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ENTERPRISES IN BARGAINING POSITION

The article treats ““bargaining” as the process of reconciling interests between enterprises
and central control organs. The objects of the bargain are the resources, advantages and favours
necessary for enterprise operations that are at the disposal of the central control organs. Under
the socio-conomic conditions of Hungary the bargaining usually takes place peacefully, in the
form of negotiations. If, however, enterprises do not attain the wanted result, they activate
their allies, first of all the sectoral ministry which is equally interested in acquiring the central
resources, and they may use also more effective means in the bargain. As a consequence,
resources are often allocated not to the desired objectives and not in the desired proportions.
The precondition of changing the situation is to increase enterprise independence (autonomy).

;- e ward “hareaining” — as a characteristic expression for the process of reconcil*
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T'he article treats ““bargaining™ as the process of reconciling interests between enterprises
and central control organs. The objects of the bargain are the resources, advantages and favours

necessary for enterprise operations that are at the disposal of the central control organs. Under

the socio-conomic conditions of Hungary the bargaining usually takes place peacefully, in the
form of negotiations. If, however, enterprises do not attain the wanted result, they activate

their allies, first of all the sectoral ministry which is equally interested in acquiring the central
resources, and they may use also more effective means in the bargain. As a consequence,

resources are often allocated not to the desired objectives and not in the desired proportions.
T'he precondition of changing the situation is to increase enterprise independence (autonomy).

The word “*bargaining” — as a characteristic expression for the process of reconciling
Interests between enterprises and control organs has been in use in Hungary for a long
time among those dealing with questions of national economic control, first of all among
economists. The first expression used was still in the period of the most rigid plan
directives — the very apt words: “plan bargain”. By now the use of the word “bargaining”
has become completely general, indicating that every Instruction, desire, and distribution
of resources coming from the control sphere may be an object of bargaining between
central organs and enterprises.* There is bargaining about the extent of “‘expectations”,
the support and preferences available under various titles, the size of credits, the way of

repayment, the lifting of import restrictions, that is to say, about everything in which the

interests represented by the central organs may be different from that of the enterprise.

In everyday usage, and even in several economic studies, the word “bargaining” has
often a pejorative connotation in Hungary. In the international literature, however, it is
used as a simple technical term: to indicate the concept of the process of reconciling
interests. Accordingly, bargaining takes place between two partners with different or
contlicting interests if each of the partners is able to have his own interests accepted, i.e.

he is in such a position and in possession of such instruments as enable him to move the
other partner to take steps or accept compromises in accordance with his own interests
In this sense bargaining is involved also if it takes place in the most peaceful manner in

*For illustration one has only to look into the economic periodicals: Andrea Dedk writes about
bargaining for support of investments [1], Gdbor Révész makes mention of a “regulation bargain”
reterring to regulation of earnings [2], and Mihdly Laki [3] deals expressly with the bargaining
instruments of state authorities. From a certain point of view my article completes Mihaly Laki’s
study by presenting the situation and possibilities of the enterprise, that is, the other partner in the

bargaining procedure, and by outlining the socio-economic bases of the factors that bring about the
bargaining between the two partners.
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the form of negotiations, as well as if the compromise reached as a final outcome corrects
the wrong ideas of planners and thus leads to a solution more desirable for the national

economy. I myself use the word in this sense.
Sociologists consider bargaining or the reconciling of interests as an objective social

process. Since there necessarily exist in society and economy differing and conflicting
interests, also their reconciliation is a permanent process, which takes place amid
historically developed rules of the game (forms and instruments to be used). The
existence of this process cannot be qualified by ethical norms; it is not good or bad,
useful or harmful. It is only its forms and instruments, as well as the consequences of the
compromises that can be qualified as having socially desirable or undesirable effects.

In the following, relying partly on my own experience * and partly on phenomena
described by others, I shall attempt to analyse from a sociological aspect the socio-
economic circumstances that determine the reconciliation of interests in the economic
sphere between central organs and enterprises — in this sense a social phenomenon. (This
is only one of the possible aspects and does not replace analyses from other aspects.) It
follows from the nature of the subject that I do not deal with such cases in which
national economic and enterprise interests are in harmony without any particular recon-
ciliation. Further, I shall not deal with the economic consequences and economically
measurable results of the questions of the bargaining, nor with whether the result may be
qualified as good or bad according to some economic norm. '

How does an enterprise get into a position to compel central organs into negotia-
tions and reconciliation of interests, to lay down conditions and to assert its interests? As
a matter of fact, the partners are not equal, one of them — the economic control organs of

the state — wield power: they possess manifold instruments for rewarding and sanctioning
by means of which they can enforce their will even against the other partner.** The other

partner: the enterprise is in a subordinate and dependent position it is obliged to comply
with the written and unwritten rules and instructions of the superior authorities. How can

*My own experience supplied plenty of information about the “investment bargain” when,l' | -

er:camined the decision-making on enterprises investment actions. In 1973—1975 I examined the .';-'
history of twenty-four investment decisions in eight enterprises, with special regard to the interest-
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background of decisions and the possibilities of asserting enterprise interests. Partial results of 1

investigation were published in the studies [4] and [5].

“*The word ““power” — again differing from everyday usage — has no political content.am,_§7':;""“ |
above formulation is based upon Max Weber’s definition, according to which “by power is mﬂﬂt
possibility of one or several individuals to enforce his or their will in some common action in
spite of the resistance of other partners™. [6|Héthy and Maké [ 7] stress it, too, that they use thb
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Wpower as a technical term, “by no means in a political but in a much wider socio-economic sense’.
hat 1 consider power positions are those whose holders have at their disposal, in a socially legalized

nlllal}nerf tlr_le means — equally legalized — of rewarding and sanctioning, which ensure that they
t eir will into eff_ect. Those not disposing of power instruments may get at the most into a bargain ? |
posttion. (It is a different question that enterprise managers, in a bargaining position with central organs,
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it then get into the position of a partner able to force the other one into bargaining and
reconciliation of interests? As experience shows it, the different enterprises do not have
equal chances. Some enterprises have never been yet in a position to induce control
organs to negotiate, while others continually and intensively influence the intentions of

central organs according to their own interests. What gives them this ability? *
In this article the most important factors of getting into a bargaining position will
f be treated, as well as the instruments and actors of the bargaining, and, throughout, the
" interrelations underlying the phenomena: what has brought about and what maintains the
bargains about the reconciliation of interests between the two partners by far not in an

equal position.

.. Within the general phenomena, the illustrations are taken mainly from my own
research experience, which means that one of the special cases: the investment bargain

will be given greater emphasis. This will present a limit, however, only to a more detailed
explanation, but will not weaken the validity of the message.

Determinant factors in the organization system

Paradoxically enough, the enterprises’ getting into a bargaining positic;n is an
“irrational” product of the entire control system and the related management organ-
ization system planned to function rationally.

[ begin the explanation of the preceding statement with an axiom of organization-
sociology. According to it, every formalized organization** has, from the moment of its
establishment, its own group interests different from those of other organizations and
sometimes contlicting with them. The particular group interest — partial in comparison
with the whole of the socio-economic environment — originates in the necessity that the
organization must ensure, from the moment of its birth, the conditions necessary for its
existence, such as financial resources, labour, and customers for its products (or services).
Conditions are provided by the socio-economic environment, and in a given period in a
given — sufficient or scarce — quantity. Every organization strives — in accordance with
its vital interest — after ensuring its own functioning. Therefore, existence of the

independent organizational interest is at the same time the carrier of dlfferences and
contlicts of interests.

*Héthy and Mako call it “assertion ability™.

**In sociology generally two large types of organization are discerned: the so-called “social’ or
“spontaneous”, and the formal organizations. In the sphere of organizations founded according to a
plan, prescribing exactly the organizational actions of the members, “imperatively coordinating’ their
cooperation, and functioning strictly according to rules (and therefore described by the word
“formal” taken from Latin, or “bureaucratic” using Max Weber’s expression) are listed industrial

enterprises and, beside economic organizations, also government offices, hospitals, schools, the
army, etc.
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