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ntroduction

While from the end of the 1980s there are more and
more small sole family enterprises we have less and
less knowledge about their activities, sizes. actual
economic values and the social origin of the en-
trepreneurs. In 1989 making statistics of the private
sector (artisans, retailers and other individual
enterprises) had been stopped and since the very
beginning of the economic-social transformation
there have been no or hardly any competent infor-
mation about these units which are however the
smallest ones of the economy but getting stronger in
numbers.

In lack of relevant information about their situation
and activities even extremely optimistic ideas could
spring up - in political declarations above all — more
than once using the mere figures as means to prove
its being a prosperous group of the economy.

Maybe just this sudden increase should have
awakened doubts: does it indicate success or is
their coming into existence — as an English research-
er had suspected it with good reason even in the
interwar period — not the corn seeds of the economic

renascence but the chaff of the recession... (Fore-
man-Beck, 1985.)

Corn seed or chaff? In the process of the development
of the market economy the knowledge about the
actual situation of the small sole enterprises would
be essential. For the moment - lacking a better one -
we have to try to put the authentic picture together
from the slowly-coming mosaics of the different part-
knowledge.

That is the only aim of this work. It tries to convey
knowledge about a particular small-sized group of
entrepreneurs which start up their businesses with
the help of the preferential, long term credit called
Start. The group of some 3200 does not represent the
people of several thousands with entrepreneur
licence — but gives a picture of the people who try to
start up the business life as an entrepreneur - or
mostly as a self-employer — and they have under-
taken the credit both with its advantages and
disadvantages. To be more exact: the following study
deals with the people who had been found viable by
the banks among those applying for the credit.
Therefore the ,sample” was taken by the banks.

This sample which is small in size and different in
many aspects from the characteristics of the ordinary
Hungarian enterprises however provides an excellent
opportunity (considering the conditions of becoming
entitled to the Start-credit) to examine

- who (of what age, sex, business) get the possibility
to start an enterprise or expand the existing enter-
prise with the help of the preferential credit?

- which areas of the economy are considered to be
useful in long-term. What are the activities which
are regarded by the entrepreneurs (and the banks)
as capable to generate enough income of which the
entrepreneurs will be able to pay off the credit and
the interests?

- how well the enterprises are provided with capital.
How large the invested capital is to what the credit
was ordered for as an addition or help?

The figures of the examination were collected from
the loan application forms. The form which had been
originally worked out by National Association of
Craftsmen required a lot of information about the
entrepreneur: its former activity, business manage-
ment, results, financial condition; about the activity
which he wanted to develop with the credit, market
situation to be expected; and a business plan about
the following years, etc.

The original ,Application form for START-CREDIT" was
completed by the creditor banks with more questions
according to their own crediting experiences. The
banks had different requests; some of them wanted
documents of the entrepreneurial past, others asked
for a detailed description of the professional career.

The application form and the additional information
were proved to be a very rich source.



The figures from the forms were entered to standar.'d
codeforms with the help of the banks participating in

the research. The coding was done by the employees
of the banks - mainly those who knew the cases
thoroughly. At one bank beside the accepted orders
for the Start-credit 272 refused orders were pro-
cessed too. Their figures are occasionally used for
control and comparison. We got hold of only these
anonym codeforms, in this way we could perfectly
meet our responsibilities for the banking secret and
personal data-protection. However the collecting of
data in this way beside the richness of the same-
structured data carried in itself one of the serious
limits of our examination: we could find no way to
specily and complete the information we got on the
codeforms. For this reason in some places the part-
results we got had to be treated with reservations.

From the order-forms we did not ask for all the infor-
mation (for example mother's name, place of birth.,
the number of the identity card, telephone number,
tax number, etc. which are usually required in iden-
tifications or those related to the outstanding debts
etc.) that are important for the banks but did not help
our research. On the other hand we used up the spe-
cial figures related to educational level. the existing
and the planned number of the staff of the enterprise.

We have got this application form containing 279
codes from every applicants. The collecting of data
took place between May and October 1993 (one bank
sent its final data in the spring of 1994). Beside the
data we received this way we used up different
available information about enterprises.

One of the direct sources of information was the
steadily processed database and evaluation of the
Same group of entrepreneurs who received Start loan
at National Small Enterprise Development Office
(NSEDO).

The two types of the data processing — and partly the
evaluation - have a lot in common but differ entirely
in many aspects.

- Though the group of entrepreneurs is the same in
both cases none of them is comprehensive. Some
banks - in spite of the contracts — sent late or did
not send the reports on the awarded credits. There-
fore the sample of NSEDO could not be compre-
hensive.

To our research we received data from banks that
failed to hand them over to NSEDO previously and
two banks did not want to participate neither in our
research. For that reason the data - according to
our knowledge - of some 150-160 entrepreneurs do
not appear in our sample which means that neither

our is comprehensive.

— The data processing of ours and of NSEDO differed

in many ways. NSEDO provided information
directly to the Hungarian National Bank. first of
all from the aspect of bank financing (though its
analysis generally touched upon some important
questions too). We ourselves concentrated on the
three mentioned groups of questions and adjusted
the aspects of the processing according to that (for
example we classified the activities according to
international classification system which has
already been legalised in the Hungarian statistics
loo; we used less aggregate figures etc.). As a con-
sequence of that we hope that we could succeed in
providing new connections and knowledge even for
those who found the carefully, extensively and
reliably processed data of NSEDO satisfying.

The study consists of three chapters.

The first part presents the sphere of Hungarian ent-
repreneurs with a wide survey; mainly on the basis of
the data of the Internal Revenue Service and with the
use of two former analyses about the social-economic
characteristics of the entrepreneurs. This chapter
serves as a background to the examination of the ent-
repreneurs with Start-credit.

The second chapter sums up the credits targeting

small entrepreneurs - Start-credit belongs to that -
and this part calls the attention for the great diffe-
rence between the credit supply and the entrepre-
neurial demand.

The third chapter is about the entrepreneurs who
succeeded in receiving the Start-credit (comparing
occasionally with the refused credit applicants). In
the subchapters we present the characteristics of the
new entrepreneurs and those who has already gained
entrepreneurial experience and we show the crediting
practice that judges the different activities.



We have to express our acknowledgements to many
people for being able to prepare this examination.
From the very beginning the research was supported
and incited by National Association of Craftsmen,
where Pesti Albertné was of a great help of us: the
managers of OTP and Budapest Bank who were
ready to offer their participation at our first appear-
ance; Pulai Mikl6s who initiated to introduce the plan
of the research to the Association of Banks and the
representatives of the banks concerned: all the
managers of the banks who gave us the opportunity
to collect the data. We owe special thanks to the
colleagues of the banks for always finding time to fill
the codeforms beyond the mass of their daily work.

The whole work could come into existence with the
help of the Hungarian Foundation for Enterprise
Promotion above all — the prestige of the Hungarian
Foundation for Enterprise Promotion could overcome
the hesitation of the banks and undertaking the
expenditures allowed us to carry out the research in
practice.

The first summary of the research that can be
regarded as a work material was discussed in June
1994 by a selective expert meeting consisted of the
representatives of the banks concerned, researchers
involved and the representatives of the National
Association of Craftsmen and Hungarian Founda-
tion for Enterprise Promotion. Several of them sent

their report in writing. The notes, comments helped
the development of study and work out its final
version. (As I declared in the meeting: the control of
the data had been still in progress then. After the
control many figures had changed and only the data

which are published here can be considered compe-
tent.)

The manuscript - in different versions - was read and
helped with advice to be more clear and exact by my
three voluntary instructors: Fazekas Maria (Buda-
pest Enterprise Agency), Pesti Albertné (National
Association of Craftsmen) and Roénaszegi Bella
(Hungarian Association of Banks). They helped me
with patience to find the right way in the world of
credit extension practice which I had hardly known

before. I hope I managed to understand and accept
their comments and advice.

Hereby I want to thank all the support I received. In
return I believe that I can provide such knowledge
that can be useful both in the economics and in
forming the public opinion and perhaps even in the
every day practice of the entrepreneurs and the
banks.

Budapest, August 1994.
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1. ENTREPRENEURS AND

In the autumn 1990 when the German government
offered its help in reorganising the Hungarian
economy there was a general confidence in the rapid
development of the enterprises. Though the economy
showed some signs of the recession (the collapse of
the Eastern markets became obvious and May 1990
was the first time when the number of the unem-
ployed people was greater then the number of the
vacancies) state-owned firms were transformed into
companies in large numbers, foreigners came with
the intention to buy or establish a firm, a lot of small-
sized companies, sole enterprises spread up.

The number of the corporations had doubled within a
year (from 15 thousands in 1989 to more than 29
thousands in 1990), the number of the limited com-
panies grew from 4 and a half thousands to 18
thousands. The appearance of the firms without legal
entity and sole enterprises accelerated: in 1989 there
were 30 thousands more sole entrepreneurs regis-
tered then in the previous year, in 1990 73 thou-
sands more.

It seemed natural that this development claimed
capital to invest especially in a relatively poor eco-
nomy in what the citizens saved money, kept
gathering for years to be able to buy a car, for deca-
des to buy a flat and if somebody had more money he
rather spent it on a journey, a better car, a better flat
and in no case on a questionable-fated enterprise
depending on the unforeseeable changes of the policy.

Though the offer of credit of the banks was seemingly
plentiful the credits were practically impossible to
attain for the small and sole entrepreneurs because
of the high rates of interests moving together with the
rate of the inflation and because of the conditions
that served the safety of the creditors.

In this very situation came the credit limit offered by
the German government that promised relief and was
aiming - according to the principles declared at the
beginning of the negotiations - to the starting small-
and middle-sized companies in order to support
them.'

1.1. A few characteristics of the sphere
of the sole entrepreneurs

In Hungary the sole enterprise became a civil right
again in January 1990; the law on sole enterprise
was passed in the Parliament this time (1990. V. Act).

The owners of the sole entrepreneur licences which
could be taken out under the law embarked on
accomplishing economic — businesslike as the law
says -activity constantly in own name, for own risk in
order to make profit.

In the great progress of structural transformations
and firm foundations the sole entrepreneurial sphere
which was becoming larger in numbers bore on itself
all the marks of both the 40-year-lasted repression
and the backwardness of the Eastern-European
planned economies.

In the following we survey some of them: and try to
sketch out whether a perceptible change happened in
any of its characteristics.

1.1.1. The size of the sphere
the sole entrepreneurs

As everyone knows the private sector winked at only
under the pressure of necessity for ideological-
political reasons was unimportant till the first years
of the 1980’s. Its only typical and comparable indi-
cator was perhaps the number of the employees.

In 1981 from the then 5 millions economically actives
only 180.3 thousands belonged to the private sector.,
the 3.6% of the economically actives. The number of
the employed people here includes the self-employ-
ers, the staff and the assisting family members.

The sole entrepreneurs who gradually obtained wider
Space, better functional possibilities consisted of
three groups: the craftsmen who had the largest
number, the retailers and the agricultural entrepre-
neurs amounting to one or two thousands.

As the operation-limiting rules slackened (for exam-
ple workshop, employee limit, employee tax etc.) the
sole enterprises started to grow slowly, carefully.

The great change took place after the transformation
of the system; while the number of the employed
people in sole private enterprises grew by 167.1
thousands within 9 years between 1981 and 1989
the pace of the increase within three years between
1990 and 1992 has risen twice: 360 thousands
people. By the 1st of January 1993. 17% of the
cconomically actives had worked for sole enterprises.

!
A part of the report of the spokesman of the Government: . The Government had discussed the project related to the employment of the preferential credit
amounted 100 millions offered by the Government of Germany... the German Government aims with the sum to support the starting small- and middle-

sized enterprises.” (Népszabadsag, 22th F ebruary 1992,)



Table 1

Numbers of the economically actives employed
in soleenterprises in 1981-1993

in thousands

. % of the
Year eniféir. mzamn;i}i‘s Staff  Total total

actives
1981 118.2 61.8 0.3 180.3 3.6
1982 119.9 06.7 Bae 179.1 3.6
1983 129.4 00.6 6.1 " 191.1 3.8
1984 144.3 54.6 9.9 208.8 4.2
1985 158.1 59.0 .5 =228.6 4.7
1986 167.5 61.6 19.7 248.8 £ 78 |
1987 176.5 64.0 25.6 266.1 5.4
1988 194.3 67.7 32.4 294.4 6.1
1989 218.4 81.0 48.0 347.4 7.2
1990 392.2 80.1 71.0 483.3 10.1
1991* no data no data no data 620.9 15.3
1992 nodata no data no data 644.8 15.2
1993 no data no data no data 668.4 B

*since 1991 the numbers of the first three columns have not been
reported separately. The statistics of the Social Security give — partly -
information about them.

Source: Central Statistical Office, the condition of labour in the 1980's
and the balance of labour of 1991, 1992, 1993

As it is obvious from the data above the rate of the
growth of the number of the sole entrepreneurs has
been the same since 1991; about 24 thousand per-
sons per year. The rate is about the same as the rate
of the growth of number which is registered since
1984; it means that after the acceleration which
followed the change of system the rate of growth re-
turned to its normal level.

1.1.2. The occupational conditions
of the sole enterprises

The statistics above focused on the working-aged
people who work for the enterprises as a full-time
employee (the working age for women is 15-55 year,
for men 15-60 year).

However the circle of the participants in the enter-
prises is far wider: on the one hand many people
accomplish entrepreneurial activity as a part-time
job: on the other hand even people over working age

€émbark on that (usually continuing their former
profession) 2

In Hungary the percentage of the retired entrecp.e-
neurs and those who carry out entrepreneurial
activity as a part-time job is traditionally high beside
those who live from their entrepreneurial income and
build their existence upon this. We present the small-
scale industry by way of illustration the occupational
conditions of which were published fully by the
Central Statistical Office till 1989. Since then there
have been available data from Social Security and
Internal Revenue Service but they differ in some ways
because of their different aspects and purposes. First
the data of the Central Statistical Office are recited.

Table 2

The eprrenmreurs in the private small industry
working as a full-time and

a part-time entrepreneur, 1981-1989

in person

Full-time Part-time M.

Year | Retired + Total of full-time

job job _

job %
1981 68915 12208 30837 111960 61.6
1982 73048 12936 835417  121-400 60.2
1983 76518 14340 40945 131803 58.1
1984 76113 15633 47204 137950 53.0
1086 77281 17 143 b1 159 145583 55.1
1986 78260 17843 54561 150 664 51.9
1987 83350 18035 bH3226 .154611 53.9
1988 90299 18866 53052 162217 0o.7
1989 100386 20003 54448 174 837 57.4

Source: annual statistics of Central Statistical Office

It is important to notice that within the presented 9
year list of the number of the persons in full-time jobs
grew by 31.4 thousands persons but the number of
the persons in part-time jobs who have not taken
themselves upon making their living by an enterprise
(so far) also increased by 23.6 thousands.

Otherwise the approximately 60:40 ratio of the full-
time jobs to the part-time jobs was characteristic of
the small industry first of all. In the case of the
retailers the part-time jobs did not occur so often
because of nature of the activity (the necessity of the
continuous presence resulting from the opening
hours of the shops). No research on the agricultural
entrepreneurs was — according to our knowledge -

made.

2
Here naturally only the enterprises can be taken into consideration w

o the every day experiences it is supposable that the circle of the entrepreneurs
From the point of view of our subject the circle of the illegally operating entrepreneurs can

hich work legally and have entrepreneurial permits in their possessions. According

working illegally is rather wide: its size can however hardly be estimated.
be neglected; only registered entrepreneurs can get credit,



The data of the Social Security and the Internal
Revenue Service refer to the fact that in 1990-1991
the ratio of the part-time jobs decreased somewhat to
the full-time jobs. In 1992 the data show again the
growth of the number of the part-time jobs.

Table 3

Sole entrepreneurs in full-time and part-time jobs,

1990-1992

1. The average of the number of the economically actives entitled

to social security

The existence of legal part-time jobs has a different
importance in the different periods of the economy. In
the 1980's it remedied deficiencies in several areas of
the economy, bettered the supplies of goods and

services and it made the individuals to try to be inde-
pendent and gave them a chance to

go over to the private sphere. In the
beginning of the 1990's both parts
were modified. In the economy
especially the much-sought, pros-
perous activities were given a
chance (for example at intellectual
occupations); to the individuals it

1990 1991 1992 gave a hope of a legal occupation
Sole entrepreneur 193 768 254 295 no data and additional iﬂCF‘mE- HDWEE’ET_HS
Agricultural entr 40 289 42 406 41 365 constant role remained: establishing
Intellectuals 19 123 22 037 no data and increasing own clientele (mar-
Total 253 180 318 738 384 180 ket) with the sale of the own supply.

2. From which in the tax statistics of the Internal Revenue Service appear*

1.1.3. The sizes

1990 1991 1992 of the sole enterprises
Sole entrepreneur 241 969 100.0 317 218 100.0 338 766 100.0 _ |
Within it: The sole enterprise — as it follows
Full-time job 159042 65.7 184503 58.2 184 183 54.4 Irom its name - based on a sole
Part-time job 61438 24.5 103954 32.7 124068 36.6 Activily.ltis typically assisted by the
Retired entr. 21 489 8.9 98 761 9.1 30525 90 family members, mainly the wives

and husbands, sometimes the chil-

" The Internal Revenue Service takes into account here only the
entrepreneurs among all the tax statement presenters who pay the
personal income-tax. The persons who failed to send in their tax statement
or who made a false, unprocessable statement — 50-60 thousands people
per year according to the appraisement of the Internal Revenue Service —
did not appeared in the report. The entrepreneurs who pay corporate tax
were left out too. Their number in 1993 was some 7 thousands; an those
who were obliged to pay the VAT, their number in 1991 was 143.3
thousands, in 1992 141.6 thousands. Though the latter (letters of for
example flat or other kind of real estate) are subjects of taxation, from the
point of view of occupation they are not considered entrepreneurs,

The data refer to the fact that in 1990 many persons
who had former part-time jobs changed to continue
their activity in full-time job.® Because of the worse-
ning of the economic circumstances though many
people has redeemed their eéntrepreneur licence the
number of people who hope additional income from
the enterprise or only want to save the costs by its
deduction from tax is growing.

According to the evaluation of the Internal Revenue
Service even the changes in the rules contributed to
the relative growth of the number of the part-time
jobs. Namely lawyers, notaries, engineers, experts
became entrepreneurs in large numbers, the latter
mainly in part-time jobs. (Adéz4si tapasztalatoklIl., in

the 6th January 1994 issue of Figyels, a Hungarian
weekly magazine of economics,)

dren can participate in its everyday operation in
many ways. Those who are involved as their full-time
job have a status in accordance with the right of
labour; have a share in the income of the enterprise
and become entitled to social security.

Beside using the family labour the sole enterprises
can have employees too. However the full-time job of
the employee is characteristic only in some certain
businesses (for example construction industry) in
what the family can not present an assisting expert.
The sole enterprises would not give work to employ-
ees with pleasure because on one hand it is expensive
on the other hand the steady collaboration of the
employer and the employee is conditioned upon a
mutual and strong confidence. (Especially in the
trade in what the whole stock has to be left to the
employee without direct control for hours or days.)

In consequence of all these things in the sphere of
sole entrepreneurs the units which are small in terms
of number of employees are traditionally character-
istic.* In the 1970's the work of employees was
punished by special tax. After 1986 when this tax
was repealed there was a sudden increase in the




Table 4

The number of the sole entrepreneurs,
their employees and assisting family
members paying personal income tax in 1992

Persons %
Name (based on the processed tax
statements)

Sole entrepreneur® 338 776 100.0
Within it:

~ full-time employee 184 183 54.4
- part-time employee 124 068 36.6
- retired 30 525 9.0
Employee 104 562 100.0
Within it:

— full-time empoyee 88 111 84.3
- part-time employee 13 169 12.6
- retired 3 282 3.1
Assisting family members 39 683 100.0
Within it:

— full-time employee } 28 992 73.1
- part-time employee 8 023 20.1
— retired 2 668 6.7

* Without the entrepreneurs who pay corporate tax

Source: Internal Revenue Service

number of the employees but the sizes of the units
remained still small. In the small-scale industry that
involves the majority of the sole enterprises the
average of the number of the employees was 1.7 per-
sons in 1989 and in retail business this number was
1.4 persons.
Table 5

The reason for the difference in the
numbers is that 88% of the small

The sizes did not change in the 1990’s. According to
the above statistics of the Internal Revenue Service
related to the tax statements in 1992 338 766
thousands sole entrepreneurs who had presented
valid tax statement and paid personal income tax had
104 562 employees and 39 683 assisting family
members at their disposal. This value is less by 8%
then it was one year before in the case of the em-
ployees and by 39% in the case of the family members.

The average number of the employees and the assis-
ting family members per sole entrepreneur was 0.3
and 0.1. This fact shows that the entrepreneurs are
typically self-employers.

1.1.4. The functional areas of the sole
enterprises

On 31st December 1992. 606 207 sole enterprises
were registered, in what 668.4 thousands persons
were employed. The intellectuals (advisors, accoun-
tants, lawyers, artists) who had not been indepen-
dent before but members of different teams, associa-
tions (established sometimes involuntary) appear as
a new category in the registrations. They became sole
entrepreneurs voluntary or also involuntary after
their becoming independent or — more often — with
the posession of entrepreneur licence they became
entrepreneurs in part-time jobs.

The numbers above involve all the sole enterprises
apart from the fact whether the entrepreneur carries
out full- or part-time job or it is a retired.

The number of the sole enterprises according to thetype
of the enterprise

industrial units had no employee at

all for example in 1988. In 1989 1990 1991 1992 1993

15% of the 73.5 thousands employ- number % number % number %  number %

ees of the small industry were given

work to by hﬁckla},;-y craftsmen. Intellectuals - 137994 27.0 165689 27.3 191423 28.0

The two furﬂler businesses that Artisan e 2090987 43.7 237 687 392 242686 3506

h.E[‘I..Ff: the most Emplﬂ},rees are Retailer - 146 676 28.7 199 047 SZ2:8 208115 34.9

house-painting (7054 employees) Agricultural

and {:harringg{ﬁl 18 employees). entrepr.” - - 2804 06 3784 06 10301 1o
Total 393 450 100.0 510 459 100.0 606 207 100.0 682 525 100.0

These three businesses employed
the third of all the employees in
1989. (Kovacs G. J., 1990.)

* having tax number

Source: 1990: The Struct

ural System of the National Economy, Internal Revenue Service;1992. page 9.
Since 1991, Internal Revenue Service Monthly Reports

number of masters). The majority of them (60%)]) was bricklayer, carpen

The pattern of the internal division of labour is unchanged in the middle of the
at 31st December 1948; they employed 26 622 employees; it means that one mas
At the same time there were 23 thousand family members participating in the w

Private Sector 1938-1960, Statistical Periodicals KSH, 1961/6.)

20th century: the National Statistical Office registered 169 329 cratfsmen
ter employed only 0.2 employee (but they employed 41 156 apprentices).
ork as full-time employee. (Statistical Data Summary on Hungarian

11



The total data show that among the sole enterprises
the small industry has been losing its importance
continuously in consequence of the expansion of the
retail. The number of the retailers - as everyone
knows — started to grow quickly after the decentra-
lisation of the big state-owned trade companies and
the privatisation of the units that can be purchased
independently (preliminary privatization) from the
end of the 1980's.

The main groups of the entrepreneurs
In the data of the Internal Revenue Service:

person %
— intellectuals 29 933 8.8
— craftsmen 169 344 49.9
- retailers 137 493 40.7
— agricultural entrepreneurs 2 006 0.6
TOTAL 338 776 100.0

We can compare the changes in the different groups
of businesses and where it is possible we can present
the tendency of the changes in the case of the
intellectuals on the basis of the detailed processed
data of the Social Security and in the case of the
small industry and retail on the basis of the data of
the Central Statistical Office processed until 1989
and the tax statements in 1992 processed by the
Internal Revenue Office.

We have to mention in advance that though the data
are exact figures they are from different database
therefore they do not result thorough and precise
comparison. The databases of the Social Security and
the Central Statistical Office are complete but the
database of the Internal Revenue Service on the basis
of what the comparison can be made is not: it covers
only 72% of the persons who have entrepreneur
licence. (The ratio is better if we take into considera-
tion the fact that in the whole year 347.5 thousands
enterprises functioned which are almost three quart-
er of 469.2 thousands that had to present a tax state-
ment or a balance-sheet.)

The comparability is diminished by the fact that the
Internal Revenue Service registers the sole enterprises
according to their taxational obligation.® Therefore the
data of the enterprises with higher income (about 7
thousand persons) and those with the most income

and double entry book-keeping (163 persons) - who
pay corporate tax — were left out from the com-parison.

In this way the data of 73% of the total 339 thousand
registered sole entrepreneurs who pay personal tax
were compared together with the data of the Central
Statistical Office and Social Security.

In addition the comparisons have different relations
in time in the case of the different activities: but this
fact has no influence on the consequences that can
be concluded.

The size of the samples seems to be big enough so the
tendencies of the important differences could ap-
peare.

After all - as we saw above — more than half of these
people (54.4%, 184 183 persons) were entrepreneurs
as their full-time job.

In the following part we sum up the changes accord-
ing to the groups of the main activities.

1. Intellectuals

In 1990 the Social Security registered 19 thousands
persons among the full-time employees; they were
the intellectuals who became sole entrepreneurs,
though with such a denomination only 6500 persons:;
lawyers, advisors (3340 persons), artists with no
active engagement (6700 persons) and people in
other occupations are registered separately. In 1991
the number of the people regarded as intellectuals
was 22 thousands. By 1992 the separated group
disappeared - the intellectuals became a part of the
sole entrepreneurs.

There is an increase by 8 thousand persons in the
data of 1992 of the Internal Revenue Service com-
pared with the number reported by the Social Secu-
rity in 1991. Among the tax statement presenters the
main groups are the following: 1.600 doctors, 520
veterinarians, 1.160 designers, 1.400 tax advisors.
Only 18 writers and poets and some 500 other artists
(for example painters, sculptors) presented tax
statements as entrepreneurs.

The greatest number was amounted to by the many
kinds of activities which were placed to the ,other”
category (22 thousand).

®The sole enterpreneurs can belong to three taxation categories:

= The most of the sole entrepreneurs pay personsl income tax on their net revenues: 462 thousand of the 469.2 thousand sole entrepreneurs who were
operated in 1992 belonged to this category; 406 of them made a statement of taxes but 67 thousand of them were not correctly filled a therefore they could
not be processed and analysed. The 339 thousand statements which were processed represented 73% of the entrepreneurs who belonged to this category.
-~ The sole entrepreneurs whose annual net revenues were under 50 million HUF could pay their taxes according to the rules of corporate tax if they used
single entry bookkeeping. (The entrepreneurs can decide on which form of taxes do they use.) Ther were 7.000 entrepreneurs in this category.

= The entrepreneurs whose annual net revenues exceeded the 50 million HUF had to use double- entry bokkeeping and pay their taxes according to the
rules of corporate tax. The number of the entrepreneurs who had such a high revenues was 163 in 1992,
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