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The European Commission 1S preparing an overview on

small and medium size enterprises of a number of countries.

They have asked that the reports on individual
niintries Tollow the attached ogutliing. (bection & Ot 1The
outline will be compiled on the basis of an agreed oplnlon
BT the countries. )

The present paper includes the report on Hungary. The
basic aim in preparing it has been to help the fToreign
reader understand the ind '
respect.

ividual features of Hungary in thi
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THE PROMOTION OF SMALL AND MEDIUM
ENTERPRISES IN EUROPE

Outline

THE ROLE OF SMEs

-

Definition

Numbers and share of SMEs in output and employment
Recent trends and their interpretation

Contribution to employment creation

Other economic functions

Social functions

SMEs in Europe and other areas of the world

Future trends
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ENVIRONMENTAL INFLUENCES

Cultural

Education and training
Capital markets
Macro-economic conditions
Public policy
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REVIEW OF EXISTING MEASURES

Advice, training and information
Taxation

Finance

Premises

Purchasing bio i s TA

R&D and technology transfer
Deregulation and simplification
Competition policy —
Co-operatives and mutual assistance
Private sector initiatives
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ADMINISTRATION AND DELIVERY

Representation and consultation

Policy formation and legislation
Role of different levels of government (local, national and supra-natianal)
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CONCI{JSIONS AND RECOMMENDATIONS

Laissez-faire versus intervention
» Reducing deaths versus increasing births
+ Growth versus start-ups
General versus spécific policies
"Hard" approach (e.g. tax, grants) versus "soft" (e.g. advice and information)

Lessons of experience
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SOME BASIC DATA
2 Number of legal—-entity business units
1989 1990 1991
Companies 2.399 2.3565 2. 95
legal-entity Fe3
business associations 5. 224 19.401 U691 W20 I+
out of “Ethls:
—assoclations 585 201 2l
—common firms 32/ AT 188
-limited liability companies 4.485 18.917 Qi . 206
—-share holding companles S/ 6L6 | 8 BT .
~ooperatives 7. 5lb 7 O] i
OLIT "Of LIS
—aaricul tural T 1 . S8, 1.&21
small coop’ s LRELE Dwd i) o I e

B S e ———

¥* no information
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1.1 Number of business units between 1988 and 1992
(1nvestigated at year end)

1988 1989 1990 1991 1992

March

Companies and coop’s 9.792 Q.46 10,004 Q9,997 2,889

Legal—-entity

business units Q19 4191 19,401 42,697 48,999

Legal-entity organi-

sations totalX B b 19,187 294805 52,6940 i 5F BHS

Business units not

counting as legal

entities 29000 24,105 095 7762 486 gL

Private entre-

preneurs 2 s a2 6019 395,450 500,000 552,980

Budgetary. social

security and other

institutions Zeiislag oS K)o B8 300 45,000 o

* Nnot counting ‘sundry’ legal-entity business organisations

Source: CSO

2. A breakdown of legal entity business units into headcount

categories
18ss than 2l 21-50 51-300 over 300 total
1989 &y Lot Zae - O,H5Y9 201/ 13y OO
1990 16,465 Had 2SS o il H6S 2 o 2, ObZ
1991 56,809 Bed@sd e 5,362 2,390 o0, 746

source. CSO Monthly issues




S. Employment data

Activity of the population as

of 1 January 1991

(thousand individuals)

Labow™ rresources:

e R e a—

— people in working age

— Other active earners
(below 14 and over &0,
females over 55

- pensioners employed after

Working age

cconomically act
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— active earners
— those on child care leave
— pensioners 1n employment

total employees:

unemployed
Art il v rrate 700
MLV ILY T'ate (4)

source: Statement of Labour,

1 January 19?91

Central Statistics Office 1991

6,452.0
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101
LELHE
1992
JE Ma:
u.778.0 3.850.6
) Ly 250 8
383.6 PP
5. 299 7 4 550
10025 L o Pl
L. C s 56
i35 8.5 S



4. DATA ON JOINT VENTURES

4.1 Number of enterprises with foreign participation
1989-1991;: end of period

entirely |[foreign Hungarian
foreign majority | majority total
owned g
No of enterprises
1989 2 o9 1070 1 4350
1990 P LY 639 3 5 G 0,095
1991 * 1,499 1,0/8 8,258 11;: 55
Equity MHUF
1989 415 9,927 1 14 U 128 575
19Q0 o, 468 45,600 225,080 278 185
1991 % 16,0605 AR e o 20 412,901
amount of equity
per enterprise MHUF
1989 s V5N 96,0 A
1990 i Tl B LY 435
1991 ¥y, 1 At S A4

¥ sum of 1990 year end data and
company foundations in 1991

4.2 Breakdown of legal entity enterprises founded in 1991 with foreign
participation acc. to amount of eqguity

only foreign for. and Hun. total
| founded enterprises founded enterpr. equity
equity No of equity No of equity No of
FRE | enterp. | MElr O - 59 =\ 190 MIRRE ) w0, G N =117 = o ) o 0 S §

=] Q07 e, L 2,714 2, 004 3,021 Sy Gl o5
R 2y ool 1,208 9, 878,.5 L5l g8/
105 100 o6 | 907, B A 221 D, 010.5 277 0:816:8
e 10X § 758.9 88 6,094.1 101 O, 800
03 15 P L1/ 1w 266 & 182 116,681 .8
total 14208 11,1902 8,574 127,956 .8 0,082 18701

source: The organisational structure of the national economy
Budapest, April 1992 CSU pp.15-16




A FEW BASIC NOTIONS

Legal entity business units

1t PLIIMS

Generally the property of the State, but can be that of the
lacal authority. -or that of cooperatives. SEEEe owned firms
need to transform themselves into companies, mainly 1in order
that they can be privatised.

?. Business assoclations

Ldmitad Liabid by Conpany . [KF ;]
Share Holding Company (Jecint Stock Company)

(Established by State owned companies
eratives -for «joipt. buskhESSs - tREY
'  are owned by the founding State company

common fTirm and the cooperative)

Cooperatives (in agriculture, industry and services)
Small cooperatives

(Allowed to establish from 1982, first-by:splitting oft
ynits smaller than 100 employees from traditional coop s;
later allowed to private individuals to establish them with
5 workforce of min. 15 and max. 100 with an equilty
sufficient to finance one year of operation. The upper limit

for workforce was later eliminated.)
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Non—legal entity business units

1. Private enterprises

— small-scale industry
- small—scale trade

— agricultural enterprises (farmers)
—- Oother entrepreneurs

2. Partnerships

— Business Partnership [GMK]
— possible to establish from 1982, with the
partners’ minimum number oFf 2, for industrial
SCCIVIETY -8hdd services, "Bt fidt forttrafs.,

h

ousiness partnerships were the first privately
established partnerships from 1982, even if only
u

a quarter of the members eventually became fi

time employees. Most worked in them in their
free Time,” keeping their full time jobs.- It is
popular even today, because - unlike in limited
liability companies - their foundation is not 23
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condition of a specified minimum am
equlty.

- Common Partnership [KT] ‘kozkereseti tarsasag’

They were first set up in 1989 and are
rare.Legal and/or natural entities may
establish them for joint business activity.

~tlimited Partnership! [BT] ’"betéti tarsasag’

They have been in existence since 1989: their
rules are similar to those of Common
artnerships. If it only has natural entities
as members, then its operation is based on
guldelines for Business Partnerships.
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