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T. LAKY

ENTERPRISE BUSINESS WORK PARTNERSHIP AND
ENTERPRISE INTEREST

Beginning with 1982 several kinds of small economic organizations, so-called small
ventures can be founded in Hungary. More than 60 percent of the about 27500 new units
coming into being till the end of 1984 were enterprise business work partnerships (VGMK
according to the Hungarian abbreviation). The partnership as a legally autonomous unit
comprises workers of an enterprise and 1S contracting with the enterprise to carry out some
tasks with the help of the enterprise equipment but outside the regular hours. In industrial and
service cooperatives similar communities, so-called specialized teams were formed. The two
amount to altogether 72 percent of all new small organizations. When calling them into being,
the assumption was that the new small units would operate as small ventures adjusting to
demand and supply.

Two years of experience have proved that neither the VGMKSs, nor the specialized teams

are real ventures; they operate characteristically as work brigades, substituting for overtime
work.

T'he article examines on account of what interests of theirs the industrial enterprises
dismissed the possibility of creating real ventures and squeezed the VGMKS into the hierarchical
order of the division of labour. The VGMK has necessarily become one of the forms of buying
labour power. The enterprises availed themselves of other forms also earlier to a considerable
extent (by contracting outside firms and giving them their own materials for processing, by
concluding contracts for second, part-time, jobs with their own employees, by employing guest

workers). According to the authoress fundamental enterprise interests must change if the
VGMKSs are to become real small ventures as it has originally been intended.

When the legislative statutes launching small enterprises were in the process of
preparation in Hungary, the competent authorities included in the provisions concerning
work partnerships also the possibility of creating joint ventures between the enterprise
and its employees, the so-called enterprise business work partnership (henceforward:
VGMK, using the Hungarian abbreviation of the term)*.

At that time nobody assumed that this form, outlined in a few sentences and held
to be just one of the possible forms among the various small ventures, would become the
dominant type. Moreover, nobody realized that this form put into practice together with

the other entrepreneurial forms would eventually become merely a work brigade
performing surplus (overtime) work.

*In other English publications also the term economic workteam or community can be found.
The terminology is not yet final. Ed. note.
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This paper is concerned with one single question: Why did the VGMK become a1
work brigade? (Hence, I am not going to explore why the other forms of small ventures\
spread at a comparatively slow rate and how the VGMK gained dominance among them,)

I shall try to provide an answer to this question by analysing enterprise interest. =

The answer is of relevance, as I suppose, not because of the VGMKs. It is much
more important because it exemplifies that as long as enterprise interest remains
unaltered even the changes held to be the best will be subordinated to it, and the most =
promising initiatives will only be realized to the extent allowed by enterprise interest. ;f

For lack of the necessary data and of the computations that have not as yet been ‘f '
possible to perform, I shall just begin to find out the reasons. I shall hardly come to
identify a great many interconnections, and what I mean to take notice of may merely be
the surface. In addition, I can state about a great many things only what appears to be,
and not what can also be proved. But my statements may be confirmed by the fact that =
what we can witness again today are, despite the multitude of changes and of new_.—,_ l
phenomena, regularities of an old, repetitive process. &

In what follows we shall be concerned with industrial enterprises and with the
VGMKSs operating in them. Despite their identical traits, I shall not discuss VGMKs

established in other sectors of the national economy, nor the industrial and the
cooperative specialized teams.*

Before describing the phenomenon, let us survey in brief why the VGMKs came to
be established.
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Expectations

The VGMKs—as it is, in all probability, already common knowledge today—is a
partnership of at most 30 members recruited from the own active employees and

pensioners of an economic organization. To set up a VGMK, it is necessary to obtain the
previous approval of the enterprise manager.

The VGMKs can undertake work in the sphere of activity chosen within a
statutorily approved framework and filed with the Court of Registration. On the income

earned by the work done, earlier a 3 percent, from 1985 on generally a 6 percent

corporate tax (or, above a certain limit, an even higher one) has to be paid. The sum after h
taxes is distributed among the members as
taxation).
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personal income (which is also liable to] ;“
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As can be seen from the preparatory documents and mainly from the wrlt o .
published subsequently by those who took part in the preparation [ 2, 3, 4], the leglsla ra ; i
bodies wished to serve various objectives with this form. 8
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“Attention to the basic identities of the VGMKs and specialized teams was first call‘: by

Gyorgy Varga in his article [1]. His predictions have since been repeatedly confirmed by P Mﬁ.
experience. 1
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Thus, by the joint venture of the enterprise and itsemployees, it is possible for the
enterprise to use its underutilized means of production for the manufacture of
commodities in short supply: either the enterprise or the employees find out the
demands; the enterprise leases machinery to the VGMK, sells—or helps to buy—the
necessary materials; the enterprise guarantees the buyer the quality of the work done by
the VGMK and the returns are divided—in an appropriate proportion—between the

enterprise and its VGMK. This presupposes the VGMK members’ material contribution to
creating the conditions for the activity concerned (purchase of materials, rent, etc.). Over
and above the profit of the enterprise and the VGMK, the beneficiary of this activity is
the national economy as a whole as the multitude of the articles in short supply can be

manufactured with the existing means of production of the enterprises to satisfy the
needs of both the producers and the population.

The processing of the enterprise’s waste materials within the framework of the

VGMK may be a gain for the national economy and serve the common interest of the
enterprise and its employees.

Associated with the implementation of these objectives the best expectations were
attached based, primarily, on the assumption of work partnership as a new type of
community of interests.

It could be hoped that with the diffusion and the utilization of the experience of
these enterprise forms, a novel kind of cooperation would be established between the
enterprise and its employees, and that the wage-labour relationship would be replaced by
partnership relations between those who established business cooperation with the firm.

T'his also means a different attitude to work: it was hoped that with the employees
directly interested in the profit, manipulation with work performance would be put an
end to, and better forms of work organization based on individual capabilities and
endowments would be created. The performance reserves thus disclosed would also react
upon the usual activities of the enterprise and gradually transform the internal work
organization. All this might also give a new content to socialist ownership: the employees
would become really interested in the protection of the means of production.

T'hese objectives, attractive in themselves and equally serving the interests of the

employees, the economic organizations and the national economy, were heavily urged by
the sinister recession in 1980.

The diffusion of the VGMKs

In spring 1982, I took part in a conference organized by the Centre for Extension
I'raining of the Ministry of Industry on the “Role of small-scale and auxiliary enterprises
In the national economy”. Invited to participate in the conference were managers of 40
Industrial enterprises, those in which “‘some initiatives had already been manifested’”.
Instead of the general managers and department managers invited by name, often only

second-rank executives participated, but many of them complained that they were fed up
with the innumerable discussions and information about small enterprises (ventures).
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