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o

The road to Hungery’s EU membership leads through a period of intense preparatory
work, which means that Hungary’s economic performance is to be enhanced in order
to benefit from the advantages of integration and also to minimize drawbacks. This
is & particularly important componant of successful performance in the field of foreign
trade as export is considered a major driving force in increasing Hungary’s economic
output. Therefore, the success of our modernization scheme is of primary importance in
terms of Hungary’s ability to grasp the opportunity of easier access to foreign markets.
Marketability is dependent on competitiveness, which is in turn dependent on quality,
another key factor. If Hungarian companies fall short of fulfilling the quality requirements
of the European markets which have standardized norms, these companies will then be
unable to profit from the chances of future access to European markets and will lose ground
even on the domestic market as a consequence of higher-quality imported products. During
the period of preparation of Hungarian economic integration, special emphasis should be
laid on quality-related issues. In order to achieve this an active participation by the state
{i.e. acceptance of European standards and technical regulations, creation of accreditation
and certification system in accordance with EU norms) and company compliance with the
international economic environment are absolutely necessary.
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Introduction

In the past few years the need to fill the economic gap following the col-
lapse of COMEQCON, the former East Block’s economic and trade system,
with our traditional Western economic ties has been accepted within the
Hungarian society as the only plausible option to follow. To mark Hun-
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gary’s willingness, she was the first of the ‘Visegrdd countries’ to submit
her application for EU membership.

The speed and success of Hungazy’s prospectiv E' m mbership de-
pend primarily on the country itself. At the same time t is imperative
that we bear in mind that failure or success, aloi-g with the compromise
we are prepared to make and perform competently or poorly, is also de-
pendent on the economic and political situation in the region. Protracted
recession, slower than expected economic growth of the OECD countries
in Europe, unforeseen difficulties in creating a harmonized market and fi-
nancial system are all bad signs which indicate that protectionism is to
be reckoned with in the not too remote future. This is against ‘a situa-
tion where protectionism is already paramount with regard to the most
competitive industries in Central Europe’ according to a study analyzing
Buropean contracts. (RoLLo, 1992).

We cannot distegard the effect of certain political changes in ™o
and Central Europe on our integration-related efforts. The West seems to
beless determ '\.ed in its economic policies in Kast Turope, and the original
aspects of Western motivation seem to have become less discernible with

k

g

aste

the inclusion of some new aspects. If we see back to the year 1989, we
have to bear in mind both the European Community’s politically moti-
vated decision (a imed primarily at p moting changes in Central i&uvop\,
during the interim Derlod of a polmca t v

vated mostly
quantity-re 1
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High on our agenda is foreign trade as export is a top priority in our
efforts to boost the economy.’

Given the fact that the Hu ngarian system of agriculturzl trading is still embryonic
and that this particular area is rather controversial, it is, therefore, outside the scope of
interest of this paper.

’By the late 1 U-related e'v'por*s and imports was as high as

fi while import figures eached 38%. The
in 1990 (besed on US currency) of the 'ahe of exports increased by 35% and in
uropean Co*nmwmy and Hungary in the mid 1990s; in Hungarian:
Ma, e, 1
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The problem, though, viewed from a different angle, is this: The
range of competitive producis seems to be narrower than before. Unless
we change the current trend, we will not be able to make use of the pos-
sibilities created by easier access to foreign markets. The companies face
the difficulty of having to cope with a situation where the old, ‘traditional’
obstacles to their foreign trading activity have by now been replaced by
new ones. The feeling of getting cornered is a new and a different one best
known as guality or properness, to be more precise. Old confines have been
replaced by new ones known as the parameters of quality compe‘citiveness.3

2. Quality Issue in Hungary
2.1 Viewing Quality Differently

the challenges by improviag quality became a must for Hun-
L
L

v in the mid 1970s, a time when competition became keener
worldwide, and Hungary found herself face to face with the EU’s system
of technical regulation requirements. Hungary was well behind the times
in this re spect The TaCL of blgh-level and up-to-dateness of Hungarian

roducts and services;” zlong with the incompleteness of compames qual-

o
¢
c

it v systems and the failure of the sta take a more active part in the
quality issue, all seem to illustrate deﬁmenmes

However, guahz}, m.ay be
requirem 'ms, we do

to catch up with EU’s
approval (a< quality en-
a complete

well = countries i primary import . d on 1987 index numb
Turkey. The

for average indu trial quality Iev ls, T
only couniry Hungary precedes here is Greece. {Abel, 1., Hont, A., Landesmann. M..
Székely, P. IL.: Hungary Lagging behind Lurope and Her Chances of Catching Up;

s of
Hungarian: ‘A magyar ipar elmaradédsa Furdpatd! és a felzdrkdzés esélyel’, Kilgazdasdg,

1993, No. 1. p. 46).

*In 1991, HUF ¢ billion were spent in vain because producis, following quality prob-
lems, were not marketable and damages had to be paid for the same reason. (Kaddr Béla:
Quelity and Hungary's Foreign Trade; in Hungarian: ‘A mindség szerepe Magyarorszdg
killgazdasdgl kapcsolataiban’, Quality Week Iniernational Conference, Budapest, ‘Quality

Week’ Conference Bureau 1992, p. 22).
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— Those who fight in the economic arena have to bear in mind the fact
that quality is a sirategic view rather than an item on z list tc be
ticked off during, some political campaign. Cue has to live with the

fact that guality has become a requir
any market conomy
— Quality 1 eparaie category to be found the ding market’

Quality i petitien o
area uirements rath

2.2.1 Information, Incentives, Support

The Government should work out the national guality policy. This is most
necessary as Hungary i rameri erested in improving i
coming known for its quality-consciousness and also in order tc provide

incentives for individual companies to improve the quality of their prod-

pos

te image and be-

ucts.

Corporate misinformation is still paramount in terms of EU yaality
requirements. The government should therefore lay special emphasis on all
guality-related information, counselling and training.

Companies already in the process of improving product quality are
often seen chickening out as a result of costs incurred by the creation of
a quality assurance system. State support in finencing such companies
via different state funds and schemes should also become a top priority
(MARTON, 1992).

Financial institutions should equally have their share of support as the
competitiveness of their clientele, which is dependent on the quality of their
products, might be a long-term guarantee in offering loan to customers.

In order to boost efforts aimed at quality improvement measures
should be taken for increasing the social prestige of product quality. Quality




120 I. PETRUSKA

awards such as ‘man of the year’ might be offered, quality labels such as
hallmarks used for products, etc.

2.2.2 Low Harmonizaiion

Article 68 in the Association Agreement highlights areas where law harmo-
nization is a must.

Technical regulaizons and siandards should fall in line with the EU
echnical regulatory system, i.e. areas dominated by legislation on the one
hand and market on the other hand should be dealt with separately.

— Life and health protection regulations as well as labour safety mea-
sures are all to be considered obligatory and applied accordingly. Dur-
ing the design phase of these regulations and measures, FU fechnical
directives must be borne in mind, with the simultaneous undating of

o R ol

Hungary’'s lengthy legislation-related materials.
However, p < 1 i
3 b
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ments), therefore. besides the introduction of directives, the statutory area
should include other regulations related to the European regulatory system.
In the market-regulated sphez‘ the acceptance and subsequent ap-
plication of B _Juropean sta,:lda“ds Hungary would have m(LJOl advantages
H he following reasons: first, because com-

liance with these bb&ﬂd&lds woun ?d eventually boost Hung a?‘y’s exports.
t

1CL 1
he EC in July 1985. Legal

almost exclusively on principles accepted by t! 3
tion of product aﬂty was eQLal‘" used to make legislation related
liabi

e customer protection low is still to be made, a task we
m asg soon as possible.

v A 1

Modernization the institutions responsible for guality, market and EU ap-
plicability is of primary importance.

— In devising our gquality certification system, this should be taken inic
consideration, selecting two currently overlapping systems, one b
regulated by law, the other being regulated by market forces. Stat
intervention should be confined to the authorization o
tification in the system regulated by law, where quality certificates
are compulsory. Moreover, selection between firms offering quality
certificatory services is to be made via the market or volunteering
companies.

— the further improvement of the Hungarian accreditation sysiem is de-
pendent on two requirements: accreditation should be extended to
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certifying as well as supervising organizations as today accreditation
only involves testing laboratories; compliance of accreditation with
European norms (RinG, 1993). The government has already stated
working on a bill on certification, and another institute, the National
Certification Institute will be set up accordingly. The creation of a
system in Hungary in accordance with European norms is the first
step towards bilateral agreements on certification acceptance.

2.3 Company Compliance with Quality as a Challenge
2.3.1 The Companies’ Response to the Confines of the Market

Quality awareness is becoming an intrinsicaily market oriented attitude for
an increasing number of companies. Qualit

household name.

Practical results are much less encouraging as guality only seems to
7 rather than applicability.
¢ company responses (o b
market constraint

o

v, one might say, has recently
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2.5.2 Competition and quality recuirements

Company surveys for business in the 1’1dus’m‘y sector have shown that the
effects of competition on suppliers, Hungarian partners in joint ventures
and Hungarian companies doing business on their own are completely dif-
ferent (TOROK, 1994). This difference has quality ramifications.

Suppliers and joint venture partners have to fulfil very high gual-
ity requirements. If, however, such requirements have already been met,
i i 1 ition for them. Suppliers are technologicaj
export-related aCul’V ties, while

quality requirements beco'n ublqw‘mt.s

— Suppliers are often joini-veniure pariners operaiing as per VWestern
interests, which affects their performance in terms of compliance with
quality requirements. To keep pace with international quality re-
quirements is much easier in a joint venture conitext. Kasier access
to modern technology is only one aspect; what equally makes things
easier is the adaptation of foreign company’s attitude to quality. The
other side of the coin, of course, involves heavier comstraints. For
most Western partners, compliance with quality requirements is a
prerequisite for the transfer of company technology as the high level
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of te v in all of a foreign partner’s compames is of rimar'f
importance. For a Hungarian compeany or business, partnership i

a join tventure, therefore, means iransier to a system where quali ty
requirements are always high. Another factor should equally be borne

i ipati ivatization go hand in hand in
Hun garzan company to per-

i
=
r:s

fo eh in qt.ahty-mb.anc ment projects from the point of view of
their mture market value,
Sa

ppliers and manufacturers operating in business with a non-Hun-
garian hallmark have to go through a process, prior to any market
challenge they have to face, where their partnership position will be
Y 3 bk
decided. Successtul performance and reliability in living up to e
4 S

tations of their potential partners might put theminap
real competition will be eliminated.

- oss ]

Companies who run their business individually ov whose objeciive is
io peneirate the market have the advantage of being in 2 more relaxed
startup position. Competition, though, is more realistic as failures in
producing quality goods will force them out of business. These com-
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Companies have difficu

customers rather than

sociated with technic

plexity might be the g .

— Quality-related objectives might only Le a success if the owners and

management are both committed to fulfil high quality requirements

and the company rank-and-file is equally invelved in this process.

1gh1y gqualified staff is also required with enough expertise to super-

vise company operation from the point of view of quality, to commu-

nicate problems of this sort to all those concerned. This shows the
impoertance of quality management sducation in Hungary.

In Hungary a total of 100-150 companies have so far embarked on

a scheme of quaiity assurance (KORZ»MM, 1993). These companies are

in the process of laying the foundations of quality improvement, which

means the setting up of quality assurance systems for ISO 9000 standard

package, in which expectations, as of 1683, of EU devised quality stendards
are much more strin \gent than before. There are, however, companies that
have already fulfilled these quality-related requirements and are moving
in the direction of TQM, which has transformed the process of ql,alﬂs;
improvement into a practice.’
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example is CHINOIN, whose queality protection man
it he vear’. ‘Construction completed in two
alatt felépitetiék’. Figyeld, Nov. 25, 1993, special report *
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These advantages alone fall short of giving impetus to exports in the
long run.

— To benefit from the possibility of export extension on a nonrecurrent
basis is a challenge for compliance with conditicns generated by keen

o~

competition, which necessitates the existence of products suitable fo
that purpose.

~ The future free trade between Hungary and the EU might be charac-
terized by some inverse symmetry as opposed to "ch* f the ‘starting

i Gur lack of competitiveness, together with

result iz i f direction, which

mentione ight be eliminated by

1 our lack etitiveness. ¥We can only

shift of dir ating conditions for

ent of our compe ess. Thisis all the more

t competitive products:
eloped markets is affected by 2
o-dateness plus product and services guality
rather than mass grcda ct output.

— Companies have a chance of survival (even on markets specialized in
products of simple manufacturing technologies) through reliable prod-
ucts quality falling in line with quality requirements of the Buropean
market.

The situation described above has a double message for the Hun-
garian economy. We have to ‘return to our former selves’, so to speak,
in ‘making technological, structural and modernization ends meet’, as it
were, thus putting an end to an era of economic policy in which product
quality devaluation had the final word. The present much liked slogan can
be associated with quality: we have to return to Europe rather than be
part of it for the first time.®

Conditions now provide the viability of this objective through the ex
isting Hungarian spiritual potential and also through advanced technologles
as a result of foreign equity participation. We should not turn a blind eye
to the fact that customer confidence in Hungarian consumer goods should
equally be preserved for products of simple manufacturing technologies and

S As good examples serve Ganz Villamossigli Rt, TUNGSRAM, Ldng Gépgyir, etc.

which, on the basis of domestic norms, have marketed high quality products worldwide.
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the quality of products-related services along with compliance with supply
deadlines, product layout, etc. In keeping with these rules, we can be
successful in the less up-to-date line of products.

Current difficulties do not explain the worsening of our performance

in terms of exports. Both the companies and the government should draw
the necessary conclusions from the signs that show a decline in exports.

Hungarian companies can become equal (not only in legal terms) to
their Western partners by increasing the level of their product quality.
In today’s free market environment failure to do so might result in
these companies being forced out of their current markets instead of
penetrating new ones. In EU’s practice, state intervention in cushion-
ing the effects of poor company performance will be largely restricted
in the future. Survival on both EU and domestic markets will neces-
sitate company determination of penetrating those markets. Integra-
y can no longer be regarded as a task with two different objectives.
1 Gﬁher words, econormies that lack stamina in ¢ 'nplymff with EU
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