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THREE TYPES OF SMALL ORGANIZATIONS 1IN THE HUNGARIAN
ECONOMY: AN EXPERIMENT 1IN NEW FORMS

There is hardly any country in the world in which =0 many

forms of legally working small organizations exist as in
Hungary, Beside the traditional forms = such as small-scale
industry, small shops sand emall agricultural farms = scveral
new forms have been dimstitutionalized during the past 25-=30
yvears /e,g. the leasing or contractual operation of commercisa
units, grocery stores &nd restaurants in the state business

network; the establishment within the agricultural co-
operatives of the so-called auxiliary units performing non-
agricultural = industrial, construction and service =
eactivities with & high degree of independence, and also the
setting up in agriculture of the so-called household plots
and auxXiliary farms under family cultivation, etc./. In
addition, from 1982 the possibilitv has been created to
establigh further economic organizations,

The economic necessitv of

emall organizations

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 a2ctvities were merged

into ever larger organizatione, primarily in industry, A
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similar process also took place 1in agriculture, where co-
operatives made up of small peasant farms were united in
larger and larger organizations, Also in the serwvice and
commercial sector, large state and co-oOperative firms of ten
organized in a nation-wide network, were established,
Private small-scale industry /Jartisans/ 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 it proved to be disadvantageous from the point of wview
of the operational capability of the economy, Virtually
lacking were the small and medium-—sized enterprises designed
to satisfy the special needs of the large undertakings, the
small organizations capable of reacting to the changing
reguirements of the economy as well as the small units able

to meet the divefse demands of the population,

An attractive example of the expansion of the scope
of the small economic organizations was provided by agri-
culture, in which the peasant households making use of
their small gardens, of the small pieces of land, of the
so=-called household plots and auxiliary farms brought a

steadlly growing variety of products to the consumer market,

It could be expected that the shortages experienced
in industrial production and in the services - together
with the attendant illegzal 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 & wider scope to
private smallscale industry 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 arezs,
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To the forms thus establishec new olles WwWerc added =&
f§82. They were designed to make it possible for private

initiative to gain ground in industry, in construction and

in the services,

The table below gives an overview of the main charzc-
teristics of the various forms, /Their characteristics will

be discussed in the Appendix,/
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A= the figures of the table above show, these wvarious
small organizations substantially differ in size, legal
regulations set limits to the membership, of the individual
forms /e.g. of artisan workshops, ol EWPEe and EWPs/, while
in others - primarily in those based on a looser economic
co-operation as, for example, the specialized groups of co=~
operatives - the membership is not limited, In the case of
the small enterprises, and of the small co-operatives, leg
regulation lays down only that their size is ‘"generally™
«paller than that of the organizations performing similar

activities, Thereforel their staff pnurber mav range from

two to several hundreds, With the exception of specialized

agricultural groups organized for the purpose of producing

etec./ arnd

/rabbits
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employing occasionally as many as 200 to 300 persons, the
membership of the small organizations does not generally
reach even the legal limits, The average 3ize of the units
mainly in the private sector - is too small and has not

grown by years atl alil,

Although the number of the =small organizations has
increased significantly, most of them do in fact not expand
the active labour force availeable to them as they perform
the same work in the same place as they did earlier 1n the
framework of the larger organizations., The same applies
to 211 state-owned organizational forms, The small enterpris
are, practically without exception, recent independent
units of the large, nation-wide service network; the EWPE
/also in the co-operatives/ usually performs the tasks
done in the regular working time within partnership frame=-
work, helping thereby to ease the local labour shortage;
small retail shops, and restaurants also carry on their work
on the old premises, The same situation preveils in the
co~operative s=phere, too, where the majority of the small

co-oOperatives became independent units out of the largenr



co-operatives, while specialized groups - like the EWPEs

- serve mainlyv to cope with the labour shortage,

Tt is only the organization of the EWPs that means
any appreciable help in expanding supply., About one guarter
of them performe productive work, a further one quarter
work in the building industry and, finally, Tthe hgil Saa
other s=ervices /ranging from cleaning to sports schools,
from teaching foreign languages to marriage agency service
and intellectual services /design, organization, computer
programming/, CLP is a similar form, working mainly in the
computer-programmeing field too, but this form of organiza-

tion has remaned small in member,.

So the supply of the new-~forms is important for the
economy, but the public opinion is somewhat disappointed
and discontent because, for the time being, small enterprises
have, despite the wide spectrum of their activities, done
little to increase supplies of accoustomed goods and
services, and no reduction in shortage and no improvement
in services can be observed, despite their presence, in a

worsening economic situation,

In the small organizations there is a variety of
emplo&ment relations, In some of them the activities can
be performed exclusively as full-time jobs, 1n others eX-
clusively as subsidiary occupations, There are organliza-
tions which can, and others which cannot hire employees,
It i1is an important characteristic of the Hungaerian 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, And the
other maln characteristics is the each of capital or

Keeping the needed funds on the lowest livel,






