

Table A1 Dependent Variable and Main explanatory variables
	Dependent Variable

	Label
	Question
	Answer
	Frequency

	envreg
	Are environmental Regulations an obstacle to the current operations of this establishment?
	No
	36%

	
	
	Yes
	64%

	Relevant Explanatory Variables

	Label
	Question
	Answer
	Frequency

	pymgf
	Payments, gifts or exchange of favors with national government officials to affect content government decrees 
	No
	73%

	
	
	Yes
	27%

	polc
	Has the owner, CEO, top manager, or any of the board members of this firm ever been elected or appointed to a political position in this country? 
	No
	95%

	
	
	Yes
	5%

	obstacle
	What is the main reason no measures (on energy efficiency) were adopted? 
	Lack of financial resources
	8%

	
	
	No Obstacle
	42%

	
	
	Not a priority relative to other investments
	35%

	
	
	Not profitable
	7%

	
	
	Operational and/or technical risk
	2%

	
	
	Uncertainty about future prices
	3%

	
	
	Uncertainty about regulation
	3%

	Source: Authors own work





Table A2 Control variables 
	 
	Obligations

	Label
	Question
	Answer
	Frequency

	pollcontr
	Over the last three years, did this establishment monitor its emissions of pollutants other than CO2?
	No
	79%

	
	
	Yes
	21%

	encons
	Over the last three years, did this establishment monitor its energy consumption?
	No
	47%

	
	
	Yes
	53%

	co2
	Over the last three years, did this establishment monitor its CO2 emissions?
	No
	90%

	
	
	Yes
	10%

	enst
	In fiscal year [Insert last complete fiscal year], was this establishment subject to an energy performance standard in its operations?
	No
	93%

	
	
	Yes
	7%

	entax
	In fiscal year (last complete fiscal year), was this establishment subject to an energy tax or levy?
	No
	80%

	
	
	Yes
	20%

	lockin
	In fiscal year [Insert last complete fiscal year], did any of the establishment’s customers require environmental certifications or adherence to certain environmental standards as a condition to do business with this establishment?
	No
	85%

	
	
	Yes
	15%

	 
	Physical Risk

	Label
	Question
	Answer
	Frequency

	phys
	Over the last three years, did this establishment experience monetary losses due to extreme weather events (such as storms, floods, droughts, or landslides)?
	No
	91%

	
	
	Yes
	9%

	 
	Targets

	Label
	Question
	Answer
	Frequency

	entarg
	Over the last three years, did this establishment have targets for energy consumption?
	No
	70%

	
	
	Yes
	30%

	climobj
	In fiscal year (last complete fiscal year), did this firm have strategic objectives that mention environmental or climate change issues?
	No
	78%

	
	
	Yes
	22%

	co2targ
	Over the last three years, did this establishment have targets for CO2 emissions
	No
	92%

	
	
	Yes
	8%

	 
	Adoption of environmental measures

	Label
	Question
	Answer
	Frequency

	water
	Over the last three years, did this establishment adopt any of the following measures? Water management
	No
	81%

	
	
	Yes
	19%

	waste
	Over the last three years, did this establishment adopt any of the following measures? Waste minimization, recycling and waste management
	No
	51%

	
	
	Yes
	49%

	 
	Environmental Management

	Label
	Question
	Answer
	Frequency

	manresp
	In fiscal year (last complete fiscal year), did this establishment have a manager responsible for environmental and climate change issues?
	No
	85%

	
	
	Yes
	15%

	climresp
	Is the manager responsible for environmental and climate change issues evaluated against how well the establishment performs on energy consumption, CO2 emissions or other pollution or environmental targets?
	No
	95%

	
	
	Yes
	5%

	 
	Firm's charactieristics

	Label
	Question
	Answer
	Frequency

	sector
	Sector
	Manufacturing
	56%

	
	
	Non-manufacturing
	44%

	size
	Size
	Large
	24%

	
	
	Medium
	31%

	
	
	Small
	44%

	cert
	Does this establishment have an internationally-recognized quality certification?
	No
	62%

	
	
	Yes
	38%

	kpi
	Does this firm have formalized, written business strategy with clear key performance indicators?
	No
	57%

	
	
	Yes
	43%

	fin
	Over fiscal year [Insert last complete fiscal year], please estimate the proportion of this establishment’s working capital, that is the funds available for day-to-day operations, that was financed from each of the following sources?
	Internal Funds
	55%

	
	
	External Funds
	45%

	 
	Innovation

	Label
	Question
	Answer
	Frequency

	inno
	During the last three years, has this establishment introduced new or improved products or services?
	No
	73%

	
	
	Yes
	27%

	pat
	Over the last three years, did this establishment spend on the acquisition of external knowledge? This includes the purchase or licensing of patents and non-patented inventions, know-how, and other types of knowledge from other businesses or organizations.
	No
	88%

	
	
	Yes
	12%

	rd
	Over the last three years, did this establishment spend on research and development activities within the establishment?
	No
	83%

	
	
	Yes
	17%

	Source: Authors own work




Table A3 Institutional context
	Institutional context

	Label
	Question
	Answer

	envexp
	From the perspective of this establishment, for the next three years, which one of the following areas of public spending should be the highest priority? Environment
	No: 86%

	
	
	Yes: 14%

	enexp
	From the perspective of this establishment, for the next three years, which one of the following areas of public spending should be the highest priority? Energy
	No: 79%

	
	
	Yes: 21%

	
	Variable
	N
	Mean
	St. Dev.
	Min
	Max

	eqi
	EQI
	4,366
	-3.545
	5.264
	-14.66
	0.395

	epi
	EPI
	4,366
	68.013
	4.161
	64.11
	76.96

	Source: Authors own work




Dataset description
These datasets, available at the establishment level for each country, contain detailed information on firm characteristics (e.g., company size, ownership structure, and line of business), along with modules focusing on specific topics. The survey questionnaire consists of two parts: the first part, typically administered via phone, assesses an establishment's eligibility to participate, while the second part is conducted through an in-person interview and is tailored to the establishment’s sector (manufacturing or services). To qualify for the survey, establishments must have their own management and control over their workforce (World Bank, b2019). The survey is implemented at the national level, with a stratified sampling method based on sectoral activities (non-agricultural, non-mining economic activities) and company size (small, medium, large). 

Table A4 Distributions of firms per country
	Country
	Sample

	Croatia
	347

	Cyprus
	80

	Czech Republic
	422

	Estonia
	169

	Hungary
	466

	Italy
	500

	Latvia
	211

	Lithuania
	299

	Poland
	771

	Portugal
	408

	Romania
	357

	Slovak Republic
	336

	Source: Authors own work



Table A4 provides the sample distribution by country. The variation in sample size across countries reflects differences in the number of enterprises within the reference population. Geographical stratification mirrors the concentration of relevant economic activities surveyed by the Enterprise Survey. Globally, non-agricultural and non-mining economic activities tend to cluster in large urban areas. The 2019 survey wave included a dedicated module on the Green Economy, which gathered information on topics such as environmental footprints, environmental management practices, environmental policy and regulation, and the environmental impact of enterprises (World Bank, a2019).
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Table A5 Correlation matrix
The highest correlations occur among the control variables (highlighted in bold in Table A2 in the online Appendix). Notable correlations also emerge between certain items in the Targets and Controls categories. For instance, CO2 monitoring strongly correlates with implementing CO2 targets and monitoring other pollutants. Similarly, high correlations are observed between monitoring water and waste and monitoring their respective pollutants.
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	0.03
	-0.12
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	0.17
	0.22
	0.07
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	0.11
	1.00

	Source: Authors own work





Robustness Checks
Table A6 Results of the model specification with different cutoffs of the Dependent Variable
	

	
	Dependent variable:

	
	

	
	Environmental Regulations

	
	(1)
	(2)

	

	Payment/Gifts
	1.002***
	

	
	(0.062)
	

	
	
	

	No Obstacle
	
	-0.244***

	
	
	(0.084)

	
	
	

	Not a priority relative to other investments
	
	-0.414***

	
	
	(0.084)

	
	
	

	Not profitable
	
	0.170

	
	
	(0.119)

	
	
	

	Operational and/or technical risk
	
	-0.208

	
	
	(0.161)

	
	
	

	Uncertainty about future prices
	
	0.145

	
	
	(0.151)

	
	
	

	Uncertainty about regulation
	
	0.174

	
	
	(0.143)

	
	
	

	CO2 monitoring
	0.304***
	0.329***

	
	(0.077)
	(0.076)

	
	
	

	Public Expenditure (Environment)
	0.236***
	0.280***

	
	(0.066)
	(0.063)

	
	
	

	Non-manufacturing
	-0.128***
	-0.090**

	
	(0.045)
	(0.044)

	
	
	

	Medium
	-0.096
	-0.091

	
	(0.058)
	(0.058)

	
	
	

	Small
	-0.277***
	-0.246***

	
	(0.057)
	(0.056)

	
	
	

	Financial Exposure
	0.151***
	0.172***

	
	(0.044)
	(0.043)

	
	
	

	Constant
	-0.081
	0.146

	
	(0.084)
	(0.112)

	
	
	

	

	Country FE
	Yes
	Yes

	Observations
	4,366
	4,366

	Log Likelihood
	-2,371.933
	-2,478.715

	Akaike Inf. Crit.
	4,781.867
	5,005.430

	Note
	The following specification has been constructed assigning to the dependent variable value 1 if respondents perceive Environmental Regulation as a ‘Moderate Obstacle’, 'Major Obstacle' or 'Very Sever Obstacle' .The variable takes value 0 if Environmental Regulations are perceived as 'Minor Obstacle' or 'No Obstacle'

	

	Note:
	*p<0.1; **p<0.05; ***p<0.01

	Source: Authors own work



Table A7 Results of the model specification with different cutoffs of the Dependent Variable
	

	
	Dependent variable:

	
	

	
	Environmental Regulations

	
	(1)
	(2)

	

	Payment/Gifts
	1.002***
	

	
	(0.062)
	

	
	
	

	No Obstacle
	
	-0.244***

	
	
	(0.084)

	
	
	

	Not a priority relative to other investments
	
	-0.414***

	
	
	(0.084)

	
	
	

	Not profitable
	
	0.170

	
	
	(0.119)

	
	
	

	Operational and/or technical risk
	
	-0.208

	
	
	(0.161)

	
	
	

	Uncertainty about future prices
	
	0.145

	
	
	(0.151)

	
	
	

	Uncertainty about regulation
	
	0.174

	
	
	(0.143)

	
	
	

	CO2 monitoring
	0.304***
	0.329***

	
	(0.077)
	(0.076)

	
	
	

	Public Expenditure (Environment)
	0.236***
	0.280***

	
	(0.066)
	(0.063)

	
	
	

	Non-manufacturing
	-0.128***
	-0.090**

	
	(0.045)
	(0.044)

	
	
	

	Medium
	-0.096
	-0.091

	
	(0.058)
	(0.058)

	
	
	

	Small
	-0.277***
	-0.246***

	
	(0.057)
	(0.056)

	
	
	

	Financial Exposure
	0.151***
	0.172***

	
	(0.044)
	(0.043)

	
	
	

	Constant
	-0.081
	0.146

	
	(0.084)
	(0.112)

	
	
	

	

	Country FE
	Yes
	Yes

	Observations
	4,366
	4,366

	Log Likelihood
	-2,371.933
	-2,478.715

	Note
	The following specification has been constructed assigning to the dependent variable value 1 if respondents perceive Environmental Regulation as a 'Major Obstacle' or 'Very Sever Obstacle'. The variable takes value 0 if Environmental Regulations are perceived as 'Moderate Obstacle', 'Minor Obstacle' or 'No Obstacle'

	

	
	*p<0.1; **p<0.05; ***p<0.01

	Source: Authors own work




Table A8 Results of the model specification using an ordered probit 
	

	

	
	Dependent variable:

	
	

	
	Environmental Regulations

	
	(1)
	(2)

	

	Payments/Gifts
	-0.370***
	

	
	(0.042)
	

	
	
	

	No Obstacle
	
	0.152**

	
	
	(0.065)

	
	
	

	Not a priority relative to other investments
	
	0.217***

	
	
	(0.065)

	
	
	

	Not profitable
	
	0.065

	
	
	(0.086)

	
	
	

	Operational and/or technical risk
	
	0.251**

	
	
	(0.125)

	
	
	

	Uncertainty about future prices
	
	-0.117

	
	
	(0.108)

	
	
	

	Uncertainty about regulation
	
	0.067

	
	
	(0.105)

	
	
	

	CO2 monitoring
	-0.110**
	-0.117**

	
	(0.055)
	(0.056)

	
	
	

	Public Expenditure (Environment)
	-0.088*
	-0.114**

	
	(0.047)
	(0.047)

	
	
	

	Non-manufacturing
	0.030
	0.023

	
	(0.044)
	(0.044)

	
	
	

	Medium
	0.076*
	0.065

	
	(0.042)
	(0.043)

	
	
	

	Small
	-0.079**
	-0.091***

	
	(0.034)
	(0.034)

	
	
	

	Financial Exposure
	-1.711***
	-1.548***

	
	(0.070)
	(0.090)

	
	
	

	Intercepts
	
	

	Minor obstacle| Moderate obstacle
	-0.807***
	-0.649***

	
	(0.067)
	(0.088)

	
	
	

	Moderate obstacle| No obstacle
	-0.141**
	0.011

	
	(0.067)
	(0.088)

	
	
	

	No obstacle| Very severe obstacle
	1.433***
	1.582***

	
	(0.072)
	(0.092)

	
	
	

	

	Country FE
	Yes
	Yes

	Observations
	4,366
	4,366

	

	Note:
	*p<0.1; **p<0.05; ***p<0.01

	Source: Authors own work

























Table A9 IV (Payments/Gifts) Diagnostic Test
	Diagnostic test 

	 
	df1
	df2
	Statistics
	P-value

	Weak Instruments
	1
	4351
	188.675
	<2e-16 ***

	Wu-Hausman
	1
	4350
	0.727
	0.394

	Sargan
	0
	NA
	NA
	NA

	

	Note: *p<0.1; **p<0.05; ***p<0.01 

	Source: Authors own work



Table A10 IV (Obstacle) Diagnostic Test
	Test
	df1
	df2
	Statistic
	P-value

	Weak instruments (Uncertainty about regulation)         
	1
	3905
	2.838
	0.0922*

	Wu-Hausman
	1
	3904
	19.732
	9.16e-06***

	Sargan
	0
	NA
	NA
	NA

	 
	 
	 
	 
	 

	Note: *p<0.1; **p<0.05; ***p<0.01
	 
	 
	 
	 

	Source: Authors own work



Table A11 Main statistics of the IVs
	Variable
	N
	Mean
	St. Dev.
	Min
	Max

	Average amount paid per country
	4,413
	64,285.84
	140,800.90
	0
	399,427.90

	
	
	
	
	
	

	In fiscal year [Insert last complete fiscal year], for the main market in which this establishment sold its main product, how many competitors did this establishment’s main product face?
	3,914
	298.106
	4557.905
	0
	10000

	Source: Authors own work





Bayesian Model Averaging
To better understand how BMA works within this empirical framework Equation 1 will be reported in matrix form:
								[2]
Where is the vector of all the 29 covariates. To select among them BMA considers each covariate as representing one separate model. BMA addresses model and parameters uncertainty through estimating each possible model as a combination of the different regressors in Equation 2. It then computes the weighted average of each model combination according to the Bayes’ rule. Given a prior model probability , the probability the model , where  is the true model, represents accurately data is: 

is the marginal likelihood of and  represents the integrated likelihood of across all the possible models .As already mentioned, the uncertainty arises from the choice of the set of regressors to be included in the estimation. BMA allows for including this uncertainty on the estimations of the parameters. The  estimated from the BMA are:

Where is the model associated with a combination of variables pertaining to the discrete model space . By considering many possible regressors, BMA also addresses omitted variable bias (Hasan et al., 2016). For model sampling, the BMA estimation used in this work uses a backward elimination procedure in which all the variables are eliminated one at time from the full model. Once the number of variables is reduced to 30, the algorithm screens the t-statistics for the estimation parameters removing those variables for which the statistic is small. To select which model to include in the final set, the algorithm uses BIC differences following Table A8

Table A12 BIC differences
	BIC difference
	Evidence

	0-2
	Weak

	2-6
	Positive

	6-10
	Strong

	>10
	Very Strong

	Source: (Amini & Parameter, 2011)




Those models that remain are said to be included in the Occam’s Window (Madigan & Raferty, 1994), To further select a reduced set of models, the algorithm uses the leaps and bound method (Furnival & Wilson, 1974). The user can choose the maximum ratio for excluding models in the Occam’s Window (for more information, see Raferty et al, (2015))
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