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Teréz Laky

Small Organizations in Hungary — Past and Present

This paper has the aim to review the situation of small- and medium-sized ventures
from the industrial revolution up to the 1980s. In the case of Hungary one has to delimit
the topic in twO respects:

1. One can distinguish three markedly different periods since the industrial revolution
which are unrelated to one another with respect to continuance. The first period began
with the industrial revolution — which started in Hungary in the second half of the 19th
century, that is, with a 50-100 years’ delay compared to the leading industrial countries —
and ended in 1947-48. In this period the organisational structure of the Hungarian economy
was much like that of the neighbouring Central and West-European countries even if the
number of persons employed in industry lagged far behind that in the developed industrial
countries.

The second period extended to the years 1949-1982. At its beginning the small- and
medium-sized organisations were liquidated as required by the needs of a socialist planned
economy. By political methods (i.e. constraints) they were amalgamated into large, artificial
state and co-operative firms. At that time, the organisational structure of the Hungarian
economy was much like that of the East-European and Asian socialist countries. Although
the needs of the economy resulted even in this period in a rather cautious opening towards
small-scale handicrafts, retail trade, household farming based on the family work of people
employed in agriculture, the economic role of these small organisations was declared by
official politics to be “secondary, auxiliary” compared to the dominant large organisations.

The third period started in effect only in the early 1980s when the government decided
to create small organisations through a deliberate campaign. They tried to decentralise
large organisations and announced new, so-called small enterpreneurial forms. Since that
time, the organisational structure of the economy follows again the pattern of developed
industrial countries.

In the third period, since 1982, a large number of small- and medium-sized units of the

economy were created. But the mere numbers are decepuive.
- 2.First of all, because the majority of Hungarian small organisations are not ventures
In a2 West-European sense of the term, there are three important factors, whlc_h distinguish
Hungarian small- and medium-sized organisations from their counterparts 1n developed
industrial countries: |

2) Small organisations in state ownership, unlike the large ones, cannot undertake ven-
lres, because government regulations, the whole system of management restrict them.

b) A host of small organisations in private property are based on their members work
done in leisure time; the members retain their official jobs in the firms of the government
and of the co-operative sector. The security of their living is based on the income carneg
In their official jobs. From among 553 000 self-employed and employees of privale Lﬁ'“.
{’:.mefship ventures 410 000 (74%) worked in 1989 in small organisaions only:in (el

Sure time,

¢) The majority of individual and commonly owned private firms (and lalSO thf C“a‘;')";‘g
unded small co-operatives) are pursuing activities which require no or only sma
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' 'of small organisations, members utilise only their workin
;r;\éess%nﬁmzvgl acpa(}i;n(':en and re%ajl traders, who base their living on _Vpnturg zitivi[y
invest the least possible amount of cap1]:a} becauge — for lgck of competition —_ they aré
not constrained to modernise their activity, to invest capital. From among the 165
independent (non-agricultural) small business organisations of the country some 100 00

' le renting a restaurant, a gh
are small producers, craftsmen, retail traders, peop ‘ shop, or 5
partnership of a dozen persons. There are only 100-200 true ventures, with considergpje
capital investment, where activities are started and abandoned according 1o the retum g
capital, where profit is not consumed, but invested in new, profitable activities,

One should have in mind all the above when considering the case of small-angd med.
um-sized Hungarian ventures.

Pacity

Small Hungarian business organisations in the past

[ do not want to give here a complete historical account (it has been made already in
several outstanding works), my aim is only to reveal from the past of Hungarian economy
those roots and beginnings which may be instrumental in reviving small organisational
forms.

1. One such formation is first of all the industrial district of Europe and the United
States of the pre-industrial revolutionary era.

At that time, as is well known, several towns, regions were famous for for the products
produced by the division of labour of hundreds of family work-shops and plants. Famous
products of widely-known industrial areas are, e.g., the silk of Lyon; ribbons, hardware
and special steel from the neighbouring Saint Etienne: edgetools, cutlery and the famous
steel of Solingen, Remscheid and Sheffield: calicoes of Alsace, woolen and cotton textiles
of Roubaix; cotton goods of Philadelphia and Pawtucket (quoted by Piore and Sabel (1984))
were popular everywhere. In these areas hundreds and thousands of families handed over

from one generation to the other the tricks of the trade, modified, improved tools, materials,
technology.

In Hungary, too — even if the majority of the population lived from agricultre, and the
improved methods of tillage and capital husbandry were in their infancy — industrial areas
already existed. The most famous product was rope made from hemp in the surroundings
of Apatin. It was used on sea-faring ships and in shafts.2

Industrial districts also emerged in several other areas of the country even if they were
less famous. Wea\_'ing and spinning, cloth-making for sale were practiced in many areas.

henware, gold and silver articles in
Europe at the beginning of industri

Induslr_ial arcas, even if they created patterns of indu
CO-Operation, did not blossom anywhere in Hungary




At the end of the 20th century, industrial districts revived in many areas of W
Europe following the ancient patterns of family venture, small shops, social-economiecs tgf,'f

operation based on modern technology.” Hungarian economy is farther from catching up
with Western Europe, from implementing its experiences than it was two hundred

ago.

years later, the census of 1807 found 1416 masters and 3472 apprentices, that of 1836
registered 2 332 masters in 143 trades (Horviéth, op.cit. P.320). B4cskai (1988
the material of the 1828 census, found that the majority of craftsmen WOrKing in towns
produced apparel (the most popular trades were: boot- and shoemaking, furriery, tailoring
felt-cloak making, hat-making), 10% were engaged 1n food industry and construction, 9%

in wood processing and almost 9% in metalurgy. The majority of craftsmen produced end
products.

and Ranki, the 110 000 workers employed by factories constituted in 1880 only 21% of
the total industrial employment, the remaining 79% was employed by small-scale industry.
At the turn of the century the 306 000 factory workers constituted 40% of total industrial
employment, the remaining 60% were allotted to small-scale industry (op.cit., p.64). The
relationship turned around from 55% to 45% only between the two world wars (op.cit.,
p.170). In 1940, almost 185 000 craftsmen were active with 283 000 employees. The shops
of small-scale industry produced — from the early 20th century onwards — a shade more
than one fourth of industrial production. This means that small-scale industry — first of

all in the clothing and food industries as well as construction (these branches accounted
for 70% of the production of small-scale industry).

It is quite another thing that small-scale industry hardly developed in terms of technology.
Shops of the small-scale industry meant handicraft even in the thirties: only 8% of work-
shops used machine power, and this was “only the power of a few horses™.*

The bulk of small-scale Industry remained — as it traditionally does all over the world —
a family vénture, an organisation employing 1-2 people. The craftsmen’s shop of the ISEh
“entury employed only a few persons, preferably members of the family, and L'he crafts:men S
Shop of the 20th century 1s organised essentially along the same lines. According to Bacskai,
n the textile industry only 2 apprentices were allotted to 5 masters; in the tanning industry
“Very second shop had one apprentice. The number of shops employing three or more
apprentices was 24 in both trades, and each of them employed 86 apprentices. This means
that in the tanning industry only 2%, in cloth- and linen-making only 1% of the masters
“Mployed 3-6 apprentices. (B4cskai, op.cit. pp.72-77) .

According to a statistical survey from 1930, the breakdown of independent craftsmen
and small industrial shops by number of employees was the following:
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20 and
No | 2-5 6-10 11-19 Total

employees
Number 90870 | 32455 | 27855 3416 587 156 327
_iercen_tfige E 58.1 20.8 l—1'7.9 2.1_ _ 0.7 M
Source: Farkasfalvy (1935., p.539.)

After 1948, the planned economy liquidated the family shop sector, whig:h employed in
1940 already 400 000 people, almost half of total industrial employment.” With this the
smallest units, the capillaries of the economy, disappeared. After the worst year of 1953 —
when total employment in small-scale industry was a mere one-fourth of that in the year
1940 (47 000) and the number of employees no more than 3% — , small-scale industry
started to grow, even if with casual fallbacks due to the hesitations of politics. But the
original broad network could not be reconstructed up to the present.

Considering its employment and production capacity, small-scale industry is, with its
90 000 independent craftsmen in 1988 at the same level as it was at the turn of the century.
In the meantime, a large number of small-scale organisations has been established in in-
dustrially developed countries, most of them individual or family ventures, with just a
couple of employees.® As far as the importance, the role of small-scale industry is concerned,

Hungary is at present far behind the developed industrial countries more than it was at
the turn of the century.

3. Small plants. Up to 1948, an organic part of the industrial structure, plants employing
20-50-100 people were in an intermediate position between small shops and factories emp-
loying several hundred workers. Part of them grew out of small-scale industry through
organic development. (Even if — as centuries-long trends demonstrate — only a relatively

negligible number of family shops can embark upon the road of becoming small plants
and ventures undertaking new activities.)

Although the nascent large-scale industry in Hungary based its development preponde-
rantly not on the already existing factories and manufactures, but rather established new,
large, concentrated organisations’, the presence of a multitude of small plants has remained
characteristic since the beginning of the industrial revolution. To return to the already cited
data of Berend and Ranki: three quarters of the 2 300 firms functioning at the beginning
of 'the 20th century employed 20-100 workers. Over the decades, parallel to the concent-
ration qf large-scale industry, the number of the smallest units contintuously increased.
Accordmg‘[o the data of Gyula Rézler, in 1938 some 3 900 plants were operated in the
country with an employment of 288 500 workers. More than half of the factories were
small plants employing at most 20 workers; their share, together with those employing at

most 100 workers, was 879% (At the same time, the 109 !
: . : plants with more than 500 people —
3% of the total — employed 44% of all workers. (Rézler, 1940, op.cit. p.13))

The large number of small plants was treated by Hungarian economic historians as 2

sign of underdevelopment because i : :
industrial countries P use industry was much more concentrated in the leading
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still not return to the mainstream of development.

The organisational system of the economy at the end of the 1970s

It 1s characteristic of the overcentralised organizational system created in the interests
of easier central management of the economy (bureaucratic co-ordination, to use Kornai’s
expression), that in 1950 only 1632 industrial units were operating instead of the 4 075
in 1938 (Pet6-Szakics, 198S. p.114). In 1947, the number of 222 000 independent craftsmen
and 129 000 employees fell — as I already quoted — to 47 000 independents and 7 400
employees by 1953. (At the same time, in 1953, 110 000 people were employed by the
1 606 craftsmen’s co-operatives — Géza Kovacs, 1987). Gradually, small-scale agricultural
production was concentrated in large organizations. Private retail shops were merged into
large, partly state, partly co-operative firms. Traditionally small-unit construction, t0o was

organized into large, centralised firms, in the same way as every other branch of the
economy.

In the centrally managed economy, productive capital was transferred from private hands
Into state and very similar co-operative firms. Traditionally small-unit construction, too

was organised into large, centralised firms, in the same way as every other branch of the
economy.

In the centrally managed economy productive capital, transferred from private hands
Into state and the very similar co-operative property, lost its profit-oriented, initiative, or-
ganising and venturing function. The supply- and demand-oriented activity of the many
thousand smaller and larger producers was replaced by central economic management,
central planning, by goals established in central plans and business organisations reduced
1o the role of mere executives.

But already in the early 50s there were troubles in the functioning of central management
(Hungarian economists were quick in recognising them). Increasing and constant shortages
of commodities and services — one of the most evident functional trouble§ v together
with other measures were compelled to assume a peculiar form of deccntrahsauor_l of ag-
riculture in the 60s. The most important step was the reorganisation of production and
Sales co-operation between household and auxiliary plots meant for the satisfaction of
“0-Operative members themselves, on one hand, and large business units (co-operatives,
Slale farms), on the other, a co-operation beneficial to both sides, and the authorisation of
auxiliary, non-agricultural activities in agricultural firms with the intention to ease employ-
MEnt problems and countervail the losses in the main activity. (With their success their
Solutions — simulating, approaching private property — they served as norms in the early
“ighties for new types of small organisations.) _

As the shortage of services was strongly felt, the revival of small-scale industry was
PUL several times on the agenda (first in 1953 by the Imre Nagy government), and from
1954 Small-scale industry began to grow. The peak was attained in 1958: at that ume more

en 120 000 self-employed craftsmen were in business, even if the number of their em-
Dloyces was not more than 14 000. Since the early 60s — as a result of new restricuons — 1t
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shrink again and by 1970 the number of craftsmen fell to 69 000 anq

g%e%no&. From ?368 the shortage of craftsm_en was somewhat eased by _lhe fact Lha}; &3;2
having a skill could obtain a craftsmen’s licence and operate legally in their free time
even if they retained their official jobs. (But illegal, untaxed activity was, and g i
some trade, a multiple of the legal one). |

This means that after agriculture, double employ;ment obtained a legal form in industry
and the services, too. This proved to be an attractive solutlon:_ in 1970 the breakdown of
craftsmen into full- and part-time ones 85:15, in 1975 75:25, in 1980 69:31 and in 1985
60:40.

Till the end of the 70s only 3% of active wage eamners was self-employed small producer
or retail trader; compared to the 4.8 million wage earners of the state and co-operatiye
sector, their number was a mere 180000 (the 28-30000 agricultural small-prodycer

included).
Those researching the industry’s organizational structure often use the term “revergeq

pyramid” to characterise the organisational system of the economy. Schweitzer (1982)
compared industrial firm sizes in Hungary in the 70s with those of Denmark.

Breakdown of firms according to employment (percentage)*

Denmark Hungary
Number of employees
%

more than 500 ol e
200 - 499 &1
100 - 199 1.1 B
50- 99 g g @
20- 29 29 3
5- 19 | ot

Ak B sl

*  Without small-scale industry
Source: Schweitzer (1982), p.130.

The picture would be certainly different if -the author took Into account small-scale

industry, too; the more so as a large part of Danish firms with 5-19 employees are also
craftsmen’s shops.

But nevertheless, the comparison shows the most im ' ’

| » the comparis portant thing, namely that Hungary's

economy is ovgrcenu_'ahzed, it 1s dominated by large organizations, and that the role of
small- and medium-sized organisations is negligible.

meﬁzsthough Hungarian economists and historians, keeping track of international develop-

indus&i;]ecogms?d early enough the triumphal march of small organizations in developed

countries, the changes in mass-producing large organizations and their production
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small organizations in today’s Hungarian economy

In order to create small-scale organizations, three camna;
70s and at the beginning of the 80s: PAIgNS started at the end of the

i dmuahmnon of large state firms by government decree:

2. the starting of new, so-called “small ventures™; :

3. the easing of the earlier very strict employment constraints .
and retail trade, a.nd improving their conditions. e industry

I can T(‘:rlll:rmtense the three campaigns only in a concise form.

ad.l. government envisaged a large-scale decentralisation of '

o 5 : overcentral

state firms. Its determination, howe\{er, was quickly broken by the stron; t:ae;ietgnggr %?
mongpoly firms (who thought that their bargaining position based on the monopoly situation
was in danger). The resolve of the government was weakened by the ambivalent interests
of central management, too, for — as it was demonstrated by several authors — the re-

agement organs (Vincze, 1984; Voszka, 1984).
To sum up, the result of the campaign was mea '
_ : . gre. Successful was only the decentrali-
sation 0{ the large regional firms of the food industry and the splitting up of two large,
nagon-mde service ﬁqns (oqe engaged in the repair of motor-cars, household appliances
an al;:onsumer -electr?‘mcs) with their independent service points all over the country. All
n all, the family of “traditional” state firms was enlarged thereby by 150-200 new firms.

al-eP::tnglt; ﬂl;m oo lnvariabl'y large, employing sometimes many thousand people. But there
emplo af © State enterprises, first of all among the state co-operatives — firms such as
otal of 300 ooh 200 People. The number of these firms was 1813 in 1987, employing 2

ot 307500 people. (At the same time, in the 748 firms employing more than one

thousand people each, the i
- total of le employed was about 2 million.
ad.2. Small Ventures oy i

A-Small-plants forms

' thf ﬁrmwg]e de_cqﬂﬂ'alisaﬁon. of the state firms two small-scale plant forms arose. Besides
A New OTYa:}ISgng small-size firms other small-scale plants could also be established 1n
only the lgocallsatlfmal form. (This form was intended to be widely used, but in the end
this form, Tn units of the above mentioned two large, decentralised service firms took on
firmg jp lhat 4 Sma]l state firm as a new organization differed from the previous small-scale
‘Ounting 1 ” Obta}ﬂed several tax exemptions and had simplified management and ac-
The “Small ?_S B”llt if not successful, it could not expect the assistance of ths government.
The oher - Lcame one of the so-called “small enterpreneurial forms”.
. I new form is the subsidiary. It is different from its market economy counterpart

In [hat ltS m}
firm e 20tONOMy is rather nomi iority of Hungarian subsidiaries are large
M ynjtg seekin ominal. The majorty g s .

DAY whiop e, O independence, and the offspring of a compromise with the mothe
Part ofl:]l,(;hsTbess_ o counteract this endeavour with whatever measures are at its disposal
i

Of the Smal] f,mfliaries obtained operational favours and tax exemptions, similar to those

At
a“"esmmg‘)?r s



' i d gained independence ag
from the huge (non-agricultural) co-operauives an ed in | autonom,
units with thge employment of under 100 people. They inherited — in the same Wayl;:

. — exist lants, tools, capital.
the decentralized small state firms existing p , ' ' ‘
New co-operatives could also be formed as small co-operatives if their Membership yqc

at least 15 persons. Most of them were established without or with just a symbolic capity]

tious not to create common
one-month salary of the members), and they are cau . and
Eherefore indivisible — co-operative capital. Members use the income of the sma]) CO-Ope.

rative as purely personal income. 4
Small co-operatives enjoyed from the very beginning the same allowances as state-owneg

small firms and subsidiaries. (The allowances of these three forms were abolished by the

unified enterpreneurship law introduced In 1983.) . 3
This group of small ventures figures in official statistics as “small plant forms”?

In 1987 there were

213 small state firms with 24 829 employees,
277 subsidiaries in small firm form with 24 079 employees,
2 126 small co-operatives with 95 364 members.
Total: 2616 “small plant” units with 144 272 members and employees,

(Since 1988 as a consequence of the new legislation on the unified conditions of business,
the state-owned small enterprises and subsidiary firms have lost their privilegies. These
legal forms of businesses classified as equal to other state-owned firms.)

B. Partnerships. Small enterpreneurial forms made possible the creation of 4 new kinds
of partnerships.

— Enterprise work partrnership (VGMK, in Hungarian usage) is formed from at most
30 employees and pensioners of a firm. The authorisation of the director is needed. The
original aim of this common venture of the firm and its employees was to produce goods
in short supply on unused capacities in overtime, or to provide services to customers relying
on the skill of the firms’ employees. But the majority of VGMKs — with the exception
of a dozen — never became a venture. Their own firm used their work in leisure time, a
kind of overtime work, not falling, however, under central wage regulation. The partnership
of workers, which arouse interest both in the East and the West, was successful primarily
as a self-organising work brigade.

By the way, the Partnership Law_ introduced in 1989 will abolish the VGMKSs in their

state S?Ctor- The majority of specialized groups work only for their co-operative. A smaller
part of them, is, however, an autonomous unit under the umbrella of a co-operative with

a mc"ébef_ ship of several hundred people and a sizeable capital, i.e. they are serious ventures.
ri:r—ate usiness Partnerships (GMKs in Hungarian economic practice) are partnerships of
p persons. The_ upper limit is 30 for its members and 10 for its employees. The main




, the most successful GMKs

. ref Co-operation form which was less
ictive (as regards the employment limit). Growth-oriented GMKs, for whose activity

the members have unlimited liability, will choose in the future the limited liability company

as an organisational form.
Civil Law Partnership (PJT): this form has no employment limit. It is open to trading
the enacting of the unified venture law

activities, may be established by individuals. Up to

it was heavily taxed gnd was therefore not popular. In the last 2-3 years PJTs were es-
tablished only by retail traders.

In 1987, almost 35 000 partnerships (with all VGMK

of specialised group and GMK members) operated with more than 400 000 members (89%
of them took part in work only in their leisure time).

The number of partnerships and their members in 1987

Partnership Number Member

VGMK 19 120 241 194

Specialised group 2336 85 123

——— !

GMK 11 186 68 047

PJT

2 200 6 875

= =

Under the 1988 Act on the Economic Associations VGMKSs and PJTs as legal forms
have been eliminated, these businesses are to be transformed to other forms.

ad.3. In 1982, the crafts and retail trade were given new operational rules and growth
possibilities. Several constraints applied to their sphere of activity were lifted (private taxi
cabs and common carriers appeared, boutiques with fashionable clothes, shops selling &
wide range of industrial goods). To establish an independent source of living 1s a ciuzen's
right, the authorities can no longer decide — if the professional angi other preconditions
are fulfilled — whether to accord a licence to a craftsman or a tradesman or not. It was
allowed to increase the staff of craftsmen’s shops from the previous 5 first to 15 later —
under the partnership law — to 500 people. Gradually, the very strict JLAES Siumions -
retail trading were eased t00. Since the end of the 70s state retail outlc-:'_,ts and restaurants
have been rented to privates; in 1988 12 000 such rental contracts existed. As a resuril,
Private crafts and privaw retail trade mgan o grow ¢€vclil if CﬂUUOUSly. All H]‘ all, L[L“(-j
number of the self-employed and their employees grew by 93 000. (Nevertheless, 1n sm q
Scale industry and retail trade the total number of the employed — family members an
4PPrentices included — was only half that of 1940.)

99



The number of those engaged in private small-scale industry and retail trade 1981-1933

o [ ow [ ome | o

55921 | +37697 3023 13287 | +10264
ranime | 08 | o |emas | |

Some 90% of craftsmen and retail traders work — as 150 years ago — alone or with
family aid. Only 8% of small-scale industrial ventures employ up to 10 persons and only
2% reaches the level of small plant with an employment of 10-100. Retail traders, toq
belong to the category of 1-5 employees.

A host of craftsmen’s shops are operated with tools of small money value, practically
without capital. Partly because competition does not compel them to modernize and to
employ modern technologies, partly because stop-go policy relating to small-scale industry
made this social stratum very cautious, risk-averse (as it did with partnerships of indivi-
duals).

To sum up what was said in paragraphs 1-3, let us have an overview of small-scale
organisations operated in Hungary in 1988:




gmall organizations in Hungary in 1988

Form of ownership | Form of organization _
in 1988

Full timers*
Average
membership

Member of units
Total of employed

S 53
: l.I

621

P—

IE

ro

:

S R
BHHE

5427 | 178

-
oo

1

[
N

3. Contract, leasing
(retail shops catering
units)

o |

no data

1. Small firms (under
100 employees)
2. EWPE

a. Agricultural u:itAuxﬂlary production Sy
I1. 5. “Traditional” coops,

b. Non-agricul- | under 100 member and 383 | 14866/ 14866| 39 I
tural industry, | SMPployees

construction, _
services) 6. Small cooperative 2366 | 80012| 80012 39 |
7. Specialized group 1530 | 47828| 12546| 31.3 J

8. Small-scale** industry| 90 299 169414
' 37 984 51271
11 Pl'iva[e 9. Small retail -[ra‘dCT 5 p
10. CLP 3284 | 14872 13045 |
@ 11. BWP J710_88_9 | 72 199 | 26 662 |

v

. self-employed, full-time members, employees and helping family-members
o Self-employed, without pensioners and part-time licence-holders
ource:  CSO data, in manuscript
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Changes in the organizational structure

With the expansion of small-scale organisations and within it the number of Craftsm
and retail l:l'adt.l,l.ra::m1 the organisational structure of the economy has markedly en

o'y changeq, y,
have left out — as not autonomous market actors — the VGMKSs and similar specig -,
ups and also — owing to the lack of data — auxiliary activities in co-operatives

The number of units of the economy in 1981 and 1988

BEEEES"
| (Large) state and co-operative firms 5121

Small state firms, small co-operatives 2 851

Partnerships of private people, GMKs, 9383
| PJTs, autonomous specialised groups*

Independents 85 354 140 213
| of which: craftsmen 68 915 90 229

retail trader 13493 37 984
200

*

Employed full-timers only
** Estimated

Source: CSO data, in manuscript

Sc::lfj-"arallel with the 60% growth in the number of organisations, the whole organisational

€ structure of the economy (measured by employment) has been reshuffled.
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Breakdown of the units of the Hungarian economy a j
- Yy according to number of employees

Number of employees Number of organisations Breakdown 9

e e
s .
o1 o

2021 4

988
500
300
1- 100 1068
1- 50
1- 20
2- 10

1569 354

Independents 89 535 61.5

Source: CSO data, in manuscript

f‘\lmough the present size structure, if considered mechanically, 1s not so bad in inter-
national comparison, yet it has a grave default: the breakdown of both capital and labour
employed preserves the characteristics of an overcentralised organisational system. In the
carly eighties “traditional” organisations of the state and co-operative sector employed 97%
of H‘e 38 million wage earners of the economy. In 1988, 88% of wage eamers belonged
0 _“3‘_1“10“31" organisations, and a further 4% to small-scale state and co-operative or-
sanisations. Full-time employees of partnerships of individuals, self-employed craftsmen,
Privale retail traders, tenants and their employees — some 300 000 people — made up
only 8% of wage earners of the economy.

; The shift — even if perceptible — is not very important. The preponderance of large
MS and co-operatives remains: the share of organisations employing more than one thou-

S?"d People was 17% in 1987 (19% in 1988); they employed 58% in 1985, and still 55%
Ol Wage eamers in 1987

More than that: the big firms own the productive assets.'” We have no data on the

Productive assets of independents, but of the total assets of the other forms mentioned here

78.8% was in the property of “traditional” organisations in 1985, the bulk of it in the

voperty of the b ! ' f the assets was owned by
raditiona] fipprs. 1ggest (Gdlik et.al., 1986). In 1987 still 98% of the a



uliar dual organisational system emerges: on the one hand, there gre

we?:lllls i?lfll)ee;ible, large organisations that are difficult to change, Wh'llc On the other, ?;:::;
are large masses of people selling only Lhcu_labour force (part ime!) and Independen o
family-based small producers with their restricted supply. Small ventures — however i
portant — are at present hardly perceivable agents of Lhe economy. The spheres of large
and small organisations hardly touch one another. The big ones pursue autarchy, therefore
they do not need the activity of the small, or they rely on them oply if they have no free
capacity. There is no system of subcontracting, co-operating satellite firms around the big
enterprises. The market range of small organisations 1s the smaller or larger lo_cal environ.
ment. They do not attach even to larger regional markets, let alone national and internatiopy;
ones. Regional markets — where they emerge at all — are dominated by large Organiss.
tions, whose local units are stripped of the possibility of autonomous economic action
Therefore, no strong durable relationship with participants of the local market can arisc.
their goods and services are used in a hap-hazard way.

Several decades-old experiences of developed industrial countries show that the role of
the small units is today much more than simply to provide for and serve the populatio,
of an area and to take part in the production of larger firms. Today, the new activities
and products of the future are invented all over the world in a host of small units, the
many technical novelties of tomorrow are shaped in their shops and the new structure of
supply and demand appears on their small, markets together with the new social relations
of the small, local communities.

Small organisations constitute a growing market for the population and for one another,
This is — together with the continuous growth of their number — a healthy phenomenon.
But small units can develop only in co-operation with medium-sized and large ones, and
only if the dual market is replaced by a rational division of labour between organically
connected organisations.

— as was the case with household plots
lump-sum reckoning forms in trade and




cervices. (Here, too it is the interest of the lar izati
camouﬂage;l by tl:id:lmogica'l dogmas — to hgoel grt%)aglltzhag-oga tp!]latztu lqus in the background —
propc.rt);). or t; y efficient management it is ncessary to rfm state and co-operative
0 'Ic;?n:w th‘zl onslucire:s atgd;akﬂ ure, with the chances of enlalfgiengo:nmdarc-;lcjimp"mt-y function,
R 0 g y e Hungarian economy — with its viabl ucing its activity.
tions urope, to the tumpike of development. BT T, T
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Notes

d of the 19th century only one tenth'of wage earners WOI:ked in indys

[1] geiid?gzuhay 1973); this was the case even 1n the 1940s with their share of ort:g
359% (Berend-Rénki, 1972, p.184). _ b =

(2] According to the report of Mihdly Horvdth (1840), the Fiume (Rijeka) administratiop

made in 1825 a comparison between the tensile strength of ropes made from Italiap

or Hungarian hemp and found that Hungari_an rope was stronger. At that time, English

tradesmen sent agents to hemp-producing districts to teach better methods of treatmen

From the most famous areas the rope was shipped to Fiume, Vienna, Linz and (g
mining towns (op.cil. pp.283-284). . o

(3] Hungarian researchers examined Italian experiences of this process watched with keen
nterest all over the world. See e.g. Simonyi (1987), Szikinger (1986), Hamar (1985).

(4] Machine power was used first of all by food producers (20% of shops in this industry),
by metallurgy shops (14%), and in wood processing (9% of shops). (Farkasfalvy 1935,

. 538-539).

[5] IJ;pSlund,S pc:fectly documented book presents the scenario of the liquidation of small

units which were not manageable by central plan instructions. The procedure followed

in the GDR and Poland was employed in Hungary, too. (Aslund 1985). On the history
of organising co-operatives in Hungarian small-scale industry excellent studies were
written by Gyula Tellér (1972, 1989).

(6] In France, e.g., in 59% of firms there are no employees, in 35% there are 1-9 emp-
loyees, i.e. 94% of firms have less than 10 employees.

(7) Hungarian large-scale industry, which rapidly developed since the last third of the

19th century, was the offspring of venture capital. It was with the participation of
West-European, mainly Austrian capital, that the largest firm were formed; according
to Berend and Rénki 40% of the capital invested up to World War I came from
abroad. It is noteworthy that the concentration of industry followed a path similar to
that in the developed industrial countries; corporate empires were created including
raw-material sources, t0o. A telling example is that of the Austrian State Railway
Corporation which founded mines and factories to become later the bulk of Hungarian
iron production. The Corporation — write Berend and Ranki — “developed on its
iron-ore deposits an industrial combine of European fame, which produced iron from
own ore, with own coal, with timber from its own woods, refined and processed it
in its own Resica engineering factory into rail and trains in order to supply its Own
railways with them. (Op.cit. p.51)
In this way, at the end of the 19th and the beginning of the 20th century, several
large firms employing more than 1 000 people were established. At the beginning of
the 20th century, the 41 largest industrial firms employed one fourth of all industrial
workers (Berend-Rénki, op.cit. p.65).

8] 'al"nhdesg agre?cesses are analysed in detail by the already cited excellent work of Piore

[9] ;Ve quote our data on small enterpreneurs from statistics published since 1985 and
anaze(li908n9 ;he budget statements and tax assessments of firms (Gdlik, 1986, 1987, 1988

[10] gl;inlzle;:lessa{ymstaumcal data are lacking: we can only estimate the situation at th
g of the decade, comparable data being available only since 1986. The dai

;lll'l%:s the accounting value obtained with the use of artificial and not real markel
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[11] At the beginning of the decade a study dealing with the internal structure of ; d
analysed the size and role in intra-firm relations of 2 000 industrial plants. 123;:2
these plants employed l(?ss than 100 people, and with 16.5% of the employed did not
reach 20 people. Very important was extra-profile activity (mainly as a reaction to

shortage economy); according to the author, 56% of the industry’s empl
engaged in such activities. try’s employees are
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