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I. LAKY

THE HIDDEN MECHANISMS OF RECENTRALIZATION
IN HUNGARY

In 1968 Hungary wished to break away trom the practice of controlling enterprise
activities by direct instructions. However, in recent years — in spite of declared principles and
Intentions — a continuously Intensifying recentralization process has been observable in eco-
nomic control activities. The article presents a multitude of examples
mechanisms hidden in the internal system of the economy leading to rccentralization. Forces

arising from the interaction of ideological, political, economic and organizational factors

influence economic control Increasingly, thus it chooses. from the alternatives of instructions
and incentives, ever more often the former.

to demonstrate the

The 1968 reform of the system of economic control and management, following
the warning sign of constantly reproduced economic difficulties, was based primarily
upon the realization that in a country with such an open economy as Hungary, a strongly
centralized control acts as a brake on the flexible and etficient functioning of the
economy, for a complicated system, as the economy of a country, is impossible to
control in all details by means of central Instructions. A more successful functioning of
the economy was expected from changes of the principles and practice of control, and
primarily from a considerably increased enterprise independence. Therefore, efforts were

behaviour desirable for the national economy.

And yet, surveys drawn up on the occasion of the 10th anniversary of the reform
almost unanimously referred — beyond the appreciation of results — to the insufficiency
of theoretical and practical changes in control, what is more, to an intensification of

centralized methods of economic control, i.e. to the existence of a recentralization
process.™ They pointed out what we have |

This situation is characterized first of all by innumerable orders,
prescriptions and guidelines issued primarily by sectoral ministries
detail the various tasks of enterprises as well as the methods of e

Intervention into enterprise planning in order that the expected succ
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be “produced” (at least on paper); by the proliferation of allocations,.qm};:w -
licencing proceedings often suppressing or even neutralizing the automatisms of econos

regulations; by the general occurrence of exceptions and individual judgemen];‘é;‘f?' --
regulations at various points and based upon bargains about supports and levies.

Recentralization has been strengthening continuously for years in Hungaryq
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ly influenced also by the international economic situation, despite the fact that ’
expressed effort of the party and government organs to maintain and ﬁ f
reformed system of control. It is strengthening even though today several 4“
consequences of centralization are already felt. Beyond the failure to start a
changes in economic processes in order to ward off the numerous foreign 101
ditficulties, the natural phenomena accompanying the dependence of ente: )

central organs have necessarily grown in number. Looking at it only from the &
enterprises: to the extent as resources are growing scarcer with enterprises and &
accumulating with the centre, and as “quotas” (import materjals, export restrictio 18, ¢
and prescriptions are growing in number, enterprises will turn their attention rath",*%:i‘“ '

control organs and less to market tendencies. Considerable energies are cons f’:?

enterprises by supplying data for the centralizing control, as well as by administrﬁ"
various affairs and making contacts with the higher authorities. At the t
enterprises rely on control organs, expect initiative from them, and shift *‘
unto them for the situations arising. L

| cannot prove my assertion numerically (and I am afraid it cannot be "
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interventions having the nature of direct instructions does not help to achieve soc ;“

r.fzomzc aims — contrary to its assumed effects — but rather hinders it. (One exﬁ'
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aﬁtmneS’ conserve the given product pattern, prolong the standstills of producti,
tte Shcd)rtages of supply to consumers.) And, if the centralization process cannot |
Z f?é)[ie andd revers;':ld, we can expect an intensification of already obvious disadvantage
¢1S, and even the appearance of new ones. to th vantiee
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That is what makes it ne By

. cessary to try to reveal,

tactors lie behind the intensification of centralized management methods, i.e. the und
able process of recentralization ’ g
In the following I shall t ' §

. | ry to outline a few such f eir effe
Since the interrelations INvo actors and analyse S N

ki

Ilved are much too complicated, the analysis can be l

stron impli - be
e rilifnzmelphﬁ:d. Besides, I shall deal only, one-sidedly, with a few aspects of cor

pnoel econgo ment, apd éven with those exclusively from the point of view of t L
- mIC environment and of organizati - o

. B ganization sociology inferring the jointly dé
mined functioning of economic organizations. iy ? J ,..._
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External factors will be referred to only for the sake of completeness and without
attempt at analysis, even though they often get the greater emphasis in discussions and
evaluations. The reason is that those who refer to them usually do not distinguish exactly

the role of external factors in the economic problems of Hungary or in the development
of economic control

In the economic problems of Hungary a determinant role is played undoubtedly by
the inevitable and inexorable external process which is called, in a simplified manner, the
beginning of a new era in world economy. This expectably long-lasting process, full of
unforeseeable conflicts, demands continuous adjustment from national economies. Partic-
ularly the medium- or less developed countries poor in primary energies and raw materials
have to face hard conditions. Yet I do not consider the pressure of the need for
adjustment — ie. the struggle to overcome the difficulties owing to world market
depression, the rise in prices and deteriorating terms of trade — as a factor necessarily
strengthening the recentralization of Hungarian economic control. I think, namely, that it
is exactly the need for adjustment that might encourage to take the other way: a greater
independence of economic units, mobilization of economic reserves, and the development

of management methods promoting initiatives for economic actions that would improve
results.

Of course, the spreading of control based upon direct instructions is affected by

external factors, for example, the differences between the economic control system of
Hungary and that of other socialist countries. Since most of our economic relations are

established in the form of interstate contracts, agreements and conventions, this involves

is, however, presumably much smaller than it is often presented in explanations for
recentralization.

And, though external factors are not negligible, I shall now analyse but internal
ones. In my opinion, these operate as “hidden mechanisms” always driving toward
centralization, independently of the economic situation or of the intention of those in
control. By hidden mechanisms I mean the interaction of such ideological, political,
practical, economic and organizational factors, whose ensemble has a strong influence on
the choice between the two means of control: instructions and incentives. * I shall
underline only two of the intricate and in fact inseparable interrelations: 1. the limited
extent to which economic objectives and instruments can be planned; 2. the system of
economic organization. I shall use their example to present the functioning of the hidden
mechanisms of recentralization. Several of its elements have been described by others as

well as by myself. Therefore, even if at a few points I shall have to repeat myself, I shall
make an effort to lay emphasis on the less known interrelations.

*Of course, the fulfilment of instructions ma
calls *““interest tied to obedience’. Yet the main
dependence, while interest replaces

y also become an interest; this is. what Max Weber

point of instruction is that it releases action through
mere obedience by economic or other Incentives or constraints.
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