ogy and far less agreement on improving end products. A much
higher percentage of executives from foreign-owed companies
thought that improvements in end products would improve environ-
mental protection than did their counterparts in domestic or mixed-
ownership companies.

Most Effective Government Policy Instruments. A question about
the most effective government policy instruments for addressing
major environmental issues was unique because differences in
political culture should influence the attitudes of managers. The
McKinsey survey showed that 63% of the Japanese respondents
(double the average response) preferred direct regulation, while
self-regulation and market mechanisms were strongly favored by
North American managers. Direct regulation may be more strongly
preferred by managers of companies in countries with stable politi-
cal situations or with governments having more transparent eco-
nomic policies. Indirect regulation and self-regulation were mainly
favored in stable market economies like the United States. The
international and Hungarian surveys also sought to elicit execu-
tives” perceptions about the most effective means of achieving envi-
ronmental protection. The major differences between international
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and Hungarian respondents appeared to be on the efficacy of direct
regulation (e.g., command and control) and positive indirect regula-
tion (e.g., subsidies, tax breaks). Hungarian managers were less
disposed toward direct regulation—not because they preferred indi-
rect regulation, which was even more problematic for them—but
because Hungarian environmental protection legislation started
with the command and control instruments and Hungarian manag-
ers may have better understood how unrealistic that approach really
was. After 1989 the new government introduced some economic
instruments such as fuel taxes, deposits for tires, and ecotaxes on
packaging, and it reduced subsidies for public transport and elimi-
nated tax breaks for environmental protection investments. Perhaps
this experience led Hungarian managers to prefer positive incen-
tives over indirect regulation through negative incentives (e.g.,
taxes, pollution charges) and “‘self-regulation” (e.g., voluntary re-
straint of production).

About 59% of the respondents in Hungary thought that the cur-
rent legal regulations greatly contributed to environmental protec-
tion. However, this overall response masked large differences
among the three ownership groups. The level of agreement ranged
from 33% for foreign-owned companies and 58% for Hungarian-
owned establishments to 69% for companies with mixed owner-
ship. These differences were significant at the 14.3% level on the
Kruskal-Wallis test for the original five-point scale responses. One
possible explanation for the joint ventures’ high level of satisfaction
with current regulations is the number of concessions made by the
government in order to attract foreign investment. The desire on the
part of the Hungarian government to increase foreign investment in
order to improve economic conditions may have temporarily super-
seded its concern about environmental conditions. Joint venture
managers would be reluctant to change the regulations under which
they negotiated their arrangements and to curtail production of
environmentally damaging products.

Environmental Practices Currently Used. Finally, the greatest dif-
ferences between international and Hungarian respondents were seen
in the types of environmental practices already adopted. Hungarian
companies lagged behind in all categories. Significant differences
were also seen among Hungarian companies in different ownership
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groups. For example, while 79% of international companies have
written environmental policy statements, only about 57% of domes-
tic Hungarian companies and 67% of foreign-owned Hungarian
companies have adopted such policies. About half of the internation-
al respondents reported that their companies have a board member
with specific responsibility for environmental issues; but in Hungary
only 39% of domestic companies, 33% of foreign companies, and
23% of mixed companies had such board members. About 43% of
the McKinsey respondents said that their companies had public com-
munications programs on environmental issues, but in Hungary only
one-third of the foreign-owned firms, 8% of the domestic firms, and
13% of the mixed-ownership companies have such programs. (See
Table 6.) Only a very small percentage of domestic (6.4) and mixed
companies (3.3) and none of the foreign companies in Hungary used
environmental performance evaluations for their suppliers, while
22% of the executives in the international survey reported that their
company followed this practice.

TABLE 6. Environmental Policy Component that is Currently Installed at
the Company

Percentage of Companies with the Component

Policy Component Domestic Mixed Foreign McKinsey
(Hungary) (Hungary) (Hungary) Survey

1. Written company policy 57 77 67 79
statement.
2. Board member with 39 23 33 52
specific responsibility.
3. Environmental 6 3 0 22
performance evaluation
of suppliers.
4. Hiring external experts 19 13 17 27
in environmental affairs.
5. Public communication 8 13 33 43
program.
6. Environmental 26 27 33 32

marketing program.
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Although about one third of the companies had some kind of an
environmental program in place, the use of these programs differed
from market to market among the companies operating in Hungary.
In the Hungarian questionnaire several additional questions ad-
dressed the issue of environmental marketing. Generally, these
questions asked managers what they thought about their customers
and the potential for marketing green products. There was no statis-
tically significant difference in any of these questions among the
different ownership groups, showing that although the managers
disagreed on several environmental issues, they saw their operating
environment, the Hungarian market and their Hungarian customers
quite similarly. The first question was about the importance of the
green nature of a product for customers. Only about 7% of the
domestic companies and joint ventures, and about 17% of the for-
eign companies thought that the green nature of the product is
important or very important for their customers. Similarly, only a
minority of the respondents thought that their customers would pay
5% more for a “green” product. This agreement was further sup-
ported when the managers were asked about the importance of
emphasizing the green nature of the products in developed market
economies, in other foreign markets, and in the domestic market.
The answers showed a clear trend: an overwhelming majority of the
respondents thought that it is very important to emphasize the green
nature of a product in the developed market economies, somewhat
less important in other foreign markets, and not very important in
the Hungarian market.

FINDINGS AND CONCLUSIONS

The Hungarian survey showed that there is virtually no differ-
ence between the environmental perceptions of Hungarian and in-
ternational managers of the importance of environmental challenges.
If anything, Hungarian executives are slightly more sensitive to the
importance of environmental issues and more strongly agree that
companies are responsible for the environmental impacts of their
products even after they leave the factory. Hungarian executives
also strongly agree with their international counterparts on the need
for new partnerships of government, business, and academia to
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address environmental issues, and seem to be less trusting that
government or businesses alone can solve environmental problems.
Although Hungarian managers agree with their international coun-
terparts that environmental actions will benefit companies, the level
of that agreement was much weaker than that of international
executives on the statements that their industries would have to
entirely rethink their industrial processes and that pollution preven-
tion would result in benefits for their companies.

It was surprising, however, that respondents to the McKinsey
survey saw very little distinction between Central and Eastern Euro-
pean and third world countries in terms of the most appropriate
approaches to developing clean technologies or the environmental
barriers to foreign acquisition of companies. Despite some large
economic, political and social differences in the two regions, execu-
tives from around the world had virtually the same attitudes toward
the appropriate approaches to developing clean technologies in
Central and Eastern Europe and third world countries. A little over
40% believed that training local management and staff in clean
technologies was the best approach for both regions; about 20%
thought that subsidies, soft loans, and tax provisions would promote
the adoption of clean technologies; and smaller percentages favored
transfer of expatriate experts to operate facilities, development of
special “fool-proof” technologies, and access to patents at minimal
or no charge. Their perceptions of the barriers to higher foreign
investment in Central and Eastern Europe and third world countries
were also similar, except on two dimensions: more than twice as
many international respondents thought that potential environmen-
tal liabilities would be barriers to foreign acquisition of companies,
and a far larger percentage thought that the cost of upgrading facili-
ties would be a stronger barrier to foreign investment in Central and
Eastern Europe than in third world countries.

When attention was focused on the specifics of how companies
should deal with environmental issues, there were some strong
differences in perceptions between Hungarian and international re-
spondents and among Hungarian respondents from companies in
different ownership groups. Only a minority of Hungarian execu-
tives from domestic and mixed-ownership companies, for example,
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agreed that the production or sale of a product should be halted
because of environmental considerations.

Most Hungarian managers saw the most serious environmental
implications in disposal and recycling and in production processes,
whereas for international respondents disposal and recycling were
perceived to be less urgent problems, perhaps because in Western
European, Japanese, and American companies these problems were
no longer as compelling. More than their international counterparts,
Hungarian managers favored indirect regulation and use of incen-
tives as the most effective means of protecting the environment.
Generally the managers of joint ventures and domestic companies
in Hungary thought that current legal regulations were contributing
to environmental protection, while executives of foreign companies
did not strongly agree. This disagreement might be attributed in part
to the small number of foreign-owned companies in the sample, but
it is more likely due to the current economic conditions in Hungary
where managers focus more on “marketization” and attracting for-
eign investment than on strengthening environmental controls.

When asked about environmental actions currently used by their
companies, the responses of Hungarian executives showed that
their companies lagged behind their international counterparts in all
categories of actions. Beyond having adopted environmental policy
statements or designated a board member to be concerned with
environmental issues, a relatively small percentage of Hungarian
companies have adopted other means of meeting environmental
challenges. A relatively high percentage of companies reported the
existence of environmental marketing programs. However, market-
ing ““green” products or the ‘“‘green’ nature of the products was
thought to be much more important in developed market economies
than in the Hungarian market.

Although there seems to be a wider gap between Hungarian and
Western European and North American companies in adopting
more effective environmental practices, the survey revealed that
Hungarian managers are acutely aware that their companies will
have to invest more heavily to achieve higher levels of environmen-
tal protection in the future. As Table 7 indicates, more than 77% of
the respondents from domestic companies predicted an increase or a
significant increase in environmental protection-related company
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investments in the future, as did 80% of those from mixed-owner-
ship companies, and 88% from foreign-owned companies. If these
predictions are accurate reflections of the plans these executives are
making for future investment, it seems to indicate that neither do-
mestic companies nor multinationals anticipate operating in Hunga-
ry in a way that can evade or ignore the increasing pressures to
address environmental challenges in the future.

Finally, the evidence from these surveys indicates that executives
from around the world are highly sensitive to the importance of
environmental issues, and that foreign-owned companies in Hunga-
ry are not seeking a “pollution haven” in which to manufacture at a
lesser standard environmentally than they do in Europe or North
America. A recent survey of foreign investors in joint ventures
undertaken by the Hungarian Academy of Science’s Institute for
World Economics for a Japanese aid organization confirms this
impression (Csaki, 1993). It concludes that ‘““most companies think
about environmental protection as a normal feature [of doing busi-
ness], a necessary condition of production, and are ready to equip
their facilities with up-to-date equipment.” Indeed, the study found
that the lack of clear and enforceable environmental regulations
leaves most multinational companies uncertain about how to make
those investments and about their future liability for environmental
degradation. American companies were particularly concerned
about the impact of weak environmental regulations on their deci-
sions and on their ability to sell products made in Hungary in
Western European markets. They generally saw the move toward

TABLE 7. Change of Environmental Protection Related Company Invest-
ments in the Immediate Future (Percentage Distribution)

Investment Domestic Mixed Foreign
Trend Forecast
Decrease 4.9 6.7 0
Constant 17.1 133 16.7
Increase 68.3 70.0 50.0

Significant 9.7 10.0 333
Increase
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more transparent environmental regulations and more effective en-
forcement in Hungary as a way of improving the business climate.

END NOTES

1. The McKinsey “Corporate Response” questionnaire was distributed to
participants of the Annual Meeting of the World Economic Forum (held in Davos
in February 1991), the Second World Industry Conference on Environmental
Management (WICEM I, organized by the International Chamber of Commerce
in Rotterdam, April 1991), and the 19th Annual General Meeting of the Interna-
tional Primary Aluminum Institute (held in Amsterdam in May 1991). Efforts
were made to generate responses from specific geographic regions in order to
ensure a sufficient response from these areas. The five regions were based on the
geographic location and the GNP per capita of the country where the company
headquarters were located:

* North America (consisting of Bermuda, Canada, and the United States),
Japan, Western Europe (consisting of the European Community and the
EFTA countries);

» Central and Eastern Europe (consisting of former centrally planned econo-
mies of Bulgaria, Czechoslovakia, Hungary, Poland, Soviet Union and
Yugoslavia); and

» Third World (consisting of the developing countries in South America,
Africa, and Asia).

Responscs from Australia, Hong Kong, New Zealand, Singapore, Taiwan and
the United Arab Emirates were included in the overall analysis but they were
excluded from any regional segmentation because of lack of sufficient numbers
relative to the variety of countries.

The industrial classification of the sample included six groups: (1) chemicals
(covering chemicals, rubber, and plastic), (2) energy (including utilities, energy
distributors and oil, coal, and gas companies), (3) metals (including primary
metals, metal products and machinery), (4) process industries (including paper
and paper products, glass, construction and building materials), (5) consumer
goods (including food, beverage and tobacco, textiles and apparel, and pharma-
ceuticals/diagnostics), (6) durables (including transport equipment, electrical ma-
chinery/appliances, electronics/telecommunications, aviation, and environmental
technology).

In many parts of the questionnaire the respondents were asked how strongly
they agreed or disagreed with certain statements or whether an issue was critical
or unimportant, The scale used ranged from | (disagree or unimportant) to 5
(agree or critical). The ratings were converted into percentages (1 and 2 as dis-
agree, 3 as neutral, 4 and 5 as agrec).
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2. The overall results of the McKinsey survey may be somewhat optimistic
on corporate executives’ perceptions of the environmental challenge because:
(1) most of the responses were from senior executives who are, generally, more
strategically oriented and more optimistic about environmental matters than
their lower level, more operational counterparts; (2) about 59% of the respon-
dents were from large, international companies that may have had greater expo-
sure to environmental issues, and therefore were more environmentally sensi-
tive; and (3) respondents who attended the World Industry Conference on
Environmental Management, WICEM 11, can be expected to be more positive
about environmental issues than those who did not attend.
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