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Abstract 

The unfavourable effects of the economic crisis appeared powerfully in the Hungarian 
economy and became visible in the statistical data reflecting the Hungarian economy in the 
second half of 2008. The research project launched by IEER - HCCI in March 2009 was aimed 
at surveying the business situation, expectations and the responses given to the crisis by 
Hungarian companies. The corporate data survey took place in March and June 2009 and 
March 2010. The survey findings suggest that the adaptation techniques companies had formed 
by the summer of 2009 were no longer altered later. It is to be noticed that exporting companies 
were more prone to apply crisis management steps than those producing only for the domestic 
market.  

Besides this, there is also a strong correlation between the business situation and the 
adaptability to the crisis: companies in worse business situation were forced to take more types 
of crisis managing steps than those in better positions. Favourable business positions predict 
the application of longer-term, strategic crisis management measures, while enterprises in 
worse positions typically applied short-term production cut-back and cost-cutting measures to 
fight the unfavourable impacts of the crisis. We also made an effort to examine the hypothesis 
that companies with a comprehensive and active use of the internet tend to find their way out of 
the crisis more quickly than others. This correlation has not been confirmed on the basis of 
investigating the companies’ business situation.  
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Introduction 

The economic crisis is confronting the companies with new challenges, as it is at these times that 
such essential factors of business success as flexibility and adaptability manifest themselves. The 
economic crisis that broke out in the fall of 2008 provides researchers with a unique opportunity, since 
it enables them to carry out first-hand investigation of a rare phenomenon of business cycles. 

The Institute for Economic and Enterprise Research – Hungarian Chamber of Commerce and 
Industry (IEER) carries out several questionnaire surveys annually exploring the opinions and 
expectations of different groups of companies concerning their own business situation. After the 
symptoms of the economic crisis began to show themselves ever more powerfully also in Hungary, the 
special circumstances created the need for a new type of research. In this type, besides the common, 
standard questions referring to business position, we have been paying special attention to the 
measures companies take to prevent the unfavourable effects of the crisis on their operation, or, to 
take advantage of the fast changing processes. The survey focusing on the effects of the crisis was 
carried out at three times, in March and June 2009, and in March 20101. 

 In the first part of the current study we provide a short overview of the effects of the economic 
crisis on the Hungarian corporate sector, then we summarize the international research findings 
regarding corporate adaptability. Finally, in the third part of this paper, we present the findings of the 
three IEER corporate surveys. This part discusses three subjects. Firstly, we examine how the 
business position and expectations, as the companies perceived them, and the steps they took to 
prevent the effects of the crisis, have changed over the time of the crisis, in the different groups of 
companies. Secondly, we explore how the crisis management steps applied by the companies have 
influenced the business situation of the companies. Besides these, we have also surveyed the internet 
using habits of Hungarian companies. 

1. The impact of the world economic crisis on the Hungarian 

economy 

The economic crisis that started in 2007-2008 is likely to be the most severe one since the Great 
Depression of the 1930s. The American credit crisis rapidly spread over the whole world through the 
money markets, and had a significant negative effect on the real economy, and, within that, on 
employment. The question, on the other hand, as to how lasting the effect of the crisis is going to be is 
still pending. 

Hungary is a small country with an open economy, whose export-led growth is largely dependent 
on the business climate of the West European, and, specifically, the German economy, as Germany is 
a major market of Hungarian industrial exports. In 2007, 28.4 percent of the total Hungarian export 
went to Germany, while in 2008 this ratio was 26.6. 

The effects of the economic crisis first became visible in the Hungarian economic statistics in the 
second quarter of 2008. They could be noticed in a significant lowering of domestic demand, in the 
decrease of production caused by sales problems, in the reduction of foreign trade turnover, in the 
stagnation of consumption, a decrease in investments, an increase in unemployment, and a lowering 
of inflation.  

                                                   
1
 The concept of the research was formed in cooperation with researchers of Kopint-Tárki, and the first survey was 

carried out jointly by IEER and Kopint-Tárki. The first questionnaire was worked out by Attila Bartha (Kopint-
Tárki), Agnes Czibik (IEER), Agnes Mako (IEER), Istvan Janos Toth (IEER). 
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The growth of GDP started slowing down in early 2008, it stagnated in the third quarter, and at 
the end of the year it began showing a steep fall. The performance of the Hungarian economy at that 
time was fundamentally determined by the world economic recession, and the steps aimed at internal 
cost-cutting and improving economic equilibrium. The recession accelerated in 2009 and reached its 
worst in the second quarter when figures showed a 7.2 percent decrease on the same quarter of the 
previous year. Production and turnover showed extensive reduction, employment lowered, 
unemployment rose fast, and real wages lowered. The pace of slowdown gradually decreased in the 
second half of 2009. In the first quarter of 2010, GDP continued its slight, 0.8 pc decrease, compared 
with the previous year. However, the index showing the change from the preceding quarter had 
already shown a slight growth for the second straight quarter. Compared with the highly unfavourable 
tendencies of 2009, in early 2010 industry, foreign trade, transport,  tourism and real incomes were all 
showing positive changes. On several important areas, however, primarily on the labour market and 
domestic consumption, the unfavourable tendencies continued, though to a lower extent than earlier. 
Regional GDP figures show that in the first quarter of 2010 the Hungarian economy was rated among 
those showing weaker performances.  

The growth in industrial production, which had been steady for years, broke down in mid 2008, 
followed by a rapid fall, which was primarily caused by a drastic tightening in  export demand. The 
decline reached its worst point in February 2009, when industrial performance was nearly 30 pc lower 
than a year before. After that, the pace of the recession started slowing down, while from December 
2009 on, an increase can be seen. The output of industrial production increased by 8.1 pc in February, 
and by 2.8 pc in March 2010, year on year. Domestic sales, however, are still decreasing, although 
the pace of the decrease has been slowing down since April 2009. Industrial export sales started 
falling in August 2008, with their lowest point in spring 2009, the figures at that time showed a very 
significant 31 pc fall. Beginning from late 2009, an increasing trendency could be felt again, the rate of 
the rise in March 2010 was 9.7 pc.  

Foreign trade product turnover, both for exports and imports, showed a slowdown from January 
2009. In the first four months of the year the fall year on year was 25-28 pc. The turning point occured 
in early 2010: in February exports in Euro terms were 17 pc more, while imports were 13 pc more than 
a year before. 

The economic crisis had also negatively affected the volume of national economic investments. 
In 2008 the slowdown was only 2 pc. The unfavourable tendency continued in 2009: in the last quarter 
the rate of investment was 11 pc lower than in late 2008. In the first quarter of 2010 the pace of 
recession abated, with the figures showing 6 pc reduction.  

The Hungarian construction industry had been in a dire situation also before the economic crisis, 
as the government’s austerity measures led to a drastic cutback in state orders (eg. in motorway 
constructions). The volume of production started nosediving in mid 2007, reaching its worst in 
September, when it was 28 pc lower year on year. The sector suffered a 15 pc loss in the whole of 
2007. The negative tendency continued at a slowing pace in 2008 and 2009 (5.4 and 4.3 pc decrease 
respectively). In 2010 the situation in the construction industry worsened again: in the first four months 
of the year the volume of production was 12 pc lower than a year before. Investments in construction 
also showed a significant decrease. While in the second quarter of 2008 the rate of investment in the 
sector was still over 20 pc, the last quarter already showed stagnation, and in the second quarter of 
2009 the volume of construction investments was already over 40 pc lower than in the previous year. 
In the second half of 2009, a softer version of the negative tendency continued, and figures still 
showed 5 pc reduction in ther first quarter of 2010.  

The decline in the Hungarian industrial production significantly reduced employment in several 
other sectors as well. Closures and mass layoffs struck, besides exporting companies, also the motor-
vehicle industry, the construction industry, housing investments, the telecommunications and 
electronics sectors worst. The employment rate started to decrease in the fourth quarter of 2008, then 
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in 2009 the negative tendency intensified: after a 56.7 pc employment rate in 2008, the rate went 
down to as low as 55.4 pc in 2009. The turnaround, however, has not come yet: in the first quarter of 
2010 the employment rate was only 54.5 pc. The unemployment rate showed the fastest increase in 
the first quarter of 2009: from 8 pc in late 2008, it rose to 9.7 pc. While the annual unemployment rate 
in 2008 was only 7.9 pc, in 2009 the rate was already 10.1 pc. The number of those unemployed grew 
from 312 thousand in 2007 to 329 thousand in 2008 and 420 thousand in 2010. The worst loss in 
workforce could be seen in the manufacturing, and, to a lesser extent, in the construction. The 
negative tendency seems to be continuing in 2010 as well: in the first quarter the unemployment rate 
was 11.9 pc.  

Many experts had been expecting the economic recession to break down the Hungarian inflation 
rate, which counted as high regionally. The slowdown in economic growth, in industrial production and 
in household spending, the decrease in commercial crediting and the unemployment rate rising over 
10 pc had all made this prediction seem likely. But while everywhere in the world prices were under 
considerable pressure, in Hungary this effect was rather weak. Though the pace of payrises in the 
private sector started to slow down, the increase of VAT and the rise of fixed, state-regulated prices 
counterbalanced this tendency. In this way, the economic crisis did not cause any noticeable reduction 
in prices.  

In Hungary the corporate credit portfolio has shown a steady growth over the past 13 years, then 
the crisis caused the credit stock to decrease, especially in the case of foreign currency loans. In the 
background of this there is the loss of money market confidence, the liquidity problems of the 
commercial banks, and the tightening of credit conditions. 

The findings of a 2007 corporate survey suggest that 46 pc of companies are exposed to 
exchange rates. The flow-type exchange exposition due to the different types of currencies used in 
revenues and in expenditures appeared in 44 pc of companies, while the stock-type exchange 
exposition arising from the difference between assets and liabilities characterises 34 pc of companies.  

The Hungarian budget deficit stagnated during the time of the crisis, thanks to the adjustment 
measures, while deficit figures across Europe showed considerable rises. However, the outstandingly 
high Hungarian national debt continued to grow during this period as well.  

IEER Business Climate Index, that is based on IEER’s corporate surveys conducted every six 
months, showed a very significant slowdown in October 2008 and April 2009, but in the fall of 2009 it 
already indicated improvement, and in April 2010 it climbed back to the level it had before the crisis, 
which seems to predict the recovery of the Hungarian economy from the crisis.  

Small and Medium Enterprises Business Climate Index (SME BCI), that is based on IEER’s 
surveys of small and medium-sized enterprises in every quarter, also began nosediving in October 
2008. The negative tendency continued in January 2009, and figures showed a slight increase for two 
quarters and in October 2009 a slight lowering. Significant improvements occured in January and April 
2010, but even so, figures did not reach pre-crisis levels. 

2. Hungarian and international research experience 

Since the beginning of the global financial crisis, several analyses have been published that 
examined the causes, the process, and the consequences of the crisis. The studies exploring the 
responses to the crisis were, however, primarily examining the economic political reactions of the 
countries,  and analyses of the companies’ adaptation to the crisis are much rarer. The cause of this is 
not the subject being any less significant, it is much more probably the difficulties of collecting the 
appropriate data.  
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Below we are going to summarize the findings of two empirical surveys that were specifically 
focusing on the economic and financial crisis from a corporate point of view.  

IFUA Horváth & Partners Ltd., the Hungarian member company of Horváth & Partners, asked 
Hungarian medium and large companies between January and March 2009 about the effects of the 
crisis they perceived, and about the measures they had taken in response to them.2   On the basis of 
the responses they established that the majority of companies considered improving liquidity as a 
priority, and they also started taking costcutting measures, but in doing so, they mostly applied basic, 
textbook-like solutions, like eg. a hiring freeze or the reduction of miscellaneous expenses. These 
tools were applied by two thirds of the companies, while more than a third had already carried out 
layoffs in spring 2009.  

In the researchers’ interpretation, the measures companies took to ensure their revenues 
(seeking new markets, launching new products, building out new channels of distribution) suggest that 
the companies had been expecting a temporary crisis and were only trying to make up for the incomes 
they had lost. 23 pc of the companies only took steps that served the short-term increase of their sales 
turnover, while 13 pc took measures only to improve the long-term growth of their sales revenue.  

They think that the appropriate characterization of the responses of most medium and large 
Hungarian companies can be that they had taken general measures to counterbalance the 
unfavourable effects of the crisis. The researchers are of the opinion that, instead of this, analysing the 
company’s current situation, and taking specific decisions on that basis, would better serve the 
purpose of adaptation to the environment and the recovery from the crisis.  

The World Bank surveyed 1686 companies in June 2009, and 1892 companies in February 
2010, in Bulgaria, Hungary, Latvia, Lithuania, Romania, Turkey and Kazakhstan. (Kazakhstan took 
part only in the second survey.)In Hungary 187 companies participated in the survey. Within the 
survey, 52 variables were used to measure the companies’ business position, sales, employment, 
finances and economic expectations.  Till now two analyses have been made based on these data.  
Ramalho and her co-author established that the primary impact of the crisis in all six countries 
analysed was a decline in demand, though the adaptive measures taken in response vary from 
country to country3. The findings suggest that, of the countries examined, Hungary was the least 
affected by the crisis, shown by the lowest number of companies liquidated, and the least slowdown in 
sales. As the most common response to the crisis, the authors identified laying off permanent and 
seasonal staff, and replacing external financial resources by internal ones.  

Correa – Iootty4, noted that, besides the general lowering in demand in the countries examined, 
there was also a considerable number of companies able to increase their sales (10 pc), although in 
Hungary this ratio was only 5 pc.  

Besides the above-mentioned steps that were meant to help adaptation, the study also 
underlines that the companies also applied delayed payment to suppliers and the tax office as a 
means to improve liquidity. 14 pc of the companies surveyed had made an attempt to restructure their 
loans during the year preceding June 2009. It is also noteworthy that while sales dropped by 47 pc in 
the year preceding the survey in companies established less than five years before, for companies 
older than   10 years this figure was only 36.9 pc.  

                                                   
2
 IFUA Navigator Results , Budapest, Apr 2009 

http://www.ifua.hu/navigator_eredmenyek?PHPSESSID=819190ed73149c3a6214effa3249c7f2 
3 Rita Ramalho – Jorge Rodríguez-Meza – Judy Yang (2009): How Are Firms in Eastern and Central Europe Reacting 

to the Financial Crisis? http://www.enterprisesurveys.org/documents/EnterpriseNotes/Note8.pdf 
4 Paulo Correa – Mariana Iootty (2010): The Impact of the Global Economic Crisis on the Corporate Sector in Europe 

and Central Asia: Evidence from a Firm-Level Survey http://www.enterprisesurveys.org/documents/ECA-Note.pdf 
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In the forthcoming chapters we present, on the basis of our survey, the business position and the 
expectations of the Hunmgarian companies analysed, then we examine what measures of adaptation 
the firms had taken to offset the harmful effects of the crisis, and how the application of these 
measures was changing between March 2009 and March 2010. 

3. IEER corporate survey findings 

We are presenting the survey findings with the help of descriptive statistics and multi-variable 
models. Descriptive statistics are mapping the companies’ business situation, the crisis management 
measures they applied, and their internet-using habits, while the multi-variable analysis uses logistics 
regression to explore the factors affecting the firms’ business situation. 

3.1 The IEER Business Climate Index 

We estimate the companies’ business position using a composite index, the components of 
which are as follows: changes in the volume of domestic sales in the past six months, expected 
changes in the volume of domestic sales in the following six months, the volume of investment 
expected in the following six months, expected changes in the number of staff in the following six 
months, and the average gross changes in employees’ wages in the given year. This way the index 
includes both the six-month period preceding the survey and the expectations concerning the near 
future. The Business Climate Index is then calculated as the simple arithmetical mean of the above 
components and may assume values from -1 to 1.  

It can be seen in Table 1 that the average business climate index showed very little improvement 
between March and June 2009, but by March 2010 a significant positive move could be seen. The 
mode and median values also indicate a steadily improving business situation. 

Table 1 IEER Busness Climate Index’s descriptive statistics  

 March 2009 June 2009 March 2010 

Number of 
cases 

279 276 278 

Mean -0,270 -0,264 -0,037 

Mode -0,800 -0,600 -0,400 

Median -0,334 -0,266 0,000 

Standard 
Deviation 

0,399 0,383 0,401 

Source: IEER 
 

In the passages below we are examining the changes in the firms’ business situation since the 
outbreak of the crisis, in different groups of companies. In each case we used the simple arithmetical 
mean of the business climate index within categories.  

Dividing Hungary into three major regions, we can see that, at each time surveyed, the 
companies of the middle region (including Budapest) reported the best cyclical situation. Between 
March and June 2009 the situation of the companies operating in middle Hungary slightly improved, 
while it worsened for the companies in the western region and stagnated for those in eastern Hungary. 
Between March 2009 and June 2010 the average of the business climate index significantly improved 
for the whole country, the differences between the regions practically vanished. 
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Analysing the data according to staff numbers suggests that companies with larger staff reported 
better business situation than the smaller firms at each of the three survey times. In March 2009 
companies with less than 100 employees reported relatively similar positions, but by June 2009 the 
difference between categories increased, as that of the smaller (below 49 staff) firms worsened, while 
the position of companies with staff over 50 improved. By March 2010 the business climate index 
average improved for each staff size category (see Figure 1) 

Figure 1 IEER Business Climate Index by company size (March 2009 – March 

2010) 

IEER Business Climate Index by company size
March 2009 - March 2010
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Source: IEER
 

Data based on the rate of export within total sales indicate that in the first nine months of the 
crisis mainly the business situation and the expectations of exporting companies worsened, by all 
probability due to the narrowing of demand from West European markets. In March and June 2009 
firms producing only for the domestic market reported slightly better business situation than those also 
producing for export. By March 2010 the average business situation for every group improved and the 
situation prevalent in the pre-crisis times was restored: higher export rates increase the likelihood of 
better business situation, and the business climate index of companies exporting at least half of their 
sales is again in the positive domain. (see Figure 2) 
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Figure 2 IEER Business Climate Index by the rate of export in total sales (March 

2009 – March 2010) 

IEER Business Climate Index by the rate of export in total sales
March 2009 - March 2010

-0,22
-0,24

-0,07

-0,34

-0,29

-0,03

-0,26 -0,27

0,07

-0,40

-0,35

-0,30

-0,25

-0,20

-0,15

-0,10

-0,05

0,00

0,05

0,10

March 2009 June 2009 March 2010

no export
<51%
50%<

Source: IEER
 

In Hungary companies with a stake in foreign hands in their ownership structure are traditionally 
in a better business position than those entirely owned by Hungarians. However, data suggest that in 
the first period of the crisis foreign-owned firms suffered relatively worse slowdowns, thus in March 
2009 their business climate indexes were identical with those of the purely Hungarian companies. It 
was also due to the thinning of the export demand, as among partly foreign-owned companies there 
are more exporters than among totally Hungarian-owned ones. By June 2009 the positions of entirely 
Hungarian-owned companies continued to worsen, though very slightly, while those with a foreign 
stake reported improvement. In March 2010 both groups of companies could be characterized with 
improving business situation, and the difference between the two category averages increased, with 
the business climate index of companies with a foreign stake located in the positive domain. (see 
Figure 3) 

  

Figure 3 IEER Business Climate Index by foreign stake (March 2009 – March 2010) 

IEER Business Climate Index by foreign stake 
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Companies having bank loans were in a slightly worse average business situation in the first six 
months of the crisis than those with no loans. By June 2009, however, the index of the former group 
improved, while that of the latter worsened, both thus reaching closely identical levels. By March 2010 
a significant positive move had occured and the difference between the two company groups remains 
to be negligible.  

Data from March 2009 showed that companies with higher net sales revenues had on average 
better business situation than firms with lower sales revenues. But by June 2009 the position of the 
group with earnings below 0.9 m EUR5 and of the group with earnings between 500m and 1bn showed 
considerable worsening, while all other companies reported improvement. By March 2010 each group 
formed according to sales revenue reported improvement in their positions, and companies with sales 
revenues over 500m had their average business climate indexes in the positive domain. 

Data from company groups formed according to economic sectors suggest that in March 2009 
the conomic crisis had its strongest effect on companies operating in trade, while firms in the 
construction reported the least unfavourable business situations. By June 2009 the position of 
companies in the manufacturing and in trade showed slight improvement, while that of the firms in the 
construction industry and services worsened. By March 2010 all four economic sectors showed 
significant positive moves, and according to data, firms in the construction industry and services are in 
relatively the best situation. 

In March 2010 we also asked company leaders for how many more months they thought their 
company would feel the effects of the economic crisis. Of 269 CEOs responding 15 claimed that their 
businesses did not suffer from harmful effects of the crisis any more, while 66 expected the crisis to 
run out within six months time. Most of the respondents (147 company CEOs) were of the opinion that 
the crisis effect would take one more year, and 40 CEOs expected unfavourable times to be longer 
than a year.  

The mean of all responses shows that, according to the companies’ expectations, they will have 
to perceive the effects of the crisis for another ten months. Export-oriented companies, and those with 
sales revenues between 1.8m and 3.6m EUR are expecting a shorter-than-average unfavourable 
period, while firms having bank loans denominated in foreign currency, and companies operating in 
trade are predicting longer-than-average effects.  

The business climate companies perceive also affects their opinion as to how long they will have 
to feel the effects of the crisis: those in a better business position are expecting the negative effects of 
the crisis to come to an end sooner. Companies which no longer perceive the effects of the crisis have 
reported far the best business situation: the average business climate index among them is 0.35. Also, 
the companies expecting the effects of the crisis to ceise within half a year have their average 
business climate index in the positive domain, but its value is only 0.04. Companies expecting 
negative effects for one more year have a slightly negative average business climate index, and those 
expecting negative effects for a longer period than that have reported very unfavourable business 
situation. (see Figure 4) 

                                                   
5
 The Forint/EUR exchange rate was from March 2009 to March 2010 on average 276 Ft/EUR (Source: Hungarian 

National Bank http://www.mnb.hu/Engine.aspx). We are using 280 Ft/EUR in the paper when necessary. 
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Figure 4 IEER Business Climate Index by firms’ estimation of the remaining period 

of the crisis (March 2010) 

IEER Business Climate Index by firms’ estimation of the remaining period 

of the crisis (March 2010)
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3.2 Corporate adaptive steps taken in response to the crisis 

During the March 2009 survey companies were offered eighteen possible adaptive measures, 
from which they could choose the ones they had applied over the previous six months. During the 
following two surveys we left out the least frequently mentioned response possibilities and the 
companies could only choose from thirteen responses as crisis management tools they had applied. 
Of these, we are going to analyse twelve below, as the occurance of the response ”cutting of 
miscellaneous costs” showed a rather inconsistent pattern during the three surveys. Reducing short-
term debts and reducing outstandings belong to steps improving liquidity, and postponing investments, 
layoffs, switching to shorter hours, freezing or cutting wages, or outsourcing non-core services were 
classified among the cost-cutting measures. Seeking new markets, launching new products and 
reducing dependence on suppliers constitute the group of measures meant to stabilize market 
position, while other, non-classified steps can be using government benefits or working out a new 
strategic plan6.  

We can see on Figure 5 that the proportion of companies applying the different adaptive steps 
showed much greater changes between the first and the second survey than between the second and 
the third. This may suggest that by June 2009 Hungarian companies might have chosen their adaptive 
steps, which they did not modify any more. 

The rate of firms applying the individual adaptive measures was still slightly increasing between 
June 2009 and March 2010, with the exception of two cases: the rate of companies having to apply 
layoffs or outsource non-core activities was lower than in 2009. The rate of firms applying layoffs fell 
from 43 pc to 33 pc during the previous six months. 

                                                   
6
 The list of adaptive steps can be found in the Appendix 
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Figure 5 Corporate responses to the economic crisis from March 2009 to March 

2010 (%, N: between 279 and 314) 

Corporate responses to the economic crisis from March 2009 to March 
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In the forthcoming passages we underpin some of the findings where either the temporal 
changes of the rates of companies applying particular measures or the differences in the values found 
in different subgroups of the companies proved to be noteworthy to us.  

In general it can be established that among companies that are also exporting the rate of firms 
applying adaptive steps is higher than among those producing exclusively for the domestic market. 
This relationship proved valid for all three surveys and for nearly each measure, but in the June 2009 
survey it appeared very characteristically (see Figure 6). The cause of the phenomenon might be that, 
as it could be seen in the previous chapter, companies producing also for export had more severe 
difficulties to face than those producing only for the domestic market, and this made them introduce a 
variety of measures to counterbalance these effects. 
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Figure 6 Corporate responses to the crisis by export, % (June 2009) 

Corporate responses to the crisis by export, % (June 2009)
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It is discernible that companies applying certain adaptive measures can be found in particular 
economic sectors at a higher rate than in others. Reducing the receivables portfolio, drafting a new 
strategic plan, and freezing or cutting wages were most widespread among trading companies in all 
three surveys (in March 2010: 73 pc, 48 pc, 85 pc). At the same time, seeking new sales markets was 
most common among firms in the manufacturing and construction industries (in March 2010: 92 pc 
and 79 pc). However, in the construction industry the rate of companies that opted for selling new 
products or services (24 pc), introducing part-time employment (16 pc) or making a new long-term 
plan (31 pc) was lower than in other sectors of the economy. (see Figure 7) 
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Figure 7 Corporate responses to the crisis by sector, % (March 2010, N: between 

281 and 292) 
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The rate of companies applying manpower reduction has produced intricate changes during the 
three surveys in different sectors. In March and June 2009 companies operating in trade showed the 
highest rate of those having to resort to layoffs (28 pc and 48 pc), however, by March 2010, this same 
sector had the lowest rate in this area (30 pc). On the other hand, in the construction industry the rate 
of firms having cut workforce in the previous six months was relatively low (10 pc), and by March 2010 
it was here that this rate became the highest (37 pc). On the whole, our data suggest that the pace of 
cutting workforce was different in particular sectors (see Figure 8) 

Figure 8 The rate of firms applying layoffs in the last 6 months by sectors (March 

2009 – March 2010) 
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Focusing on Hungary’s larger territorial units, we can see that in terms of responses given to the 
crisis there seem to be differences between companies in the different regions. In March 2009, 8 of 
the 12 crisis management measures surveyed were applied at the highest rate in the West Hungary 
region. In the June survey the same can be said about companies in East Hungary, while by March  
the distribution became more complex: 5 measures were most common in West Hungary, 4 in East 
Hungary, and 3 in middle Hungary(see Figure 9) 

Figure 9 Corporate responses to the crisis by regions (March 2009, N: between 

303 and 314) 
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In March 2010 we also asked company CEOs which of the tools they had applied proved most 
helpful in preventing the unfavourable effects of the crisis.7 More than half of respondents mentioned 
seeking new sales markets in the first place.  

Considering all crisis management tools mentioned, 23 pc of companies reported they had found 
seeking new sales markets helpful in preventing the effects of the crisis. Besides, 15 pc of companies 
mentioned cutting back on wages and other benefits, 14 pc mentioned reducing receivables portfolio 
among useful crisis management steps. Cutting back on services, postponing investments, offering 
new products and services helped 7-9 pc of companies in offsetting the negative effects. Manpower 
reduction only proved a useful tool for 4 pc of companies, and introducing part-time employment was 
only mentioned by 2 pc (see Figure 10). 

                                                   
7
 Respondents were allowed to name three tools 
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Figure 10 The most effective corporate responses to the crisis - March 2010 
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Data suggest that it also depends on the business situation of companies surveyed which crisis 
management tool they consider most useful. Companies reporting the best business situation thought 
applying governmental benefits and using EU subsidies to be the most useful. Companies that 
considered offering new products and services and making new long-term plans to be the most 
effective crisis management tools also had their average business climate index in the positive 
domain. Companies with a medium business climate index most successfully applied postponing 
investments, seeking new sales markets, manpower reduction and reducing debts as crisis 
management tools. Companies reporting bad business situation were able to best prevent the effects 
of the unfavourable economic environment cutting down on services used, reducing dependence on 
suppliers, cutting down on wages, introducing shorter hours and reducing miscellaneous costs.  

From the above, we may arrrive at the conclusion that competitive companies with basically 
good business situation suffered less from the consequences of the economic crisis, thus, as the 
existence of the firm was not endangered seriously, they were able to take longer-term, strategic 
steps, mobilize government sources and use them successfully to offset the effects of the crisis. As for 
companies with worse business situation, the crisis often jeopardized the firm’s very existence, so in 
many cases they took crisis management measures in the hope they might survive that way. So these 
companies were most often able to defend themselves most effectively from the unfavourable effects 
of the crisis using short-term cuts in production and costcutting (see Figure 11). 
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Figure 11 IEER Business Climate Index by the most effective response to the crisis 

according to the firm (March 2010) 
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The business situation of the companies also has an impact on the number of crisis 
management tools they apply. Figure 12 shows that companies with worse business situations tried to 
defend themselves against the effects of the crisis with more crisis management tools than those in 
better business situation, at all three survey times. In March 2009 the average business climate index 
of companies using not more than 4 crisis management tools was -0.18, while for those having used 
5-9 tools the value was -0.3, and for those firms that used at least 10 tools, the value was -0.5. By 
June 2009 the perception of business situation slightly worsened among companies using 5-9 tools, 
while the other companies showed slight improvement. In 2010, by the time the effects of the crisis 
had abated, the business situation of the individual groups moved closer to each other, which led us to 
the conclusion that crisis management tools had successfully helped the companies suffering from the 
crisis in surviving. 

Figure 12 IEER Business Climate Index by the number of the applied measures by 

the firm (March 2009 – March 2010) 
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3.3 The corporate use of the internet 

In the March 2010 survey we made an attempt to explore whether the comprehensive and active 
use of the internet meant any advantage for companies in recovering from the crisis. It seemed 
possible for us that, eg., the fresh business information obtained via the internet might help company 
leaders in taking better decisions, or it might help discover potentially new channels of distribution, or 
the use of the internet might help the firm get acquainted with business partners or colleagues who 
they would not have come across without the internet.  

To check up on these hypotheses, in March 2010 we also asked respondent companies about 
their use of the internet. Then we analysed the data acquired this way, on the one hand, according to 
the different groups of companies, and, on the other hand, we compared them with the business 
climate indexes summarizing the business situation of the firms. Below we are presenting our findings. 

79 pc of the companies surveyed had homepages, while 94 pc gather information on economic 
processes or changes in the legal regulation from the internet. 91 pc use the internet for arranging 
administrative duties (eg. through Ügyfélkapu), 43 pc sell their products at least partly through the 
internet, while 49 pc use the net to follow the activities of their competitors. 64 pc also use the internet 
to find potential business partners, and 33 pc look to the net also for recruiting staff. (see Figure 13) 

Figure 13 Different ways of corporate use of the internet (March 2010, N=300) 
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Examining the companies according to economic sectors, we find that while inquiry and admin 

affairs do not show significant differences, product sales, monitoring competitors, recruiting staff and 
having a homepage produce sectoral differences. These areas can be characterized by the fact that 
companies in the construction industry lag far behind the other sectors. It can also be noticed that 
every form of internet use we examined is a little more widespread among exporters and companies 
fully or partly owned by foreigners than among firms producing only for the domestic market, or owned 
excusively by Hungarians.  

Comparing companies’ habits of internet use with their business situation, we were faced with 
controversial findings. In March 2009 companies not having homegages, in June companies having 
homepages had a higher business climate index, while in March 2010 the values characterizing the 
two groups were closely identical. 
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If we also examine the companies’ 2010 business climate index according to the other internet 
use indicators, we may come to the following hard-to-interpret conclusion: Among companies using 
the internet for inquiry, admin, product sales, monitoring rivals and seeking business partners, the 
business climate index produced slightly lower values than firms not using the internet for these 
functions. At the same time, for companies that use the net for recruitment, the business climate index 
in March 2010 is slightly higher than the average of all companies.  

The regressional models we had made for further analysis of the controversial findings, using 
internet use and other background variables, did not show any significant correlation between internet 
use and business situation either. This way, our hypothesis has not been confirmed. 

3.4 Estimations 

In the following passages we examine with multi-variable models what effects the steps the firms 
had taken to offset the crisis had on the companies’ business position, ie. which steps can be 
considered as having significantly contributed to the recovery from the crisis, and which were the ones 
that did not improve, rather, worsened the companies’ positions.  

We made the estimations with the help of regressional models. In these, the dependent variable 
was binarily recoded IEER BCI. Its value is zero if the Business Climate index assumes a negative 
value, and one, if the business climate index is zero or positive. As explanatory variables, in the model 
we used the crisis management steps applied, and as control variables we used number of staff, size 
of sales revenue, export sales revenue, foreign stake in the ownership, as well as economic sector. 
For each time we applied cross-sectional analysis. 

Data from March 2009 (see Table 2) suggest that a company with a net annual revenue over 
3.6m EUR – keeping everything else unchanged – have a more than three and a half times greater 
chance for a good business situation than firms with revenues below 0.9m EUR. The fact that a 
company tried to prevent the negative effects of the crisis through switching to shorter hours, keeping 
everything else unchanged, reduces by 82 percent the chance for a good business situation.8 
Freezing or reducing wages exercises an even stronger negative effect on business situation: 
companies using wage reductions have, on average, 91 pc lower chances to have a positive BCI-
value than companies not using this tool. Reducing dependence on suppliers worsened by more than 
50 pc this chance. Applying government and EU subsidies, on the contrary, increases the likelihood of 
good business position companies having applied this tool had an over three and a half times greater 
chance of having good business situation than those not using the tool. Working out a new strategic 
plan had also a positive effect on the business situation and resulted in over two and a half greater 
chance than the chance mentioned above. 

The model findings suggest that further corporate characteristics and crisis management steps 
did not have a significant impact on business situation. 

                                                   
8
 Interpretation of odds ratio through an example: let us suppose that in the whole sample the ratio of companies in 

good and bad cycle situations is 60:40 pc. With companies using switching to part-time employment as a crisis 
management tool, the 0.18 chance coefficient means that these companies have an 82 pc lower chance for good 
business situation, as (0.18-1)x100=-82. Thus, in this group of companies, the ratio of companies in good and 
bad business situation can be estimated at 27:73 pc, according to the model. 



Corporate responses to the economic crisis 

19 

Table 2 Findings of the logistic regression (March 2009). Dependent variable: 

IEER Business Climate Index* 

 B coefficient 
Standard 

deviation 
Significance Exp(B) 

Foreign stake -0.34 0.44 0.43 0.71 

Export 0.06 0.39 0.87 1.07 

Company size – 20-99 employees 0.25 0.54 0.65 1.28 

Company size - over 100 employees -0.27 0.73 0.71 0.76 

Net sales revenues – 0.9 – 1.8 m EUR 0.18 0.66 0.79 1.19 

Net sales revenue – 1.8 – 3,6 m EUR 0.74 0.64 0.25 2.10 

Net sales revenue – above 3,6 m 
EUR**  

1.29 0.66 0.05 3.64 

Sector - Manufacturing -0.34 0.63 0.59 0.71 

Sector – Trade -0.75 0.63 0.23 0.47 

Sector – Other services -0.70 0.65 0.28 0.49 

Reducing short-term debts -0.31 0.39 0.43 0.73 

Reducing outstandings -0.55 0.40 0.17 0.58 

Layoffs -0.62 0.55 0.26 0.54 

Switching to shorter hours** -1.70 0.88 0.05 0.18 

Freezing or cutting wages** -2.39 0.59 0.00 0.09 

Outsourcing non-core services -0.72 0.47 0.13 0.49 

Postponing investments 0.04 0.43 0.92 1.04 

Cutting of miscellaneous costs 0.01 0.47 0.99 1.01 

Seeking new markets 0.08 0.42 0.85 1.09 

Launching new products 0.62 0.43 0.16 1.85 

Reducing dependence on 
suppliers** 

-0.83 0.40 0.04 0.43 

Using government and EU 
benefits** 

1.30 0.54 0.02 3.67 

Working out a new strategic plan** 0.98 0.42 0.02 2.66 

Constant -0.42 0.71 0.55 0.66 

a) Nagelkerke R-square: 0.38     

Source: IEER 

* Reference Categories: Company size: under 20 employees, Sector: Construction, Net sales revenue: under 0.9 m 

EUR 

** Significant coefficients appear in the table in bold  
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Findings from June 2009 (see Table 3) show that companies switching to part-time employment 
have on average, by 80 pc lower chance to have positive BCI-value, than other companies. Cutting 
wages and postponing investments worsens the chance of belonging to the group of companies with 
better business situation, by 72 and 70 pc respectively. 
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Table 3 Findings of the logistic regression (June 2009). Dependent variable: IEER 

Business Climate Index* 

 B coefficient 
Standard 

deviation 
Significance Exp(B) 

Foreign stake 0.38 0.41 0.36 1.46 

Export 0.07 0.37 0.86 1.07 

Company size – 20-99 employees 0.30 0.49 0.55 1.34 

Company size - over 100 employees 0.19 0.60 0.75 1.21 

Net sales revenues – 0.9 – 1.8 m EUR 0.82 0.63 0.19 2.27 

Net sales revenue –  1.8 – 3.6 m EUR 0.12 0.66 0.85 1.13 

Net sales revenue – above 3.6 m EUR  1.16 0.61 0.06 3.19 

Sector - Manufacturing 0.59 0.56 0.28 1.81 

Sector – Trade 0.21 0.57 0.71 1.23 

Sector – Other services -0.19 0.59 0.74 0.82 

Reducing short-term debts -0.54 0.41 0.19 0.58 

Reducing outstandings -0.41 0.38 0.28 0.66 

Layoffs -0.49 0.37 0.18 0.61 

Switching to shorter hours** -1.60 0.63 0.01 0.20 

Freezing or cutting wages** -1.29 0.40 0.00 0.28 

Outsourcing non-core services -0.29 0.37 0.44 0.75 

Postponing investments** -1.22 0.39 0.00 0.30 

Cutting of miscellaneous costs 0.02 0.45 0.96 1.02 

Seeking new markets 0.46 0.43 0.28 1.59 

Launching new products 0.06 0.39 0.87 1.07 

Reducing dependence on suppliers -0.13 0.42 0.76 0.88 

Using government and EU benefits 0.43 0.56 0.45 1.53 

Working out a new strategic plan -0.68 0.39 0.08 0.51 

Constant 0.02 0.70 0.98 1.02 

a, Nagelkerke R-square: 0.38     

Source: IEER 

* Reference Categories: Company size: under 20 employees, Sector: Construction, Net sales revenue: under 0.9 m 

EUR 

** Significant coefficients appear in the table in bold  
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Data from March 2010 show, that companies with more than  100 employees  – keeping 
everything else unchanged – had on average approximately five times greater chance of having good 
business position, than small enterprises with less than 20 employees. Firms in the construction sector 
had 84 pc lower chances for positive BCI-value than companies in manufacturing. This value is 76 pc 
for firms in the service sector. Companies having tried to prevent the negative effects of the crisis 
through cutting down on workforce, had on average 74 pc lower chance to have a good business 
situation than other firms. Postponing investments reduced the chance mentioned above the same 
way.  Surprisingly working out a new strategy had also a negative effect to the BCI value in 2010. 
Firms having applied this tool had on average 63 pc lower chance of having good business situation 
than those not using the tool (see Table 4). 
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Table 4 Findings of the logistic regression (March 2010). Dependent variable: 

IEER Business Climate Index* 

 B coefficient 
Standard 

deviation 
Significance Exp(B) 

Foreign stake 0.62 0.57 0.27 1.86 

Export -0.16 0.49 0.74 0.85 

Company size – 20-99 employees 0.42 0.61 0.49 1.52 

Company size - over 100 
employees** 

1.60 0.82 0.05 4.95 

Net sales revenues – 0.9 – 1.8 m EUR -0.47 0.77 0.55 0.63 

Net sales revenue –   1.8 – 3.6 m EUR 0.13 0.72 0.85 1.14 

Net sales revenue – above 3.6 m EUR  -0.31 0.66 0.64 0.73 

Sector – Manufacturing** -1.85 0.77 0.02 0.16 

Sector – Trade -1.05 0.64 0.10 0.35 

Sector – Other services** -1.42 0.73 0.05 0.24 

Reducing short-term debts -0.01 0.51 0.98 0.99 

Reducing outstandings 0.09 0.50 0.85 1.10 

Layoffs** -1.34 0.57 0.02 0.26 

Switching to shorter hours 1.02 0.55 0.06 2.77 

Freezing or cutting wages 0.22 0.64 0.73 1.24 

Outsourcing non-core services 0.61 0.51 0.23 1.84 

Postponing investments** -1.34 0.49 0.01 0.26 

Cutting of miscellaneous costs 0.41 0.47 0.38 1.50 

Seeking new markets 1.08 0.59 0.07 2.95 

Launching new products 0.65 0.49 0.18 1.92 

Reducing dependence on suppliers -0.38 0.51 0.46 0.68 

Using government and EU benefits 0.45 0.56 0.43 1.56 

Working out a new strategic plan** -0.99 0.49 0.04 0.37 

Constant -0.55 0.96 0.56 0.58 

a, Nagelkerke R-square: 0.38     

Source: IEER 

* Reference Categories: Company size: under 20 employees, Sector: Construction, Net sales revenue: under 0.9 m 

EUR 

** Significant coefficients appear in the table in bold  
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The findings of the multi-variable model have confirmed that companies with more employees 
and total revenue were rather able to sustain their good business position amid the crisis, than smaller 
firms. Of all crisis management tools, using governmental and EU subsidies is mainly characteristic of 
enterprises with better business situation, reduction of manpower, switching to part-time employment, 
cutting wages and postponement of planned investments is common with enterprises having worse 
business situation. Working out new business plan in the examined three periods was characteristic 
for different kind of companies. In the early period of the crisis firms with better business situation 
applied significant changes in the corporate strategy, later however firms in worse position tried to 
prevent the negative effects of the crisis through this way. The cause and effect relationship between 
the crisis management steps applied and the business position can be interpreted in such a way that 
enterprises in worse positions would rather resort to cost-cutting in response to worsening economic 
circumstances, while those in more favourable positions mainly used longer-term, strategic steps to 
eliminate the unfavourable effects of the conomic crisis. 

4. Conclusions 

On the basis of the data available to us, we have come to the conclusion that in the first period of 
the economic crisis mainly the business situation of exporters and firms owned by foreigners 
worsened, as these were the ones most severely struck by the slowdown of West-European export 
markets. The worsening economic situation had the least impact on the business situation of 
companies with a large staff. Data show that companies with better business situation expect an 
earlier end  to the negative effects of the crisis than those with worse business situation. 

In terms of changes in the application of crisis management measures, data still showed a slight 
motion between March and June 2009, but between summer 2009 and March 2010 hardly any 
change can be observed. It suggests that by summer 2009 Hungarian companies had already formed 
their defensive tactics against the crisis, which they did not usually change any more. In general it can 
be stated that the rate of companies applying certain adaptive steps is higher among exporting firms 
than among those producing only for domestic markets. The number of crisis management measures 
taken largely depends on the business situation: Data show that companies suffering more from the 
negative effects of the crisis were forced to apply more crisis management tools to offset unfavourable 
economic effects, while for companies in better positions fewer measures proved sufficient. The 
nature of the steps taken also depends on the buisiness position: it can be noted that companies with 
fairly good business situation were less distracted from their normal way of doing business, as they 
were able, even during the time of the crisis, to take long-term, strategic steps. For companies with 
worse business situation, however, managing the crisis was often identical with struggling for survival, 
so they most often used short-term cuts of production and cost-cutting to defend themselves from the 
negative effects of the crisis. 

The analysis mapping the internet-using habits of the companies shows that exporters and firms 
with a stake in foreign hands take better advantage of the opportunities provided by the worldwide 
web than those producing only for the domestic market and those fully owned by Hungarians. Our 
models, however, did not show any significant correlation between internet use and companies’ 
business situation. 
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Appendix 

1. On the surveys 

In March and June 2009 and in March 2010 GVI conducted a questionnaire survey of more than 
300 Hungarian enterprises, focusing on the responses of the companies to the economic crisis9 The 
research was aimed at mapping the effects of the economic crisis as well as surveying the steps 
companies were taking to prevent these effects. Of all companies involved, 184 were reached in all 
three surveys. This way we now have a panel database, the analysis of which provides us with reliable 
information as to the corporate perception of the crisis, as well as the changes in the measures they 
took to offset its effects. 

 

2. The concept of IEER Business Climate Index: 

IEER_BCI = (a1 + a2 + a3 + a4 + a5) / 5 

 

Name Definition Categories 

a1 changes in the volume of domestic sales in the past six 
months 

down, unchanged, up 

a2 expected changes in the volume of domestic sales in 
the following six months 

down, unchanged, up 

a3 volume of investment expected in the following six 
months 

down, unchanged, up 

a4 expected changes in the number of staff in the following 
six months 

down, unchanged, up 

a5 average gross changes in employees’ wages in the 
given year 

decrease, remain stable, increase 

 

                                                   
9
 The March survey was carried out in cooperation with Kopint-Tárki, and, partly, supported by HVG. For the first 

analysis of the findings see Bartha, Attila – Tóth, István János: Rendezetlen visszavonulás, HVG. 2009/15. 
http://hvg.hu/hvgfriss/2009.15/200915_VALLALAToK_A_VALSAG_IDEJEN_Rendezetlen_viss 
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3. Corporate adaptive steps taken in response to the economic crisis 

 

  

List of adaptive steps 

March 

2009 

June 

2009 

March 

2010 

1 Reducing short-term debts * * * 

2 Reducing outstandings * * * 

3 Postponing investments * * * 

4 Layoffs * * * 

5 Switching to shorter hours * * * 

6 Freezing or cutting wages * * * 

7 Outsourcing non-core services * * * 

8 Seeking new markets * * * 

9 Launching new products * * * 

10 Reducting dependence on suppliers * * * 

11 Using government benefits * * * 

12 Working out a new strategic plan * * * 

13 Cutting of miscellaneous costs * * * 

14 Improving short-term financial security * - - 

15 Reducing prices, new pricing policy * - - 

16 Selling assets * - - 

17 Converting foreign currency loan * - - 

*: included into questionnaire 

-: not included into questionnaire 


