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BRere 15 hardly any country in the world in which s0 many
legally working small organizations exist as in Hungary. Beside
the traditional forms - such as small-scale industry, small shops
and small agricultural farms - several new forms have been
institutionalized during the past 25-30 years (e.g. the leasing
or contractual operation of commercial units, grocery stores
and restaurants i1in the state. business network; the establishment
within the agricultural co—operdtives 0f the so-called auxiliaty
eSS PEPTOTrMing non=agricultural - industrial, constructicon ang
service - activities with a high degree of independence, and also
the setting up in agriculture of the so-called household plots
and auxiliary farms under family cultivation, etc.). In addition,
rrom 1982 the possibility has been created to establish further

ESCROM1IEe organizations.

IThe economic necessitz 0% smalk grganiza tiehs

In contrast to the capitalist economy, where the '"base of

the pyramid” of economic organizations is constituted traditionally
by small organizations, such units were gradually eliminated in
Hungary after the introduction of the planned economy, and their
economic activities were merged into ever larger organizations,
primarily in industry. A similar process also took place in
agriculture, where co-operatives made up of small peasant farms
were united in larger and larger organizations. Also in the

service and commercial sector, large state and co-operative firms,
often organized in a nation-wide network, were established.

Private small-scale industry (artisans) and private shops were
reduced to a narrow scope.



the centralization of these activities in the smallest

possible number of organizations was beneficial to economic
management (the direct management of fewer units is easier), but

1t proved to be disadvantageous from the point of view of the
operational capability of the economy. Virtually lacking were

the small and medium-sized enterprises designes to satisfy
pnesspecial needs of the large undertakings, the small organiz=
ations capable of reacting to the changing requirements of the

economy as well as the small units able to meet the diverse

demands of the population.

AR attractive example of the expansion of the scope of the
small economic organizations was provided by agriculture, in
which the peasant households making use of their small gardens,
of the small pieces of land, of the so-called household plats
and auxiliary farms brought a steadily growing variety of

products to the consumer market.

It could be expected that the shortages experienced in
1ndustrial production and in the services - together with the
attendant 1llegal activities - would be reduced and the
perpetual, unsatisfied demand would be better met by the
products supplied by the new organizational forms. Therefore,
the government wished to give a wider scope to private small-
scale 1ndustry and private shops. It made possible the leasing
or the operation, on a profit-sharing basis, of the units of
centralized state-owned trade and catering enterprises encompassing

large geographical areas.

lo the forms thus established new types of organization were
added 1in 1982. They were designed to make it possible for private
1nitiative to gain ground in industry, in construction and in the

services.,



The table below gives an overview of the various forms.

/Their characteristics will be discussed in the Appendix.)
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New forms of organization

- £ ’ Possibility of

54 Oh" Form of organization their establish-
Ownersnip ment since 1982
State b, semall enterprise

g EupL

. Lontraet,leasing in retail
trade and catering

COo-gperative

8/ Agrictltural

4. Auxiliary units performing non-
agricultural activities in
agricultural co-operative farms

secopetialized agriéultural group
b/ Non-agricultural (industry, construction,
services)

6. omall industrial and servicing
co-operative X

i, Speaialized groups of 1industrial

and servicing co-operatives

8. Ewpel/
Private 7. Small-scale (artisan) industry
LR Eatas]l trade
11. cLp?/ X
12. gwp>/ X

15. Agricultural household plot and
auxlliary farm

14. Private peasant farm
et ettt e —— e
1/ Economic Business Work Fatnership within the Enterprise (Hungarian
abbr.: VGMK)

2/ Civil Law Partnership (Hungarian abbr.: PJT)

5/ Economic Business Work Partnership (Hungarian abbr.: GMK)
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These various small organizations differ substantially 10
size. Legal regulations set limits to the membership of the
individual forms (e.g. of artisan workshops, of EWPEs and EWPs),
while in others - primarily 1in those based on a looser economilc
co-operation as, for example, the specialized groups 0f CO=
operatives - the membership is not limited. In the cases of
the small enterprises, and of the small co-operatives, legal
regulation lays down only that their size is "generally" smaller

than that of the organizations performing similar aciiVitlLes.

Therefore, their staff number may range from two to several

e e ——————————————————
hundreds. With the exception of specialized agricultural groups

ofganized for the purpose of produclng particular products
(rabbits, raspberry, honey, etc.) and employing occasionally as
many as 200 to 300 persons, the membership of the small organizatlons

does not generally reach even the legal limits. (For clearer

oresentation see Tahle 2.)

Although the number of the small organizations has 1ncreased
significantly, most of them do 1n fact not expand the activ labour
force available to them as they perform the same work in the sane
nlace as they did earlier 1n the framework of the larger organlz-
ations. The same applies to all state-owned organizational forms.
The small enterprises are, practically without exception, recent
independent units of the large, nation-wide service network; the
FWPE (also 1n the co-operatives) usually performs the tasks done
in the regular working time withln nartnership framework, helping
thereby to ease the local labour shortage; small retail shops,
and restaurants also carry on their work on the old premises. Ihe
same situation prevails in the co-operative sphere, too, where

the majority of the small co-operatives hecame independent units

out of the larger co-operatives, while specilalized groups - like
the EWPEs - serve mainly to cope with the labour shortage.
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Tabie 7.

[.State

1. Small enterprise 'smaller"
2.EWPE 30 members

3.Contract, leasing

- retaill shops > members
- catering units 12 members

I.Co-operative
a/ Agricultural

4.Auxiliary
production unit not limited

5.5pecialized group not limited

b/ Non-agri-
cultural
(industry,
construction,
services) 6.5mall co-operative "smaller"

/.opeclalized group not limited
8.EWPE 30 members

[I. Private

9. Small-scale

1ndustry 15 members
10. Small retail

trade
ElEF not limited
12. EWP 30 members

Pa s SRRPICLEEEUTal
household plots
and auxiliary
farms 1 household

14, Private agricul-
tural farm

Number of

units

157
L9 A

4.470
8.200

about 160.000

No data

3687
2.500
1.200

77 . 28078

20 49
154
7. I

1.500.000

lotal 0t

15.000
228.260

8.040
22,818

16.000"
87.880
13.300

195.000

42 .100
200
>4, 700

about
5.000.000
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g ra TOr 1984,
Unly those employed in full-time jobs.

85
12

45 .

23
11

APt
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Average
employed membership



It is only the organization of the EWPs that means any
appreciable help in expanding supply. About one third ol them
performe productive work, a further one third provide intellectual
services (design, organization, computer programming) and,
finally, one third do other services (ranging from cleaning to

sports schools, from teaching foreign languages to marriage

agency service).

" In the small organizations there is a variety of employment
relations. In some of them the activities can be performed
exclusively as full-time jobs, in others exclusively as

subsidiary occupations. There are organizations which can,

and others which cannot hire employees. The possible varieties

are summed up in the following table.

[t is an important characteristic of the Hungarian small
organizations that only a few forms are based exclusively on
the full-time job of the members of the organizations (or of
its leader). The majority of the small organizations are based

on the free-time work of the membership.

The fact that supplementary productive activities can bDe
done in organized forms on a large scale, is closely related
to full employment and to labour shortage - phenomena that have
perpetuated for several decades. Full employment and labour
shortage - which ensure great security for the indivudals -
also have their seamy sides. This makes itself felt mainly 1in
the low level of economic efficiency, and in such regulation of
personal income distribution as makes 1t possible for everybody
to earn his living, but the narrow limits of income growth
provide only moderate incentives to perform more efficient
than average economic activity. Therefore, the twofold aim of
expanding the scope of supplementary occupations is the elimilipation
pf ¢€hronic labour shortage and, at the same time, the possibllity
to increase, by means of surplus work done in the small organizations,
wages and i1ncomes rewarding a more i1ntensive and demand-satisfying

activfty SOF Drecticelly all strate 0l sociaty,
*
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Table 3.

The organization may emglox

E.State

I.Co-operative

a/ Agricultural

b/ Non-agricul-
tural

II.Private

1. Small enterprise
2 EWRE

2 HonLract,
leasing

- leader

- employee

4.Auxiliary unit

5.5peci1alized

group

6. Small co-
operative

7. Specialized
group

8. EWPE

9. Small-scale
1ndustry

- artisan
- employee
10. Retaill trade

- small shop-
Keeper

- employee
| O
12. EWP

15. Household plot

and auxiliary
unit

14. Private peasant
farm

X

DS i, RS

part-time paid labour family members
X
X X
BT X
X
or X X
X
d
X A
i3 % X
W
X X
88k X
Or S
Or X X A
X




International differences

Data relating to the average number of labour employed 1n
the small organizations testify that these organizations hardly

differ in size from those operated in other parats of the world.

»
1 %5 B 8= typical of agriculture in all parts of the world that

ﬁlant growing-and stock breeding are based on the common work oI

the members of the household, of the family, and that a significant

part of families either do not, or do only seasonally employ out-

side workers.

i eiial]l-spale industry and in the serviees, too, sSEiliiar
features are, in my judgement, more frequent, than the differing
ones. The small units employing at most 10 persons each and
operating as family undertakings, are predominant all over the
world. Their main function is to ensure the economic existence
of the family, very often the continuation of an inherited
occupation, such as the operation of a work-shop, of a small

hotel, of a small undertaking within the traditional framework.

As regards the scale of the small organizations,there 1s

one very important difference: except for the state-owned small
enterprises, small co-operatives, the auxiliary units of agri-
cultural co-operatives and the very loosely organized speclalilzed
groups of the co-operatives (which, all combined, make up Just
a very modest proportion of the small organizations), the scale
of the small organizations cannot increase even 1f thelr growth
were justified by increasing demand. The socio-political set-up
fig Ehe value system of the country are intended to let Priveats
KEferprise, both 1n 1ts 1ndividual and partnership Iorm, play
a role only to a limited extent.

Accordingly, they have, from the very beginning strictly
regtricted the size of the land cultivated by the household and

auxliliary farming, the personnel of the small industrial






