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PREFACE 

When t h e Hungar ian A c a d e m y o f Sc iences founded the Research I n s t i t u t e o f Indus-
t r i a l E c o n o m i c s in I 9 6 0 , i t s a c t i v i t i e s w e r e d e f i n e d as f o l l o w s : " T h e task o f t h e 
I n s t i t u t e is t o c a r r y on resea rch o f g e n e r a l i n t e r e s t i n t o i n d u s t r i a l e c o n o m i c s , t o 
s t i m u l a t e and he lp t o c o o r d i n a t e i n d u s t r i a l e c o n o m i c research , and t o p r o m o t e t he 
d e v e l o p m e n t o f s c i e n t i f i c and p r a c t i c a l i n d u s t r i a l e c o n o m i c a c t i v i t y . " A c c o r d i n g l y , 
the I n s t i t u t e has served, bes ide i t s o w n researches , the gene ra l d e v e l o p m e n t o f i t s 
d i s c i p l i ne , m e d i a t i n g b e t w e e n t h e o r y and p r a c t i c e , among o t h e r th ings t h r o u g h 
he lp ing t h e a c t i v i t i e s o f t he C o m m i s s i o n o f I ndus t r i a l E c o n o m i c s o f t he H u n g a r i a n 
A c a d e m y o f Sciences. 

The I n s t i t u t e publ ishes t h e q u a r t e r l y Ipargazdasági Szemle ( R e v i e w o f I n d u s t r i a l 
E c o n o m i c s ) . The w r i t i n g s pub l ished in t h e p e r i o d i c a l p r o v i d e a c o m p r e h e n s i v e a c -
coun t o f t he resu l ts o f t h e a c t i v i t i e s o f workshops engaged in r esea rch i n t o indus- * 
t r i a l and en te rp r i se (business) econom ics , i n d u s t r i a l p o l i c y and e n t e r p r i s e m a n a g e -
m e n t , and o t h e r r e l a t e d t o p i c a l p r o b l e m s . I t p rov ides i n f o r m a t i o n c o n c e r n i n g i n t e r -
n a t i o n a l exper iences in t h e d i sc ip l i ne , i n d u s t r i a l d e v e l o p m e n t , and r e l a t e d e v e n t s 
o f H u n g a r i a n s c i e n t i f i c l i f e . In o rder t o m o k e our research f i nd ings k n o w n in a 
w ide r c i r c l e , occas iona l l y a separa te Eng l i sh - l anguage issue o f the q u a r t e r l y is p u b -
l ished. In these p u b l i c a t i o n s a se lec t i on is o f f e r e d o f t he mos t i m p o r t a n t ana lyses 
c o n d u c t e d in t he r e c e n t pas t . I t was in 1985 t h a t t he f i r s t such issue was pub l i shed ; 
t he p resen t vo lume is t h e second o f t h e se r ies . 

In v i e w o f the f a c t t h a t , ow ing t o r e s t r u c t i o n s on the s ize o f the vo lumes , t he 
sepa ra te Eng l ish p u b l i c a t i o n s can on ly o f f e r a se lec t i on o f our f i nd ings , in t he sec-
t i o n b e l o w we wish to g i v e a more c o m p r e h e n s i v e p i c t u r e o f the I n s t i t u t e . 

A t f i r s t , the resea rch o f the I n s t i t u t e dea l t w i t h w o r k i n g t i m e schedules, t he 
u t i l i z a t i o n and m a n a g e m e n t o f f i x e d assets , and the deve lopmen t o f t echno logy and 
p r o d u c t s . L a t e r on t h e range o f i t s a reas o f i n t e r e s t expanded a n d the po i n t s o f 
emphas is changed in l i ne w i t h demand . S ince t h e ea r l y s i x t i es t h e resea rch has 
been c e n t r e d on p r o d u c t i v i t y and e f f i c i e n c y . F o r many years t h e I n s t i t u t e was the 
H u n g a r i a n c o o r d i n a t o r o f t h e P r o d u c t i v i t y W o r k i n g Group o f t he C M E A ; s ince 1969 
i t has been Hungary ' s r e p r e s e n t a t i v e f o r t h e European A s s o c i a t i o n o f N a t i o n a l P r o -
d u c t i v i t y Cen t res . 

Since the ear l y seven t i es , research w o r k has g radua l l y b e c o m e c e n t r e d on p ro -
j e c t s w h i c h a i m to p r o v i d e s c i e n t i f i c f o u n d a t i o n s fo r i n d u s t r i a l p o l i c y , and w h i c h 
a t t e m p t t o c l a r i f y t he r o o m f o r m a n o e u v r e open t o i n d u s t r i a l d e v e l o p m e n t p o l i c y . 
F r o m t h e r e l a t e d p r o j e c t s o f the r e c e n t past and those p r o j e c t e d f o r t he nex t f e w 
years , t h e f o l l o w i n g may be m e n t i o n e d : 

- i n d u s t r i a l e m p l o y m e n t p o l i c y , w i t h spec ia l r ega rd t o t he r e l a t i o n s h i p b e t w e e n 
e m p l o y m e n t and p r o d u c t i v i t y , and the r e g i o n a l aspects o f e m p l o y m e n t ; 

- i n v e s t i g a t i o n of the i n s t r u m e n t s and poss ib i l i t i es o f an e x p o r t - o r i e n t e d indus-
t r i a l p o l i c y ; 
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- i m p a c t o f s t r u c t u r a l changes in i n d u s t r y , e .g . the e f f e c t o f d e c e n t r a l i z a t i o n 
campa igns , as w e l l as t he ro le o f s m a l l and m e d i u m s ize f i r m s ; 

- r e f l e c t i o n o f w o r l d tendenc ies o f t e c h n i c a l p rogress in t h e Hunga r i an i n d u s t r y 
(e .g . r o b o t i z a t i o n , b i o t e c h n o l o g y ) ; 

- s t r u c t u r a l a d j u s t m e n t and t h e r o l e o f t he t r a d i t i o n a l i ndus t r i es in i n d u s t r i a l 
d e v e l o p m e n t ; 

- i ndus t r i a l i m p a c t s o f m a r k e r c o m p e t i t i o n and the c o n d i t i o n s fo r i t s d e v e l o p -
m e n t and s t r e n g t h e n i n g . 

The changes t a k i n g p lace in t h e H u n g a r i a n economy and Hunga r i an e c o n o m i c 
p o l i c y ; the a c t u a l a n d des i rab le g r o w t h o f the a u t o n o m y and scope o f m a n o e u v r e 
f o r t he e n t e r p r i s e sphere and the c o n c o m i t a n t need fo r i n d u s t r i a l e c o n o m i c r e -
sea rch . Of the p r o j e c t s assoc ia ted w i t h t he t hemes above , t h e f o l l o w i n g have r e -
c e n t l y been c o m p l e t e d or are in t he process o f c o m p l e t i o n : 

- t h e o r e t i c a l c l a r i f i c a t i o n and p r a c t i c a l tasks r e l a t e d t o p rob lems c o n c e r n i n g 
q u a l i t y i m p r o v e m e n t a n d the d e v e l o p m e n t o f q u a l i t y ; 

- saving o f m a t e r i a l s in design, c o n s t r u c t i o n , p r o d u c t i o n and use, on e n t e r p r i s e 
and na t i ona l l eve l s ; 

- en te rp r i se t asks r e l a t e d to s t r u c t u r a l a d j u s t m e n t , e .g . t h e poss ib i l i t i es f o r i n -
c r e a s i n g the deg ree o f process ing or f o r m a k i n g cu tbacks ; 

- analysis o f i n n o v a t i o n processes in f i r m s ; 
- eva lua t i on o f e x p e r i e n c e s w i t h t he new f o r m s o f e n t e r p r i s e m a n a g e m e n t . 

The I n s t i t u t e p a r t i c i p a t e s r e g u l a r l y in t h e m e d i u m and l o n g - t e r m p lann ing o f i n -
d u s t r i a l d e v e l o p m e n t , and has c o n d u c t e d seve ra l resea rch p r o j e c t s on c o r p o r a t e and 
s e c t o r a l p lann ing , t h e p r a c t i c a l e x p e r i e n c e assoc ia ted w i t h i t , and the l i nks be -
t w e e n c o r p o r a t e and m a c r o e c o n o m i c p l ann ing . 

Since i t s i n c e p t i o n , the I n s t i t u t e has p l aced g r e a t w e i g h t on i n t e r d i s c i p l i n a r y ap -
p roaches and e m p i r i c a l i nves t i ga t i ons . In c o n n e c t i o n w i t h t he l a t t e r , i t is t h e su r -
veys r e l a t i n g t o e n t e r p r i s e behav iour and i n t e n t i o n s , t h a t have become k n o w n and 
g e n e r a l l y quo ted sources . Such p rob lems a re d i f f i c u l t t o i n v e s t i g a t e w i t h t r a d i t i o n a l 
s t a t i s t i c a l i n s t r u m e n t s , (e.g. f a c t o r s o f p r o d u c t i v i t y , j u d g e m e n t o f t e c h n o l o g i c a l 
p rogress , c o n d i t i o n s o f m a r k e t c o m p e t i t i o n ) . 

The I n s t i t u t e m a i n t a i n s w ide i n t e r n a t i o n a l c o n t a c t s w i t h r e l a t e d i n s t i t u t e s in 
b o t h East and W e s t , as w e l l as w i t h i n t e r n a t i o n a l o r g a n i z a t i o n s (ECE, U N I D O , 
European A s s o c i a t i o n o f N a t i o n a l P r o d u c t i v i t y C e n t r e s , C M E A - i n s t i t u t e s , I I A S A , 
e t c . ) . I t o rgan i zes i n t e r n a t i o n a l sympos ia , seminars , and c o n f e r e n c e s r e g u l a r l y - in 
f a c t the papers o f t w o such con fe rences w e r e a lso pub l i shed in Eng l ish : 

Progress and Planning in Industry, Budapes t , 1972, A k a d é m i a i K iadó . 
Industrial Development and Industrial Policy, Budapes t , 1979, A k a d é m i a i K i a d ó . 

The f o l l o w i n g book t i t l e s , pub l ished in H u n g a r i a n on t h e basis o f research c a r r i e d 
o u t in the I n s t i t u t e , g i v e a p i c t u r e o f i t s a c t i v i t y . 

Heves i , Gy . , E c o n o m i c , O r g a n i z a t i o n a l and Soc ia l P r o b l e m s o f Con t inuous W o r k -
ing T i m e Schedu les (1966) 

T o p i c a l P r o b l e m s o f the Managemen t o f F i x e d Assets - C o n f e r e n c e Papers (1968) 
K é r i , Т. , F l e x i b i l i t y o f the I n d u s t r i a l F i r m (1972) 
Botos , В., R e c k o n i n g w i t h U n c e r t a i n t y in I n v e s t m e n t Dec i s ions o f I ndus t r i a l E n -

te rp r i ses (1973) 
Pa räny i , Gy . (ed. ) , A Rap id M e t h o d f o r D i sc l os i ng O r g a n i z a t i o n a l Tasks (1975) 
V i s z t , E. , O c c u p a t i o n a l M o b i l i t y o f L a b o u r (1975) 
Botos , В. and G . Papanek , I n v e s t i g a t i o n o f t he P r o f i t a b i l i t y i n Indus t ry (1977) 
Pa rány i , Gy . , O r g a n i z a t i o n o f Work - O r g a n i z e d W o r k . The W o r k p l a c e - C e n t r e d 

D e v e l o p m e n t o f O r g a n i z a t i o n (1977) 
R o m á n , Z. , The E c o n o m i c s o f I n d u s t r y (1978) 
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A FEW ECONOMIC M A N A G E M E N T CONDIT IONS FOR A FASTER 
I M P R O V E M E N T OF P R O D U C T I V I T Y 

E R Z S É B E T VISZT 

D u r i n g the f i f t i e s and s i x t i es p r o d u c t i v i t y inc reased more rap id l y in t he Hungar ian 
e c o n o m y t h a n in t he advanced c a p i t a l i s t c o u n t r i e s . In t he sevent ies - m o r e e x a c t l y , 
f r o m 1973 onwards - t he r a t e o f p r o d u c t i v i t y g r o w t h f e l l by 1.6-4.3 percen tage 
po in t s in t he Weste rn c o u n t r i e s , whe reas in Hungary i t f e l l by on l y 0 .3 per c e n t . 
Then , a f t e r 1978, th i s r a t e o f d e c l i n e a lso began t o be m o r e s i g n i f i c a n t in Hun-
g a r y . 1 To i l l u s t r a t e th i s f a c t , Table 1 c o n t a i n s the t h r e e - y e a r m o v i n g averages o f 
labour p r o d u c t i v i t y , f i x e d assets e f f i c i e n c y , and t o t a l p r o d u c t i v i t y ind ices fo r the 
years 1976-86. 

Table 1 

Three -year moving averages of labour product iv i ty , 
f ixed assets e f f i c i ency , and to ta l productivi ty 

(1976-86) 

Labour F i x e d assets T o t a l 
p roduc - e f f i c i e n c y 3 p r o d u c -
t i v i t y 3 t i v i t y 

1976-78 6.0 -2 .4 3.1 
1977-79 5.7 -2 .3 2.6 
1978-80 3.3 -5 .2 0.0 
1979-81 4.4 -5 .0 0.7 
1980-82 4.6 -3 .9 1.3 
1981-83 5.9 -3 .2 2.8 
1982-84 4.2 -2 .7 1.5 
1983-85 1.2 -4 .5 1.0 
1984-86 -0 .5 -5 .2 -1 .9 

Source: A u t h o r ' s c o m p u t a t i o n s based on: M a j o r n a t i o n a l e c o n o m i c processes 1986 
(Budapest , 1987, C e n t r a l S t a t i s t i c a l O f f i c e ) . 

a Computed on the basis of the net industrial output. 

1 For more detail se [1]. 
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The r a t e o f i nc rease o f labour p r o d u c t i v i t y f e l l in 1978 and aga in in 1983. F i x e d 
assets e f f i c i e n c y d e t e r i o r a t e d t h r o u g h o u t the pe r iod , and s ince 1978 the dec l i ne 
has been cons ide rab le . T o t a l p r o d u c t i v i t y , c o m p u t e d as the w e i g h t e d average o f 
t h e t w o ind ices, s t a g n a t e d be tween 1978-81, t hen i m p r o v e d a l i t t l e , bu t a f t e r w a r d s 
b e c a m e nega t i ve in t h e per iod 1983-86. 

The un favou rab le deve lopmen t o f p r o d u c t i v i t y is w o r r y i n g not on ly f r o m the 
aspec t o f e c o n o m i c g r o w t h and l i v i n g s tandards, b u t a lso because o f t he adverse 
e f f e c t i t has on t h e i n t e r n a t i o n a l c o m p e t i t i v e n e s s o f t he Hunga r i an e c o n o m y . 

The 'un i t wage c o s t ' index in t h e i n t e r n a t i o n a l compar i sons o f c o m p e t i t i v e n e s s 
r e f l e c t s the c o m b i n e d deve lopmen t o f labour p r o d u c t i v i t y and wage leve ls . Wage 
r ises in Hungary have exceeded t h e r i se o f labour p r o d u c t i v i t y dur ing the pe r i od 
under e x a m i n a t i o n - except f o r 1979. The d i f f e r e n c e was p a r t i c u l a r l y h igh 
in t h e years 1984 a n d 1985, be ing 3 and 11 p e r c e n t a g e po in ts , r e s p e c t i v e l y . Such 
d i f f e r e n c e s are n o t f ound in any o f t he advanced i n d u s t r i a l coun t r i es . In f a c t , in 
those coun t r i es , t h e p r e v a i l i n g t e n d e n c y shows d i m i n i s h i n g d i f f e r e n c e b e t w e e n the 
r a t e s o f labour p r o d u c t i v i t y and wage leve ls . 

The c o m p e t i t i v e n e s s o f Hungar ian i ndus t r y has in some way been a f f e c t e d by t he 
processes t ak i ng p lace in the d e v e l o p i n g coun t r i es . The l a t t e r compensa te t h e i r 
l o w e r p r o d u c t i v i t y r a t e s by m a i n t a i n i n g lower wage l eve l s ; at the same t i m e the 
q u a l i t y and t e c h n i c a l s tandards o f t h e i r p roduc ts a re h ighe r than those o f the H u n -
g a r i a n produc ts , e s p e c i a l l y in the e x p o r t i n g sectors . 

As a consequence o f these processes, the i n t e r n a t i o n a l c o m p e t i t i v e n e s s o f H u n -
g a r i a n indus t ry is d e t e r i o r a t i n g no t on ly in r e l a t i o n t o t he advanced i n d u s t r i a l 
coun t r i es , but a lso in r e l a t i o n t o c e r t a i n deve lop ing c o u n t r i e s , e .g . t o t he N I C ' s . 
U n f o r t u n a t e l y , t h i s s t a t e m e n t holds t r u e even i f t he o t h e r c r i t e r i a o f c o m p e t i t i v e -
ness are t aken i n t o accoun t ; the p a t t e r n of H u n g a r i a n e x p o r t a r t i c l e s ( i .e . mass 
p roduc t s , m e d i u m q u a l i t y ) , and the cons ide rab le a m o u n t o f c a p i t a l and t i m e t h a t 
w o u l d be needed t o change such a p a t t e r n , add f u r t h e r issues t o t he o t h e r d i f f i -
c u l t i e s o f th is c o u n t r y . 

Some of the Causes o f the Unfavourable Development 
o f Product iv i ty 

The p r o d u c t i v i t y i ndex r ises i f o u t p u t s c o m p u t e d a t unchanged pr ices g row and /o r 
i npu ts decrease or g r o w at a lower r a t e than o u t p u t . 

In the Hunga r i an e c o n o m y , the d y n a m i c of p r o d u c t i v i t y - w h i c h inc ludes labour 
p r o d u c t i v i t y , f i x e d assets e f f i c i e n c y , and t o t a l p r o d u c t i v i t y - is bas ica l l y d e t e r -
m i n e d by the g r o w t h r a t e of o u t p u t s ; t he changes in i npu ts - espec ia l l y o f s t a f f 
numbers and f i x e d assets - are r e l a t i v e l y stable and independen t o f o u t p u t . 2 

D u r i n g the last t e n years, i t has been a f i r s t p r i o r i t y o f Hungar ian e c o n o m i c 
p o l i c y t o stop the g r o w t h o f Hunga ry ' s f o r e i g n debts and t h e n t o reduce t h e m . Th is 
has been t r a n s l a t e d i n t o p r a c t i c e by pursu ing a p o l i c y o f r e s t r i c t i o n s , i . e . p u t t i n g 
a b rake on i n v e s t m e n t s , consump t i on , and soc ia l i s t e x p o r t s by means o f c e n t r a l 
measures . Abou t 90 per cen t of t he t o t a l i ndus t r i a l o u t p u t was be ing spent in those 
f i e l d s . The ra te o f e x p o r t s t o the West is t o be i nc reased and these e x p o r t s w i l l 
m a k e up about 10 per cen t o f i n d u s t r i a l sales. Th is w i l l no t e x e r t - on accoun t o f 
t h e f i g u r e being so l o w - any rea l encou rag ing e f f e c t on i n d u s t r i a l o u t p u t . 

The un favourab le p a t t e r n o f H u n g a r i a n i ndus t r i a l e x p o r t s has added t o the d i f -
f i c u l t i e s because t h e p r i ce leve l o f t h e p roduc ts w h i c h m a k e up the g r e a t e r p a r t 
o f expo r t s f i r s t s t a b i l i z e d on the w o r l d m a r k e t and t h e n l o w e r e d a l i t t l e - h o w -
e v e r , the domes t i c i npu ts o f these p r o d u c t s have been r i s i ng . By 1985, severa l H u n -

2 For relevant computations see [2]. 
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g a r i a n i n d u s t r i a l en te rp r i ses had g o t i n t o a s i t ua t i on in w h i c h t h e i r i n come in con -
v e r t i b l e cu r renc ies d id not cover e v e n the d i rec t costs (wages and m a t e r i a l ) o f 
t h e i r e x p o r t s . I n v e s t m e n t r e s t r i c t i o n s had a doubly adverse e f f e c t on p r o d u c t i v i t y : 
t h e ou tpu t o f the sec to rs p r o d u c i n g i n v e s t m e n t goods d im in i shed , and the r a t e o f 
t e c h n i c a l progress also s lowed d o w n . A n o t h e r p r o b l e m was t h a t t h e r e was no way 
t o inves t in new p r o j e c t s t h a t cou ld , p o t e n t i a l l y , he lp t o ra ise p r o d u c t i v i t y . 

A l t h o u g h household c o n s u m p t i o n has shown a more f avou rab le d e v e l o p m e n t t h a n 
env isaged, t he r a t e o f those i n c o m e s ( w i t h i n the t o t a l i n come o f households) t h a t 
c o u l d be d i r e c t l y r e l a t e d t o r i s i ng p r o d u c t i v i t y has not r i sen . Thus in the years 
1978-84, w i t h t he e x c e p t i o n o f 1981, t h e r e a l wages o f i n d u s t r i a l w o r k e r s f e l l in 
each yea r . The g r o w t h o f c o n s u m p t i o n was enabled by t he g r o w t h o f thouse house-
h o l d incomes w h i c h de r i ved f r o m r i s i n g p r i c e levels , or soc ia l p o l i c y measures. A l -
so c o m i n g i n t o th i s ca tego ry a re those incomes wh ich , though r e l a t e d to o u t p u t , 
cons ide rab ly exceeded wages t h a t c o u l d be earned dur ing an i d e n t i c a l l eng th o f 
t i m e in ' o f f i c i a l ' wo rk (smal l e n t e r p r i s e s , incomes earned in the p r i v a t e sec to r ) . 
A l t h o u g h rea l wages g rew du r ing 1985 and 1986, th is f a c t c o u l d no t s top the un-
f a v o u r a b l e t endency o f labour p r o d u c t i v i t y in the long run . 

A t the same t i m e , inputs appea red t o be r i g i d : no i m p o r t a n t changes o c c u r r e d 
e i t h e r in f i x e d assets, or in s t a f f n u m b e r s , f o l l o w i n g the s low g r o w t h , and some-
t i m e s the decrease o f i ndus t r i a l o u t p u t . The r a t e o f i n ves tmen t s i n tended fo r m a -
c h i n e r y d id no t s h i f t t owards m a c h i n e r y i nves tmen ts , even a f t e r the r e s t r i c t i o n s . 
The r a t e of i n v e s t m e n t s necessary f o r r e d u c i n g l i ve labour u t i l i z a t i o n and r e n e w -
ing techno log ies and p roduc ts , c o m p a r e d to i nves tmen ts necessary f o r e n l a r g i n g 
c a p a c i t i e s , d id no t change m u c h e i t h e r . The r a t e o f m a c h i n e r y and e q u i p m e n t m o d -
e r n i z a t i o n s lowed down, p a r t l y because o f the lower r a t e o f m o d e r n i m p o r t e d m a -
c h i n e r y w i t h i n m a c h i n e r y i n v e s t m e n t s . A t the same t i m e , huge unused c a p a c i t i e s 
e m e r g e d in c e r t a i n f i e l ds o f i n d u s t r y because o f the decrease in p r o d u c t i o n . 

Labour inputs w e r e , perhaps, e v e n m o r e i r r a t i o n a l . The i n f l e x i b i l i t y o f the la -
bour m a r k e t o f t e n p reven ts e n t e r p r i s e s f r o m reduc ing t h e i r s t a f f a t t i m e s o f de -
press ion. A n even h igher ba r r i e r is p r e s e n t e d by the r i g i d i n t e r p r e t a t i o n o f f u l l e m -
p l o y m e n t ; Hunga r i an soc ie ty and i t s i n s t i t u t i o n a l sys tem a re no t p repa red t o a c -
c e p t t h a t super f luous or i n c o m p e t e n t labour should be d ismissed. En te rp r i ses r a r e l y 
ge t i n vo l ved in such c o n f l i c t s . Sa fe e m p l o y m e n t is such a s t r o n g soc ia l p r i o r i t y 
t h a t , i n o rder t o a v o i d any l a r g e r - s c a l e d ismissals , c e n t r a l measures a re t a k e n t o 
rescue en te rp r i ses f r o m b a n k r u p t c y . 

The Place of Product iv i ty among the Object ives 
and Means of Enterprises 

In 1986 f i f t e e n la rge i ndus t r i a l e n t e r p r i s e s were i n v e s t i g a t e d in o rde r t o f i n d ou t 
abou t t he i r m a j o r m e d i u m - t e r m o b j e c t i v e s , and about the resources t hey w o u l d use 
t o ach ieve these . I t was found t h a t t he en te rp r i ses ' o b j e c t i v e s we re conce rned 
m a i n l y w i t h o u t p u t , w h i l e less a t t e n t i o n was pa id t o t he r a t e o f i npu t , i .e . t o the 
i n p u t / o u t p u t r a t i o . This s t a t e m e n t is independent o f w h i c h p r o d u c t i v i t y index is 
cons ide red : whe the r i t is the t r a d i t i o n a l one o f labour p r o d u c t i v i t y , or the m o r e 
c o m p l e x one c o v e r i n g the a g g r e g a t e i npu t o f severa l p r o d u c t i o n f a c t o r s . I t was 
n o t i c e a b l e t h a t the inc rease o f p r o f i t s t ood a t the t o p o f the h i e r a r c h y o f o b j e c -
t i v e s ( in 12 ou t o f 15 cases) o f t h e 7 t h f i v e - y e a r p lan o f the en te rp r i ses under 
e x a m i n a t i o n ; t h i s was f o l l o w e d by o b j e c t i v e s concerned w i t h t he inc rease o f e x -
p o r t earn ings and p r o d u c t i o n d e v e l o p m e n t (en la rgement ) . These o b j e c t i v e s w e r e 
on l y in ra re cases ( in 3 ou t o f 15) c o n n e c t e d w i t h the i m p r o v e m e n t o f p r o d u c t i v i t y 
and o f f i x e d assets e f f i c i e n c y . 
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The na r row i n t e r p r e t a t i o n o f p r o d u c t i v i t y ( i .e . t h a t w h i c h is conce rned w i t h l a -
bour on ly ) , i ts low s tanda rds of m e a s u r e m e n t , and - i n d i r e c t l y - t he s c a r c i t y o f 
d o m e s t i c or i n t e r n a t i o n a l c o m p a r a t i v e ana lyses, a l l suggest t h a t en te rp r i ses do no t 
cons ider the i m p r o v e m e n t o f p r o d u c t i v i t y t o be an o b j e c t i v e o f i m p o r t a n c e . H o w -
e v e r , i t is un rea l i s t i c t o e x p e c t t h e m t o a t t a c h m o r e i m p o r t a n c e to i t as long as 
t h e r e is no d i rec t r e l a t i o n s h i p be tween p r o f i t a b i l i t y and p r o d u c t i v i t y . 

The un favourab le t e n d e n c y of the p r o d u c t i v i t y o f H u n g a r i a n i ndus t r y in r ecen t 
years is, t he re fo re , t o be ascr ibed - on a c c o u n t o f the a b o v e - m e n t i o n e d f a c t o r s -
t o an en te rp r i se a t t i t u d e w h i c h pays no p a r t i c u l a r a t t e n t i o n t o p r o d u c t i v i t y . E n t e r -
pr ises do not see p r o d u c t i v i t y as a c o n d i t i o n o f su rv i va l , and even less as a means 
o f f u n c t i o n i n g p r o f i t a b l y . In the f u t u r e , a g r e a t e r ro l e mus t be assigned to p roduc -
t i v i t y i m p r o v e m e n t a m o n g the o b j e c t i v e s and resources o f Hunga r i an i ndus t r i a l 
en te rp r i ses . It is no t b e i n g said here t h a t p r o d u c t i v i t y i m p r o v e m e n t should be the 
m a i n dec la red o b j e c t i v e o f en te rp r i ses ; h o w e v e r , p r o d u c t i v i t y does represent a na -
t i o n a l economic i n t e r e s t , and i t is also a c o n d i t i o n fo r i nc reas ing c o m p e t i t i v e n e s s . 
T h e r e f o r e one o f t h e f u n d a m e n t a l ways o f ra i s ing e n t e r p r i s e p r o f i t a b i l i t y is t o i n -
c rease labour p r o d u c t i v i t y . 

A F e w Conditions for Improving Industrial Product iv i ty 

I f t he un favourab le t e n d e n c y of p r o d u c t i v i t y i m p r o v e m e n t goes on, the conse-
quences fo r the soc ia l as w e l l as e c o n o m i c d e v e l o p m e n t o f Hunga ry w i l l be ser ious. 
The wo rs t of these c o n c e r n s the o b s t r u c t i o n o f the i m p r o v e m e n t o f i n t e r n a t i o n a l 
compe t i t i veness . Th is w i l l make i t more d i f f i c u l t or even imposs ib le to ach ieve the 
tasks o f economic s t a b i l i z a t i o n , t o c r e a t e f o r e i g n e c o n o m i c e q u i l i b r i u m , and t o 
p r o m o t e recove ry . In t h e long run, and t o an i nc reas ing e x t e n t , th is wou ld put a 
b r a k e on the i m p r o v e m e n t o f p r o d u c t i v i t y , s ince i t w o u l d l ead t o f u r t h e r neces-
sary i m p o r t r e s t r i c t i o n s . 

I t is, t h e r e f o r e , a c o n d i t i o n o f the i m p r o v e m e n t o f the c o m p e t i t i v e n e s s o f Hun -
ga r i an indust ry t h a t t h e l eve l of p r o d u c t i v i t y be ra ised - a t least t o such an e x t e n t 
t h a t i t is not l e f t b e h i n d i t s ma jo r c o m p e t i t o r s in r espec t o f the un i t cost o f o u t -
p u t . A somewhat l o w e r p r o d u c t i v i t y l eve l t h a n t h a t p r e v a i l i n g in the advanced in -
d u s t r i a l coun t r ies is s t i l l accep tab le t o Hunga ry , s ince the wage leve l is lower in 
Hungary than in those coun t r i es . The deve lop ing c o u n t r i e s can quote f avou rab le 
p r i ces on the i n t e r n a t i o n a l m a r k e t because o f t he i r l ow wage leve ls , so Hungary 
w i l l have to compensa te f o r th is ma in l y by i nc reas ing her p r o d u c t i v i t y . 

I t is, t h e r e f o r e , ind ispensab le t h a t in t he c o m i n g decade labour p r o d u c t i v i t y 
shou ld r ise fas te r i n i n d u s t r y , and the d e t e r i o r a t i o n o f f i x e d assets e f f i c i e n c y 
shou ld slow down. As a consequence, t he r a t e o f i m p r o v e m e n t o f t o t a l p roduc -
t i v i t y should also a c c e l e r a t e . 

Tak ing such a cou rse o f deve lopment wou ld a lso he lp t o f u r t h e r the process o f 
r a d i c a l r e s t r u c t u r i n g , and encourage unders tand ing o f the c o n f l i c t s invo lved . In 
t h a t case, the number o f branches o f m a n u f a c t u r e s and groups o f p roduc ts t h a t 
a re loss-mak ing, or w h i c h c o n t r i b u t e on ly s l i gh t l y t o t he n a t i o n a l i ncome , or w h i c h 
have lost value fo r i n t e r n a t i o n a l t r ade , w o u l d d i m i n i s h . 

The re fo re , a s i g n i f i c a n t i ndus t r i a l p o l i c y t u r n is needed in the Hungar ian econ -
o m y . This t u rn engende rs a f u r t h e r d e v e l o p m e n t o f e c o n o m i c managemen t and 
c o n t r o l in several f i e l d s . 

In another s tudy a d e t a i l e d analysis was made o f the m a j o r causes o f low p ro -
d u c t i v i t y , and th is s t u d y a lso ou t l i ned the bas ic cond i t i ons and resources necessary 
f o r t he i m p r o v e m e n t o f t he p r o d u c t i v i t y o f Hungar ian i n d u s t r y . The s tudy , w h i c h 
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prov ides a p a r t i a l c o n c e p t i o n o f l ong - range p lann ing , made i t c lea r t h a t t h e f o l l o w -
ing a c t i o n s need t o r e c e i v e p a r t i c u l a r a t t e n t i o n [ 3 ] : 

1. E c o n o m i c m a n a g e m e n t and c o n t r o l organs must adopt an e c o n o m i c policy 
which f o r ces out a general improvement of the productivity (efficiency) standards. 
This p o l i c y mus t be suppor ted by a l l o w i n g t h e m a r k e t t o e x e r t i ts s e l e c t i v e i n f l u -
ence . In th i s w a y , those who w o r k m o r e e f f i c i e n t l y w o u l d be g i v e n a l a rge r scope 
f o r a c t i o n , and those l e f t beh ind w o u l d m e e t harsher cond i t i ons ; i f t he l a t t e r f a i l e d 
t o i m p r o v e t he i r p e r f o r m a n c e , t h e i r ex i s t ence wou ld be t h r e a t e n e d . E c o n o m i c m a n -
a g e m e n t and c o n t r o l o rgans shou ld p r o m o t e th i s process by means o f seve ra l m a r -
k e t - b u i l d i n g steps. O f course, i t is the progress o f the r e f o r m i t s e l f t h a t w i l l p lay 
t he m a j o r ro l e in f a c i l i t a t i n g these advances . Under such c i r c u m s t a n c e s , or in such 
p a r t i a l f i e l ds o f i ndus t r y in w h i c h t h e r e can be no c o m p e t i t i o n , o t h e r i n s t r u m e n t s 
- perhaps even d i r e c t i o n f r o m the c e n t r e - need t o be used in o rde r t o encourage 
en te rp r i ses to ra ise t he i r p r o d u c t i v i t y l eve l . These i n s t r u m e n t s mus t a lso be g i ven 
a t t e n t i o n , a long w i t h the c o n d i t i o n s necessary fo r c r e a t i n g c o m p e t i t i o n . 

2. A m o n g the measures t h a t can he lp increase p r o d u c t i v i t y , e c o n o m i c r egu la -
t i o n is o f ou t s t and ing i m p o r t a n c e . Spec ia l r e g a r d shou ld be g i v e n t o changes in the 
tax reform and enterprise income regulation. As a r esu l t o f these changes the i n -
c o m e pos i t i on o f en te rp r i ses c o u l d be m o r e w i d e l y d i f f e r e n t i a t e d ; i t seems l i k e l y 
t h a t i n 1988, nea r l y 30 per c e n t o f i n d u s t r i a l en te rp r i ses w i l l be f a c i n g a d e t e r i -
o r a t i n g f i n a n c i a l pos i t i on . H o w e v e r , the e c o n o m i c m a n a g e m e n t and c o n t r o l organs 
mus t be s t r i c t w i t h these e n t e r p r i s e s : t hey mus t no t , f o r e x a m p l e , g r a n t any f u r -
t he r a l l owances or p r e f e r e n c e s t o t h e m such t h a t t hey can i m p r o v e t h e i r i n come 
p o s i t i o n w i t h o u t i m p r o v i n g t h e i r c o s t / o u t p u t r a t i o . 5 

The taxes w h i c h w e r e i n t r o d u c e d a f t e r 1980 and w e r e a i m e d a t r e n d e r i n g some 
o f the p r o d u c t i o n resources m o r e expens ive , f a i l e d t o ra ise p r o d u c t i v i t y : e n t e r -
pr ises d i d not reach t o t h e m by r e d u c i n g the un i t cos t o f o u t p u t . 

The m a i n reason f o r t he f a i l u r e o f the p o l i c y is t h a t en te rp r i ses have f ound i t 
q u i t e easy t o s h i f t t h e i r cos ts on t o consumers . Th is is regard less o f w h e t h e r such 
costs a re in the f o r m inc reased taxes , or s o m e t h i n g else. Th is s i t u a t i o n wou ld 
change i f sales cond i t i ons w e r e no t d e t e r m i n e d u n i l a t e r a l l y by e n t e r p r i s e s , and in-
s tead t hey we re c o n f r o n t e d w i t h e x t e r n a l l y g i ven demand c o n s t r a i n t s . These con-
s t r a i n t s wou ld be shaped by d o m e s t i c c o m p e t i t o r s , f o r e i g n ( e x p o r t s - i m p o r t s ) c o m -
p e t i t i o n , and a l i m i t e d money supp ly . The m a i n po in t is t h a t such c o n s t r a i n t s should 
no t be loosened ( i .e . t he scope o f m o v e m e n t should n o t be en la rged) - n a m e l y , the 
s i t u a t i o n mus t be i m p r o v e d by the e f f o r t s o f the en te rp r i ses . 

3. I t is e x t r e m e l y i m p o r t a n t f o r p r o d u c t i v i t y ( e f f i c i e n c y ) t h a t e c o n o m i c r egu la -
t i o n be ad jus ted in such a w a y t h a t i t does no t encourage e n t e r p r i s e s t o increase 
t h e i r s t a f f or t o r e t a i n super f luous s t a f f . In r e c e n t years , w i t h a v i e w t o i nc reas -
ing e c o n o m i c o u t p u t , t he e c o n o m i c m a n a g e m e n t and c o n t r o l o rgans have assigned 
an i m p o r t a n t r o l e t o the r e g u l a t i o n o f sa lar ies , app l y i ng d i f f e r e n t f o r m s a l m o s t 
e v e r y y e a r . Desp i te t h i s appa ren t conce rn , none o f t he f o r m s o f the c e n t r a l r egu -
l a t i o n o f sa lar ies payab le in e n t e r p r i s e s have led t o a r a t i o n a l m a n a g e m e n t o f s t a f f 
numbers . For examp le , the f o r m o f i n come r e g u l a t i o n w h i c h 'pun ished ' t he o v e r -
s tepp ing o f the average l eve l o f wages pa id ou t in the p rev ious yea r , caused e n t e r -
pr ises t o inc rease t h e number o f l o w - p a i d wo rke r s . Ano the r f o r m , t he so -ca l l ed 
' sa la ry l e v e l r e g u l a t i o n ' , a l l o w e d the p a y m e n t o f h igher wages t o w o r k e r s who 
a c h i e v e d h igher leve ls o f p e r f o r m a n c e ; howeve r , th i s was l i m i t e d by t he p rogress ive 

3 In the last two or three years, the number and amount of individual preferences and sub-
sidies have grown considerably, thus it is obvious that enterprises are able to improve 
the conditions of their functioning much better and faster through the acguisition of pre-
ferential treatment for themselves, rather than by measures taken within the enterprise 
to improve productivity (often an unpopular policy, in fact). 
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w a g e taxes imposed on en te rp r i ses , because these had t h e e f f e c t o f d i scou rag ing 
h i g h e r p e r f o r m a n c e s . The a p p l i c a t i o n o f y e t ano the r f o r m o f c e n t r a l i n c o m e r e g u -
l a t i o n can be no m o r e t h a n a t e m p o r a r y so lu t i on . Wha t is needed is a p o l i c y w h i c h 
ensures a w ide s u b s t i t u t i o n o f i npu t s , as w e l l as the a s s e r t i o n o f the t o t a l p roduc -
t i v i t y o f the p r o d u c t i o n f a c t o r s . 

Wage l i b e r a l i z a t i o n , i . e . the l i f t i n g o f the c e n t r a l r e g u l a t i o n o f wage p a y m e n t s 
by en te rp r i ses , is v i a b l e and w i l l o n l y add to the i n f l a t i o n a r y pressure i f , w i t h i n 
e n t e r p r i s e s , a c o u n t e r - i n t e r e s t deve lops t o the ra i s i ng o f the wage cos ts . I t is, 
t h e r e f o r e , i m p o r t a n t t h a t the i n t e r e s t s o f en te rp r i ses s h i f t f r o m s h o r t - t e r m p r o f i t 
and wage c o n s i d e r a t i o n s t owa rds m o r e subs tan t i a l p r o f i t cons ide ra t i ons , and t o -
w a r d s respons ib i l i t y f o r en te rp r i se assets . Expe r i ence has shown t h a t i t is p r i m a r i l y 
t h e top en te rp r i se e x e c u t i v e s who need t o be made i n t e r e s t e d in i nc reas ing e n t e r -
p r i se assets. 

4. The dual r e q u i r e m e n t o f m a i n t a i n i n g f u l l e m p l o y m e n t and ra i s ing p r o d u c t i v -
i t y may come i n t o c o n f l i c t , espec ia l l y i n a shor t p e r s p e c t i v e , and in c e r t a i n f i e l ds 
o f i n d u s t r y . D ismissa ls may cause t r o u b l e s ; neve r the less , these mus t be faced , and 
p r e p a r a t i o n s mus t be m a d e t o f i n d so lu t i ons as fas t as possib le, and also t o m i n i -
m i z e the d i sadvan tages caused to t h e i n d i v i d u a l . A d e q u a t e f o recas t s o f l a rge -sca le 
d ismissa ls are needed in o rder t h a t t h e c e n t r a l and r e g i o n a l a d m i n i s t r a t i v e organs 
can he lp t o p lace t h e labour re l eased e i t h e r by c r e a t i n g new jobs, or by some 
o t h e r means. 

F o r the placement of the redundant staff t h a t w i l l appear as a consequence o f 
r e s t r u c t u r i n g and p r o d u c t i v i t y i m p r o v e m e n t in i n d u s t r y , t h r e e f i e l ds a re open in 
t h e l ong - run : 1. e m p l o y m e n t of i nc reased numbers i n t he t e r t i a r y sec to r ; 2. e m -
p l o y m e n t in i n d u s t r i a l and o ther p r o d u c i n g branches s t r u g g l i n g w i t h labour s ho r t -
ages; 3. e m p l o y m e n t i n the g r o w i n g p r i v a t e e n t e r p r i s e sphere . As fo r th is last one, 
i t seems t h a t t h e es tab l i shmen t o f independent s m a l l and m e d i u m en te rp r i ses -
t h a t can cover e a r l i e r unsa t i s f i ed d e m a n d - are t o be suppor ted th rough p r e f e r e n -
t i a l t a x a t i o n and c a p i t a l a l l o t m e n t , espec ia l l y i n t h e reg ions w h i c h a re s t r u g g l i n g 
w i t h e m p l o y m e n t d i f f i c u l t i e s . 

One o f the ways o f f i nd i ng a c h a n n e l f o r redundan t labour - app l ied also in the 
a d v a n c e d i n d u s t r i a l c o u n t r i e s - is t o reduce u n e m p l o y m e n t by reducing the working 
hours. P a r t - t i m e e m p l o y m e n t and v o l u n t a r y r e t i r e m e n t b e f o r e the n o r m a l age o f 
r e t i r e m e n t are poss ib le ways o f r e d u c i n g w o r k t i m e in H u n g a r y , and w o u l d p robab ly 
have a f avou rab le i m p a c t . The i r i n t r o d u c t i o n on a l a rge sca le, h o w e v e r , w o u l d be 
an accep tab le a l t e r n a t i v e only in t h e case o f an o v e r a l l i m p r o v e m e n t o f i n c o m e 
r e l a t i o n s . In a d d i t i o n t o the e c o n o m i c e f f e c t o f a b e t t e r u t i l i z a t i o n o f l abour , these 
ways are also s o c i a l l y i m p o r t a n t : t o l ower t he l e v e l o f f e m a l e e m p l o y m e n t is a 
p r i m a r y c o n d i t i o n f o r ra i s i ng care t o a h igher l e v e l , and may ease the burdens on 
t h e e d u c a t i o n and h e a l t h n e t w o r k s . 

5. In the f u t u r e , m o r e f r e q u e n t changes are needed in t he s t r u c t u r e o f indus-
t r i a l p roduc t i on , i n t e c h n o l o g y , and in w o r k o r g a n i z a t i o n . In add i t i on , m o r e e f f i -
c i e n t changes shou ld a lso take p lace in t h e o r g a n i z a t i o n a l sys tem o f i n d u s t r y . 
Those emp loyed in i n d u s t r y - and t h i s inc ludes e v e r y g r o u p o f wo rke rs - mus t adapt 
themselves to the changes . This r e p r e s e n t s a task w h i c h is many -s i ded and is ad-
dressed t o many i n d i v i d u a l s . The p r o b a b l e changes t h e m s e l v e s have no t y e t been 
f u l l y assessed, bu t t h i s is in f a c t a c o n d i t i o n fo r p r e p a r i n g fo r t h e m . The p repa -
r a t i o n fo r the changes a f f e c t s t he s y s t e m o f e d u c a t i o n and p ro fess iona l t r a i n i n g , 
as w e l l as the i n s t i t u t i o n s and e c o n o m i c un i ts w h i c h t a k e p a r t in adu l t t r a i n i n g , 
a d j u s t m e n t t r a i n i n g and ex tens ion t r a i n i n g . Since w h a t is i n v o l v e d is no t on ly 
changes in p r o f e s s i o n a l know ledge , bu t also inc reased m o b i l i t y in geog raph i ca l , 
s e c t o r a l , h i e r a r c h i c a l , and even in i n c o m e pos i t i ons , those w h o mus t t a k e pa r t in 
t h e p repa ra t i ons f o r m a la rge c i r c l e . 

In o rder t o i nc rease labour m o b i l i t y , i t is necessary t o d raw on c e n t r a l resources 
t o p r o m o t e t r a i n i n g and the a c q u i s i t i o n o f new p ro fess iona l know ledge . Re leased 
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labour mus t be c e n t r a l l y a i ded so t h a t i t can f i n d new e m p l o y m e n t ; howeve r , t h i s 
does not a m o u n t t o a g u a r a n t e e t h a t b o t h t he p rev ious i ncome leve l and the f o r m -
er f i e l d o f a c t i v i t y w i l l be engendered in the new e m p l o y m e n t . 

6. The h u m a n f a c t o r mus t be made - m o r e e f f i c i e n t l y t h a n b e f o r e - t o w o r k 
t owa rds t h e o b j e c t i v e s o f h igher p r o d u c t i v i t y and h i g h e r - q u a l i t y p e r f o r m a n c e . A l -
though th i s i nvo l ves material Incentives, i t is no t on ly a ques t i on o f i ncen t i ves , b u t 
also a s o c i a l ques t i on , i n t he broad sense. As long as poor p e r f o r m a n c e is 
no t un i ve r sa l l y condemned , and c o r r e c t and h i g h - q u a l i t y p e r f o r m a n c e is not u n i v e r -
sa l ly a p p r e c i a t e d , no p rogress can be made . Those a c t i v i t i e s r e q u i r i n g h igher a b i l i -
t i es , q u a l i f i c a t i o n s and respons ib i l i t i es mus t be b e t t e r r e w a r d e d - w h i c h means t h e i r 
va lue must be recogn i sed in t h e l eve l o f bas ic wages t hey r e c e i v e . 

7. Since p r o d u c t i v i t y depends on b o t h t he managers and the wo rke rs o f an e n -
t e rp r i se , t h e i r cooperation is ind ispensable in t h i s f i e l d . In o rde r t h a t th is c o o p e r a -
t i o n can c o m e a b o u t , b o t h wo rke rs and manage rs mus t b e n e f i t f r o m inc reased 
p r o d u c t i v i t y ; t h e r e a re va r i ous so lu t ions w h i c h c o u l d he lp t o p r o m o t e th is p rocess , 
i nc lud ing t h e numerous expe r i ences of t he m a r k e t economies . The e l a b o r a t i o n and 
r e c o m m e n d a t i o n o f va r i ous use fu l wage and bonus sys tems, and the e x t e n s i o n 
t r a i n i n g o f e c o n o m i c ( labour ) apparatuses, may he lp e n t e r p r i s e s t o deve lop t h e i r 
system of incentives. 

8. L a r g e l y because o f e c o n o m i c r e g u l a t i o n anoma l i es , i ncomes earned in t h e 
f i r s t and in t he second e c o n o m y have g r o w n so d i s p r o p o r t i o n a t e l y as t o make w o r k 
in t he l a t t e r a l o t m o r e advantageous t h a n w o r k in t he f o r m e r . 4 

The m u t u a l r e l a t i o n o f the f i r s t and the second economies cou ld be made m o r e 
ba lanced f r o m the aspec t o f p r o d u c t i v i t y ( e f f i c i e n c y ) , if the first economy were 
strengthened in such a way t h a t the r e q u i r e m e n t s demanded by the e c o n o m i c e n -
v i r o n m e n t c o n f r o n t i n g e n t e r p r i s e s wou ld f o r c e t he l a t t e r t o i m p r o v e the i r p r o d u c -
t i v i t y . F u r t h e r m o r e , h igher i nd i v i dua l p e r f o r m a n c e s in the f i r s t economy should be 
r e w a r d e d by h igher i ncomes . I f h igher i ncomes c o u l d be ea rned in the f i r s t e c o n -
o m y , a l b e i t t h r o u g h m o r e and b e t t e r w o r k , i t w o u l d make e m p l o y m e n t in t h e f i r s t 
economy m o r e advan tageous t h a n in the second. Th is is because the l a t t e r has c e r -
t a i n d i sadvan tages f r o m the aspects o f soc ia l w e l f a r e and h e a l t h . In the l ong - range 
p lann ing o f d e v e l o p m e n t , i nc reased a t t e n t i o n m u s t be pa id t o t he cond i t i ons n e -
cessary f o r r e d u c i n g these e f f e c t s . 

9. The e c o n o m i c and i n d u s t r i a l po l i cy d i r e c t e d a t i m p r o v i n g p r o d u c t i v i t y ( e f -
f i c i e n c y ) m u s t g i ve p r i o r i t y t o inc reas ing the capital needed for development, and 
t o encou rag ing sav ings. 

I t canno t be i gno red t h a t the coun t r i es t h a t have ach ieved the best p r o d u c t i v i t y 
resu l ts owe t h e i r success p r i m a r i l y t o t e c h n o l o g i c a l deve lopmen ts and a g rea t n u m -
ber o f i nnova t i ons . 

The f a c t t h a t p r o d u c t i v i t y has been r e f l e c t e d in such poor resu l ts in r e c e n t 
years in H u n g a r y is l a rge l y due t o the s e c t o r a l p a t t e r n o f i n v e s t m e n t s (p re fe rences 
g i ven t o t h e d e v e l o p m e n t o f the e x t r a c t i v e i ndus t r i es ) , as w e l l as t o the g e n e r a l 
r e s t r i c t i o n o f i n v e s t m e n t s . T h e r e f o r e , w i t h a v i e w t o c o n t r i b u t i n g t o the d e v e l o p -
m e n t o f a m o r e f a v o u r a b l e t r e n d o f Hunga r i an i n d u s t r i a l p r o d u c t i v i t y , the invest-
ment pattern m u s t s h i f t f u r t h e r in t he d i r e c t i o n o f the m a n u f a c t u r i n g indus t r ies . 

The i m p l e m e n t a t i o n o f these tasks can be s t a r t e d r i g h t now ; t he i r i m p a c t w o u l d 
sure ly be f e l t in t he long r u n , and even in a f e w years ' t i m e . I t is i n th is way t h a t 
t he nega t i ve processes t h a t have, for seve ra l years , been s t r eng then ing and a d -
ve rse ly a f f e c t i n g the c o m p e t i t i v e n e s s o f i n d u s t r y , c o u l d be t u r n e d back . 

4 In 1984, one investigation showed that the hourly wage paid out in the so-called 'enter-
prise economic workteams' for work of 20-50 per cent higher productivity, amounted to 
more than double the wage paid out for the same work in the main job. [4] 
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A N A L Y S I S OF THE P R O D U C T I V I T Y OF INTELLECTUAL WORKERS 

L I L L I B E R K Ó 

T w e n t y - t w o per cen t o f those e m p l o y e d in Hungar ian i ndus t ry - a n u m b e r o f ap-
p r o x i m a t e l y 300,000 - are q u a l i f i e d by labour s t a t i s t i c s as i n t e l l e c t u a l w o r k e r s . 
H o w e v e r , t he l eve l o f the i r q u a l i f i c a t i o n s , t he na tu re and i n t e l l e c t u a l c o n t e n t o f 
t he w o r k t h e y p e r f o r m , and the degree o f t he i r c r e a t i v i t y , cover a w i d e v a r i e t y o f 
f o r m s . The re are many who are i n v o l v e d in e x e c u t i v e wo rk , and t h e r e are those 
who play a determinant role in the o r g a n i z a t i o n and c o n t r o l o f p r o d u c t i o n , in m a r -
k e t r e l a t i o n s , i n t he deve lopmen t o f i n f o r m a t i o n systems in t he p r e p a r a t i o n o f de-
c is ions , and last bu t no t least , in r e s e a r c h and deve lopmen t . The p o t e n t i a l i n f l u -
ence th is g roup e x e r t s on en te rp r i se , and t he reby on na t iona l e c o n o m i c c a p a c i t y is, 
t h e r e f o r e , g r e a t e r t han t he i r n u m e r i c a l p resence. I n f o r m a t i o n on the p r o d u c t i v i t y 
o f i n t e l l e c t u a l wo rke rs is r e l a t i v e l y s c a r c e . Compu ta t i ons o f labour p r o d u c t i v i t y 
a re based, as a ru l e , on the t o t a l number o f the emp loyed , and m a n u a l w o r k e r s are 
i nc l uded w i t h i n the c o m p u t a t i o n s . This is a lso the p r a c t i c e in H u n g a r i a n i n d u s t r i a l 
e c o n o m i c s . The p r o d u c t i v i t y o f i n t e l l e c t u a l work seems to have been neg lec ted , 
because no o b j e c t i v e and e x a c t m e t h o d e x i s t s f o r measur ing i t ; th is is p a r t i c u l a r l y 
t he case w i t h r e f e r e n c e t o those t a k i n g p a r t in m a t e r i a l p roduc t i on . 

Over t he las t f i f t e e n years a c e r t a i n t endency has been deve lop ing in the ad -
vanced i n d u s t r i a l coun t r i es : n a m e l y , t h e sphere of those whose p r o d u c t i v i t y is 
m o n i t o r e d and ana lysed has been c o n s t a n t l y g row ing , in sp i te o f the d i f f i c u l t i e s in 
f i n d i n g r e l i a b l e ind ices o f m e a s u r e m e n t . I t is t r u e t h a t the e f f o r t s a re no t a i m e d 
a t e l a b o r a t i n g e x a c t n u m e r i c a l da ta , b u t at i m p r o v i n g the work p e r f o r m a n c e o f 
those engaged in i n t e l l e c t u a l a c t i v i t i e s . The r ise in the p r o d u c t i v i t y o f i n t e l l e c t u a l 
w o r k is expressed by indirect indicators (e.g. reduced hours o f a d m i n i s t r a t i o n , r e -
duced l e n g t h o f t i m e fo r the d e v e l o p m e n t o f a new p r o d u c t , i nc reased r e c e i p t s 
f r o m sales o w i n g t o the e f f i c i e n t w o r k o f one or another sec t i on o f t he e n t e r p r i s e , 
and f a v o u r a b l e changes in the m o v e m e n t o f labour . C h a r a c t e r i s t i c a l l y , g roup p e r -
f o r m a n c e is g i ven m o r e a t t e n t i o n t h a n i n d i v i d u a l p e r f o r m a n c e . The reason f o r th i s 
is t h a t in m o s t i n t e l l e c t u a l a c t i v i t i e s , t h e p e r f o r m a n c e w i t h i n a g roup , a d e p a r t -
m e n t , or a s e c t i o n a re c lose ly i n t e r r e l a t e d . 

A l t h o u g h i t is d i f f i c u l t t o express t h e p r o d u c t i v i t y o f i n t e l l e c t u a l wo rk d i r e c t l y 
on t he basis o f vo l ume or value o f o u t p u t , it is evident, if there is failure or per-
formance In this field. The recen t t e n d e n c y in the w o r l d m a r k e t suggests t h a t 
t h e r e is a s t r e n g t h e n i n g demand fo r those p roduc ts w h i c h are o f h igh added va lue 
and w h i c h r e q u i r e a h igh i n t e l l e c t u a l w o r k c o n t e n t fo r t he i r p r o d u c t i o n . In l ook ing 
f o r the causes o f the low and d e t e r i o r a t i n g compe t i t i veness o f H u n g a r i a n i n d u s t r i a l 
p roduc ts on the w o r l d m a r k e t , and o f t h e inc reas ing t e c h n o l o g i c a l gap, i t appears 
t h a t a c o n n e c t i o n ex i s t s be tween t h e above phenomenon and the f a c t t h a t the 
c r e a t i v e energy o f a great number o f i n t e l l e c t u a l wo rke rs is not s u f f i c i e n t l y used. 
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A n analysis o f the a c t i v i t i e s o f i n t e l l e c t u a l w o r k e r s is a t i m e l y research task 
because, beyond a f e w genera l s t a t e m e n t s , we do no t have adequate know ledge o f 
the p r o d u c t i v i t y o f the w o r k p e r f o r m e d by th i s g roup . Th is a r t i c l e presents t he 
f i r s t resu l ts o f an i n v e s t i g a t i o n w h i c h c e n t r e d on the p e r f o r m a n c e leve l and p r o d u c -
t i v i t y of i n t e l l e c t u a l wo rke rs . These resu l t s are not on ly use fu l in themse lves -
they also p rov ide t h e basis f o r f u r t h e r r esea rch w o r k . 

The A r e a C o v e r e d by t he I n v e s t i g a t i o n and t h e M e t h o d Used 

D a t a were g a t h e r e d f r o m the enterprises o f four d i f f e r e n t branches, and these 
cover the c o m p l e t e range of i n t e l l e c t u a l wo rke r s . In a d d i t i o n t o e l a b o r a t i n g t he 
s t a t i s t i c a l da ta o f en te rp r i ses , the i n v e s t i g a t i o n r e l i e d a lso on e x p e r t op in ions and 
assessments. On the one hand, the top e x e c u t i v e s i n v o l v e d in the d i f f e r e n t i n t e l -
l e c t u a l areas spoke abou t the p r o d u c t i v i t y o f the w o r k p e r f o r m e d by the i n t e l l e c -
t u a l wo rke rs w i t h i n t h e i r f i e l d , and about the genera l p r o b l e m s concern ing the p e r -
f o r m a n c e o f these w o r k e r s . On the o the r hand, the i n t e l l e c t u a l wo rke rs themse lves 
answered our ques t ions . I n t e r v i e w s w e r e made w i t h t he t o p - l e v e l economic and 
t e c h n i c a l e x e c u t i v e s of the en te rp r i ses , as w e l l as w i t h those o f the c o m m e r c i a l 
sec t ions. In t he case o f la rge en te rp r i ses w i t h f a c t o r y un i t s s i t ed a t d i f f e r e n t l o -
ca t i ons , the heads o f those un i ts we re a lso i n t e r v i e w e d . 

Our i n v e s t i g a t i o n was p r a g m a t i c in t he sense t h a t t h e concep t o f p r o d u c t i v i t y 
was handled w i t h a c e r t a i n degree o f f l e x i b i l i t y . Those i n t e r v i e w e d were g iven 
f r e e d o m to i n t e r p r e t the p r o d u c t i v i t y o f i n t e l l e c t u a l w o r k e r s as they though t best , 
b o t h w i t h r e g a r d t o the g i ven a rea and the spec i f i c a c t i v i t y i n quest ion; n a m e l y , 
it was left to the interrogated to determine the content of the concept of produc-
tivity. 

In th is a r t i c l e , t h e resu l ts of the i n v e s t i g a t i o n are p resen ted in t w o pa r t s , in 
c o n f o r m i t y w i t h t he chosen me thod . F i r s t , the c o m p o s i t i o n of the i n t e l l e c t u a l 
w o r k e r s w i l l be s u m m a r i l y p resen ted on the basis o f e n t e r p r i s e labour s t a t i s t i c s ; 
second, the m o r e gene ra l f a c t s conce rn ing the p r o d u c t i v i t y o f th is g roup w i l l be 
set f o r t h , based p r i m a r i l y on sub jec t i ve op in ions . C e r t a i n types of i n t e l l e c t u a l a c -
t i v i t y w i l l be g i ven spec ia l a t t e n t i o n . 

The Pos i t i on o f I n t e l l e c t u a l Worke rs as 
R e f l e c t e d by S t a t i s t i c s 

The en te rp r i ses under e x a m i n a t i o n belong to branches which require intellectual 
work for different purposes. 

The t e x t i l e i n d u s t r y (en te rp r i ses A and B) is no t a h igh l y i n t e l l e c t u a l - w o r k - i n t e n -
s ive branch, s ince i t s f u n d a m e n t a l t echno log ies have h a r d l y changed over t he cen -
t u r i e s . Intellectual investments into i n n o v a t i o n in the p r o d u c t i o n o f t e x t i l e s are no t 
p r i m a r i l y a imed a t t he m o d e r n i z a t i o n o f techno log ies , bu t a t t he continuous im-
provement of fashion, marketing, and strategies for the development of trade-
marks. 

The cosmetic and household chemical industry ( en te rp r i se C) is an i n t e l l e c t u a l -
w o r k - i n t e n s i v e spec ia l b ranch . The en te rp r i ses in th is b r a n c h e m p l o y a large n u m -
ber o f i n t e l l e c t u a l w o r k e r s , and they are c o n s t a n t l y exposed t o the in f luences o f 
t h e w o r l d m a r k e t . A n o t h e r i m p o r t a n t f i e l d o f i n t e l l e c t u a l a c t i v i t y is the deve lop-
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m e n t o f a t r a d e - m a r k s t r a t e g y and, f r e q u e n t l y , the es tab l i shmen t o f the e n t e r -
p r i se ' s o w n business n e t w o r k . 

M e c h a n i c a l eng inee r i ng and, w i t h i n i t , the engineering of machines for the 
chemical industry ( en te rp r i se D) is h igh ly i n t e l l e c t u a l - w o r k - i n t e n s i v e . This is f u r -
t h e r enhanced by the f a c t t h a t t o d a y e l e c t r o n i c s is fas t b e c o m i n g i n t e g r a t e d i n t o 
t he m a n u f a c t u r i n g techno log ies . Consequen t l y , new r e q u i r e m e n t s are ra ised and 
t h e r e is t he need f o r new types o f q u a l i f i c a t i o n in the r e l e v a n t areas o f i n t e l l e c -
t u a l a c t i v i t y . 

The da ta in Table 1 a re t o be e v a l u a t e d in l i gh t o f the a b o v e - m e n t i o n e d d e t a i l s . 
F o r those en te rp r i ses under e x a m i n a t i o n , and in accordance w i t h the c h a r a c t e r -

i s t i c s spec i f i ed above , the p r o p o r t i o n o f i n t e l l e c t u a l wo rke rs is l owes t in the t e x -
t i l e i n d u s t r i a l en te rp r i ses , h ighest i n m e c h a n i c a l eng ineer ing , a n d the c h e m i c a l in -
d u s t r i a l o r g a n i z a t i o n is s i t u a t e d in the m i d d l e . Du r ing the p e r i o d under e x a m i n a -
t i o n , t he number o f intellectual workers fell in th ree o f t he fou r en te rp r i ses , 
whe reas the i r pe r cen tage share in the t o t a l s t a f f number ha rd l y changed. 

Table 1 

The number o f in te l lectua l workers and their percentage share 
in the to ta l s ta f f number 

o f the organizations examined in 1980 and 1986 

E n t e r p r i s e 1980 1986 
number % number % 

A ( t e x t i l e i ndus t ry ) 2909 22.1 2171 22.8 
В ( t e x t i l e i ndus t ry ) 1044 19.8 951 21.2 
С ( c h e m i c a l i ndus t r y ) 366 22.2 414 23.2 
D ( m e c h a n i c a l en -

g i nee r i ng ) 322 39.2 229 37.0 

Table 2 p resents t he c o m p o s i t i o n o f i n t e l l e c t u a l worke rs a c c o r d i n g to t he labour 
s t a t i s t i c s . 

Table 2 

The number of in te l lectua l workers and their percentage share 
in the d i f fe ren t s ta f f groups in 1986 

E n t e r p r i s e s 
S t a f f groups A B С D 

number % number % number % number 

T e c h n i c a l s t a f f 738 34.0 335 35.2 154 37.2 83 36.2 
A d m i n i s t r a t i o n , 

t r a d e , e c o n o m i c 
m a n a g e m e n t 766 35.3 313 32.9 145 35.0 83 36.2 

H e a l t h , c u l t u r e 133 6.1 30 3.2 6 1.4 2 0.9 
A c c o u n t i n g , f i -

nance, o ther 
t r a n s a c t i o n s 534 24.6 273 28.7 109 26.4 61 26.7 

T o t a l 2171 100.0 951 100.0 414 100.0 229 100.0 
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A l i t t l e over a t h i r d o f the i n t e l l e c t u a l w o r k e r s c o n s t i t u t e the t e c h n i c a l s t a f f 
( the t o t a l i n d u s t r i a l f i g u r e : 44.1 per cen t ) ; the p r o p o r t i o n o f i n t e l l e c t u a l w o r k e r s in 
a d m i n i s t r a t i o n , e c o n o m i c managemen t and t r a d e is l o w e r . The p r o p o r t i o n o f those 
engaged in a c c o u n t i n g , f inances , and o the r k inds o f t r a n s a c t i o n make up (at n e a r l y 
eve ry p lace e x a m i n e d ) about a qua r t e r o f the i n t e l l e c t u a l w o r k e r s - thus r e p r e s e n t -
ing a p p r o x i m a t e l y 5 per cen t o f the t o t a l s t a f f number o f en te rp r i ses . 

W i th the e n t e r p r i s e s examined , t he re seems t o be a t e n d e n c y in wh i ch the pro-
portion of the technical staff is decreas ing, that of administrative and trade w o r k -
ers is g rowing, and the proportion of workers in accounting, finance, and other 
t ransac t ions is slowly decreas ing . The f a l l i n g p r o p o r t i o n o f t e c h n i c a l s t a f f is he ld 
t o be an ' u n h e a l t h y ' process in the en te rp r i ses . The g r o w t h o f the number o f w o r k -
ers in a d m i n i s t r a t i o n and t r ade is p a r t l y exp la ined by o r g a n i z a t i o n a l reasons and 
p a r t l y , among o t h e r th ings , by the i n t e g r a t i o n o f new a c t i v i t i e s i n t o the e n t e r p r i s e 
o rgan i za t i on ( fo r e x a m p l e , t he es tab l i shmen t o f an independen t f o re ign t r a d e sec-
t i on ) . The dec l i ne in t h e number o f s t a f f in a c c o u n t i n g and f i nance is a l r e a d y a 
- a lbe i t modest - s ign o f the e m p l o y m e n t o f c o m p u t e r t e c h n o l o g y . 

S t a f f f igures g r o u p e d by areas of activity p rov ide m o r e i n f o r m a t i o n on the c o n -
ten t s of the i n t e l l e c t u a l f i e l ds of wo rk (see Table 3). A c c o r d i n g t o these d e t a i l s , 
t he m a j o r i t y o f i n t e l l e c t u a l wo rke rs a re engaged in t h e f i e l d o f a d m i n i s t r a t i o n and 
management o f e c o n o m i c a f f a i r s . The re is a r a t h e r w i d e d ispers ion in the p e r -
cen tage share o f t h e i n t e l l e c t u a l wo rke rs engaged in the sphere o f d i r ec t p r o d u c -
t i o n (even w i t h r e g a r d t o the en te rp r i ses be longong t o t he same sec to r ) . F i n a l l y 
i t is a s i gn i f i can t f a c t t h a t o f a l l the i n t e l l e c t u a l w o r k e r s , on l y 2-7 per cen t a re 
engaged in r esea rch and deve lopmen t . The i r share is even narrower (1-3 per c e n t ) 
in respect of the t o t a l s t a f f number o f en te rp r i ses . 

Table 3 

Distr ibut ion of in te l lectual workers 
by fields of ac t i v i t y in 1986 

percen tage 

F ie l d o f a c t i v i t y A В С D 

Research and deve lopmen t 4 .6 2.0 7 .0 7.4 
A d m i n i s t r a t i o n and eco-

n o m i c m a n a g e m e n t 42.1 65.4 57 .0 * 57.1 
Genera l a d m i n i s t r a t i o n 17.4 21.0 11.0* 4.4 
P r e p a r a t i o n and i m p l e m e n t a -

t i o n o f p r o d u c t i o n 36.9 11.6 21.0* 31.1 

T o t a l 100.0 100.0 100.0 100.0 

* factory units of regional location not included 

Abou t a qua r t e r or a t h i r d o f the i n t e l l e c t u a l wo rke rs have a low level of quali-
fication: they have c o m p l e t e d only the e igh t grades o f t he p r i m a r y school . A l -
though this r a te is l o w e r i n g as a n a t i o n a l t endency , in 50 per cen t o f the e n t e r -
pr ises in the samp le t he number of u n q u a l i f i e d worke rs has somewhat g r o w n in 
compar ison w i t h 1980. Abou t one ha l f (45-60 per cen t ) o f the i n t e l l e c t u a l 
w o r k e r s have m e d i u m - d e g r e e q u a l i f i c a t i o n . The r a t e o f i n t e l l e c t u a l s ho ld ing u n i v e r -
s i t y degrees d isp lays cons iderab le v a r i e t y in t h e d i f f e r e n t sec to rs . As fo r a t e n d -
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ency , t he r a t e o f t he q u a l i f i e d g r o u p is r is ing , though as c o m p a r e d w i t h t he t o t a l 
number of e n t e r p r i s e s , t he r a t e of professionals Is still slight (3-8 per cent). 

F i n a l l y i t is t o be no ted t h a t abou t a t h i r d of the i n t e l l e c t u a l w o r k e r s ho ld some 
k i n d o f manag ing post , whereas two-thirds are subordinates. 

A l l cons ide red , t he s t a t e m e n t can be made even upon basis o f th is r e l a t i v e l y 
s m a l l sample t h a t t he m a j o r i t y o f the ' i n t e l l e c t u a l w o r k e r s ' e m p l o y e d w i t h the i n -
d u s t r i a l e n t e r p r i s e s have low q u a l i f i c a t i o n s , only a f e w are engaged in r e s e a r c h 
and d e v e l o p m e n t o f p roduc ts and techno log ies , and a lso a s m a l l number c a r r y on 
genu ine e c o n o m i c a c t i v i t y . 

Judgement o f the Product iv i ty of In te l lec tua l Ac t iv i ty 
on the Enterprise's Port 

In the course o f the i n v e s t i g a t i o n , we cou ld see t h a t e n t e r p r i s e s he ld t he p r o d u c -
t i v i t y o f i n t e l l e c t u a l w o r k t o be an issue o f i m p o r t a n c e . Even w i t h o u t e x a c t n u m e r -
i c a l i n f o r m a t i o n , t hey f ee l t h a t considerable reserves lie hidden in th is f i e l d . En-
t e r p r i s e managers a re , howeve r , no t i n t e r e s t e d in r e v e a l i n g and m a k i n g use o f 
these as y e t , bu t on ly i f " t h e w o r s t comes t o the w o r s t . " A t t he same t i m e , many 
have f o r m e d the op in ion t h a t t he intellectual workers' performance cannot really 
go beyond the limits set by enterprises and economic conditions; t h e r e f o r e , t h e y 
see on ly a s l i m chance o f a ' b r e a k - t h r o u g h ' . 

The f a c t t h a t the average wages and average earn ings o f i n t e l l e c t u a l w o r k e r s in 
i ndus t r y are no t much m o r e t h a n those o f manua l w o r k e r s does no t p rov ide the 
i n c e n t i v e fo r h igher p e r f o r m a n c e s on the pa r t of the f o r m e r . In 1986, fo r e x a m p l e , 
t h e average wages of i n t e l l e c t u a l w o r k e r s exceeded those o f m a n u a l w o r k e r s by 
on ly 26 per c e n t , and t h e i r ave rage earn ings exceeded the l a t t e r by 29 per c e n t 
[ 2 ] . In a d d i t i o n , i t seems t h a t i n t h i s f i e l d the analyses m a d e in p r e p a r a t i o n f o r 
t h e r e f o r m o f t he wages sys tem have led t o the wo rs t d i s p r o p o r t i o n s in wage d is -
t r i b u t i o n [1 ] . 

The op in ion o f c e r t a i n e n t e r p r i s e spec ia l is ts also deserves a t t e n t i o n - n a m e l y , 
t h a t the average productivity standards of manual and Intellectual workers do no t 
d e v i a t e t o any cons ide rab le e x t e n t . In o the r words, i f t h e r e is ' o v e r p r o d u c t i o n ' in 
t h e f i e l d of i n t e l l e c t u a l a c t i v i t i e s , i t is f i r s t o f a l l i n r e s e a r c h and d e v e l o p m e n t 
t h a t s t a f f n u m b e r s w i l l be ou t ; on t he o the r hand, research and deve lopmen t m i g h t 
p roduce resu l t s w h i c h cannot be used by the e n t e r p r i s e . A t p resen t , b o t h f a c t o r s 
t e n d t o cause c o n f l i c t s ; t h e r e f o r e en te rp r i ses t r y t o a v o i d t h e m . 

The p r o d u c t i v i t y o f i n t e l l e c t u a l a c t i v i t i e s can be measured , in c e r t a i n f i e l d s , by 
c a l c u l a t i n g t he t i m e spent in a c c o m p l i s h i n g some task . In e n t e r p r i s e p r a c t i c e , h o w -
eve r , th i s makes the object of bargaining dependent on time-limits, thus r e n d e r i n g 
i t imposs ib le t o e v a l u a t e changes in p r o d u c t i v i t y . Th is is because the t i m e a v a i l a -
b le f o r the a c c o m p l i s h m e n t o f a g i v e n task does no t p r i m a r i l y depend on the c o m -
p l e x i t y and w o r k - i n t e n s i t y o f t he t ask , bu t more on the powe r r e l a t i o n s b e t w e e n 
managers and s t a f f . On accoun t o f severa l c i r c u m s t a n c e s t a k e n t o g e t h e r ( w o r k -
shop d e m o c r a c y , low wages, e t c . ) , i t is usual ly the subord ina tes t h a t come ou t as 
w inne rs . Thus a fa lse p i c t u r e is p roduced : someone obse rv i ng t h e t i m e - l i m i t set 
by h i m s e l f is i m m e d i a t e l y rega rded as a good w o r k e r . The d e m o r a l i z i n g and g e n e r -
a l l y u n f a v o u r a b l e e f f e c t o f th i s on t h e p r o d u c t i v i t y o f i n t e l l e c t u a l wo rke rs is q u i t e 
obv ious . 

Spec ia l i s ts p laced i m p o r t a n c e on the p r o d u c t - c e n t r e d m a n a g e m e n t and c o n t r o l 
s y s t e m because o f the ro le i t p lays in ra i s ing the p r o d u c t i v i t y o f i n t e l l e c t u a l a c t i v -
i t i e s ; put ano the r way , the s y s t e m enables the o u t p u t s and respons ib i l i t i es o f i n -
t e l l e c t u a l w o r k e r s t o be c l e a r l y seen. 
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The p r o d u c t i v i t y o f i n t e l l e c t u a l w o r k was e x a m i n e d in d e t a i l in t h e f o l l o w i n g 
f i e l d s : p roduc t i on , r e s e a r c h and d e v e l o p m e n t a c t i v i t i e s ( p roduc t and m a n u f a c t u r -
ing) , and t r a d i n g a c t i v i t i e s . The reason f o r t he d i s t i n c t i o n is t h a t t h e measur ing o f 
o u t p u t s and the c o n t e n t s o f p r o d u c t i v i t y a re d i f f e r e n t in those f i e l d s . 

Technical Staff Preparing and Controlling Production 

A m o n g the t e c h n i c a l s t a f f o f i ndus t r i a l e n t e r p r i s e s t he l a rges t g roup is usual ly t h a t 
o f wo rke rs engaged in p r o d u c t i o n . P r e p a r a t i o n and c o n t r o l o f p r o d u c t i o n are b o t h 
bas i ca l l y ' supp ly ' and ' a u x i l i a r y ' a c t i v i t i e s . Thus they are t o t a l ' se rvan ts ' of the 
p r o d u c t i o n process. As e n t e r p r i s e spec ia l i s t s say, tasks jus t ' a r i se ' , i .e . they are 
r a r e l y p lanned. T h e r e f o r e , the t i m e needed f o r t h e i r a c c o m p l i s h m e n t is d i f f i c u l t t o 
s p e c i f y . In t he f i e l d s o f b o t h p r e p a r a t i o n and c o n t r o l o f p r o d u c t i o n , the bulk o f 
t h e w o r k is r e p r e s e n t e d by d a i l y r o u t i n e tasks . I m p l e m e n t a t i o n o f these tasks cou ld 
be p r o m o t e d t h r o u g h the use o f l oca l c o m p u t e r i z e d sys tems , i n s t r u m e n t s m o n i t o r -
ing t he p r o d u c t i o n p rocess , and o the r means o f c o m p u t e r t e c h n o l o g y . In th ree ou t 
o f f ou r en te rp r i ses , h o w e v e r , the m e c h a n i z a t i o n s tandards and me thods o f p roduc -
t i o n c o n t r o l w e r e q u a l i f i e d as be ing on the l e v e l o f the 1930 and 50s. 

En te rp r i se spec ia l i s t s expressed the op in ion t h a t the lag in the introduction of 
modern production control methods is not p r i m a r i l y due t o a lack o f money, bu t 
t h e consequence o f a ' f u n d a m e n t a l l y c o n s e r v a t i v e p r o d u c t i o n ph i losophy ' . "Fo r 
seve ra l decades, p r o d u c t i o n has been go ing on p r a c t i c a l l y unchanged ; at mos t , a 
f e w mach ines and c e r t a i n p roduc ts are r e p l a c e d f r o m t i m e t o t i m e , " said the f i -
n a n c i a l manager o f one o f the large e n t e r p r i s e s . O t h e r w i s e , i t is t o be no ted tha t 
no subs tan t ia l o r g a n i z a t i o n a l changes have been e f f e c t u a t e d in th is f i e l d in any o f 
t h e en te rp r i ses . 

I n t e l l e c t u a l w o r k e r s engaged in the sphere o f p r o d u c t i o n are supposed to be 
m o t i v a t e d by c e r t a i n s p e c i a l tasks the a c c o m p l i s h m e n t o f w h i c h q u a l i f i e s t h e m f o r 
a p r e m i u m p a y m e n t . The e x i s t i n g wages and i n c e n t i v e s y s t e m is, h o w e v e r , inade-
q u a t e fo r f o r c i n g ou t any g r o w t h o f p r o d u c t i v i t y , s ince t h e o u t w o r n p roduc t i on 
c o n t r o l m e t h o d is i n c a p a b l e o f ca l l i ng f o r t h any reserves . 

A s i gn i f i can t g roup r e p r e s e n t e d in the p r o d u c t i o n sphere is composed of the 
heads o f f a c t o r y u n i t s ; as f a c t o r y managers or t e c h n i c a l d i r e c t o r s , t hey are in f a c t 
m e m b e r s of the m a i n headqua r t e r s o f t he e n t e r p r i s e . In p r a c t i c e , howeve r , they 
a re engaged, s i m i l a r l y t o t h e i r s t a f f desc r i bed above, in p r o v i d i n g adequate cond i -
t i o n s o f p r o d u c t i o n . T h e y spend a g rea t dea l o f t he i r energy on secur ing these con-
d i t i o n s - cond i t i ons w h i c h w o u l d be t a k e n f o r g ran ted in a w e l l - o r g a n i z e d econ-
o m y . A lso , m u c h o f t h e i r t i m e and i n t e l l e c t u a l c a p a c i t y is absorbed by t he i r t r y i n g 
t o f u l f i l a l o t o f p r e s c r i p t i o n s , mos t o f t h e m o u t d a t e d . Since the sys tem o f i ncen-
t i v e s app l ied to t h e m is c l e a r l y q u a n t i t y - o r i e n t e d , there is nothing, beyond the in-
dividual interest they take in their own subject, to make better use of their quali-
fication and intellectual capital. 

Research and Development Activities 

The s t a f f engaged in technological development and in t h e i m p l e m e n t a t i o n and con -
t r o l o f i n ves tmen t s a r e , in mos t cases, r e q u i r e d t o ' i n v e n t ' so lu t ions w i t h i n a g iven 
t i m e - l i m i t ; t hey a lso have to i m p l e m e n t i n v e s t m e n t s in t i m e and w i t h i n the p r e -
sc r i bed e x p e n d i t u r e . T h e i r i n c e n t i v e is a lso a t t a c h e d t o these f a c t o r s . Specia l p re -
m i u m payments (or r e w a r d s by o the r r i g h t s above the bas ic wage) are d i r e c t l y a t -
t a c h e d to spec i f i c tasks . The earn ings o f th i s g roup, h o w e v e r , a re no t p r o p o r t i o n -
a t e t o the r e s p o n s i b i l i t y i n v o l v e d in t h e i m p l e m e n t a t i o n o f i n v e s t m e n t s under the 
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e x i s t i n g e c o n o m i c cond i t i ons , nor do such earn ings r e f l e c t the d i f f i c u l t i e s i nvo l ved 
in dea l i ng w i t h c e r t a i n f o r c e d so lu t ions ( in mos t cases the o v e r c o m i n g o f m a t e r i a l 
shor tages) . 

In t w o o f t he en te rp r i ses , t he s i t u a t i o n o f those engaged in r esea rch and d e v e l -
opmen t c o n c e r n i n g m e c h a n i z a t i o n and a u t o m a t i o n was spoken o f as 'd is t ress ing 1 . 
For e x a m p l e , in t he m e c h a n i c a l eng inee r i ng e n t e r p r i s e c o v e r e d by t he i nves t i ga -
t i o n , the resea rch and d e v e l o p m e n t s t a f f we re a l m o s t e x c l u s i v e l y w o r k i n g on 
p u t t i n g i n t o o p e r a t i o n a new robo t and on r e p a i r i n g i t s f u n c t i o n a l d i s tu rbances . 
They had ha rd l y any t i m e l e f t t o w o r k t owa rds the s o l u t i o n o f p rob lems in some 
o the r f i e l ds . Th is was a t a t i m e when i t was no t even in t h e e n t e r p r i s e ' s i n te res t 
t o make use o f the advan tages o f f e r e d by the r o b o t , s ince i t c o u l d ach ieve s u i t a -
b le e c o n o m i c resu l t s w i t h t he t r a d i t i o n a l me thods (as the g i v e n l e v e l o f p roduc -
t i v i t y and cos ts ) . 

Under such c i r c u m s t a n c e s , t h e r e f o r e , even the mos t h igh ly q u a l i f i e d researchers 
w o r k a t a l ow p r o d u c t i v i t y l e v e l . The reason fo r th i s has n o t h i n g t o do w i t h t he i r 
approach to w o r k , but is d i r e c t l y r e l a t e d t o a l o t o f f a c t o r s q u i t e beyond t he i r 
c o n t r o l . 

The more f a v o u r a b l e cases seem t o be the ones w h i c h show the way the i n t e l -
l e c t u a l c a p a c i t y o f those engaged in p r o d u c t i o n d e v e l o p m e n t is t u r n e d to use a t 
a t i m e when i n v e s t m e n t resources , i nc l ud ing those f o r m a c h i n e r y , a re l i m i t e d : th i s 
r e f e r s t o abou t a t h i r d o f the cases w h i c h have o c c u r r e d i n t he last f i v e years . 
The manag ing d i r e c t o r o f one en te rp r i se expressed the f o l l o w i n g op i n i on : " i n t e l -
l e c t u a l p e r f o r m a n c e is not t r u l y expressed by the number o f mach ines purchased 
and pu t i n t o o p e r a t i o n . Good use of our i n t e l l e c t u a l p o t e n t i a l is i n d i c a t e d i f we 
ach ieve success on the m a r k e t . " The managers o f the e n t e r p r i s e r e g a r d the d i v e r -
s i f i c a t i o n o f a c t i v i t i e s as a key t o good m a r k e t resu l t s and t r y t o d i r e c t t he en-
erg ies of the s t a f f engaged in p r o d u c t i o n deve lopmen t t o w a r d s th i s end, so t h a t 
the l a t t e r a re now w o r k i n g m o r e l i ke en t rep reneurs . 

The a c t i v i t i e s o f the resea rch and development staff have w i d e l y d i f f e r e n t a ims 
and o b j e c t i v e s in the d i f f e r e n t sec to rs . O f the m a n i f o l d expe r i ences we have g a t h -
e red , the e x a m p l e of the t e x t i l e designers w i l l be g i ven b e l o w ; the a r t i s t i c con -
t e n t o f t he i r w o r k p rov ides a good e x a m p l e o f the d i f f i c u l t y o f measu r ing ou tpu t 
in i n t e l l e c t u a l spheres o f a c t i v i t y . 

Research and d e v e l o p m e n t s t a f f i n the t e x t i l e i ndus t ry a re e x p e c t e d t o be w e l l -
i n f o r m e d in m a t t e r s o f f ash ion , t o a n t i c i p a t e c u s t o m e r s ' r e a c t i o n s , and to app ly 
a h i g h - l e v e l a r t i s t i c k n o w l e d g e in t he i r w o r k . Thus any j u d g e m e n t on the p roduc -
t i v i t y o f these a c t i v i t i e s mus t be based on d i f f e r e n t cons ide ra t i ons . En te rp r i se 
managers assume t h a t a des igners ' p e r f o r m a n c e can be e v a l u a t e d on the basis o f 
t he share o f the sales o f h is ' o w n ' designs w i t h i n t o t a l sales. As aga ins t th i s , de-
s igners are o f t h e op in ion t h a t i nd i ca to r s o f th i s k i n d on ly r e f e r t o t h e a b i l i t y t o 
sa t i s f y mass demand , and h a r d l y r e f l e c t any a r t i s t i c s tandards , or the des igner 's 
p e r f o r m a n c e . I n t e r n a t i o n a l compar i sons may also he lp t o judge the l eve l o f pe r -
f o r m a n c e : in c o u n t r i e s w i t h h i gh l y advanced t e x t i l e i ndus t r ies , no t even the b iggest 
compan ies e m p l o y such l a rge s t a f f s o f des igners, as Hunga r i an en te rp r i ses do. One 
resu l t o f th i s is t h a t t he des igners ' wage (or the c o m m i s s i o n fees pa id t o ou ts ide 
designers) a re m u c h h igher t h a n t h e Hungar ian spec ia l i s t s ' . 

The p r o d u c t i v i t y o f a c t i v i t i e s c a r r i e d on in the research and d e v e l o p m e n t w o r k -
shops should be v i e w e d a long w i t h the low p r o d u c t i v i t y o f t he phase t h a t f o l l o w s 
a c t u a l des ign ing - n a m e l y , the p r e p a r a t i o n fo r p r i n t i n g phase; in t h i s f i e l d no t 
even the f u n d a m e n t a l e q u i p m e n t is ava i l ab le t o en te rp r i ses . 

The lag in p r o d u c t i v i t y in Hunga ry seems even b igger in an i n t e r n a t i o n a l c o m -
par ison s ince c o m p u t e r i z e d C A D / C A M systems a re g radua l l y be ing i n t r o d u c e d in 
t e x t i l e des ign ing in t he advanced i n d u s t r i a l c o u n t r i e s . These sys tems a re today 
used in a r e l a t i v e l y n a r r o w c i r c l e , ye t they a re spread ing fas t and, a c c o r d i n g to 
spec ia l i s ts , i f Hungary does no t move now, her lag w i l l be i r r e c o v e r a b l e in 3 -4 
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yea rs . I t is t o be n o t e d t h a t t h e a p p l i c a t i o n o f t he said sys tems may render t he 
t e x t i l e des igner 's w o r k unnecessary , s ince any capab le w o r k e r can p roduce an un-
l i m i t e d number and v a r i e t y o f designs w i t h t he i r a id . 

Trade Activities 

I n t h e t rade sec t i ons , t he measuring of outputs and the f i n a n c i a l i n c e n t i v e s f o r i m -
p r o v i n g the o u t p u t s a re not impossible in t he m a j o r i t y o f the e x i s t i n g areas o f a c -
t i v i t y : commiss ion on the vo lume so ld shou ld be gua ran teed , and p r o f i t a b l e business 
t r a n s a c t i o n s shou ld be rewarded , such as sales or purchase w i t h m o r e advan tageous 
t e r m s . Such a s y s t e m , howeve r , does no t f u n c t i o n , or f u n c t i o n s on ly occas iona l l y , 
w i t h the en te rp r i ses under e x a m i n a t i o n . 

En te rp r i ses a re n o t p a r t i c u l a r l y i n t e r e s t e d in e v a l u a t i n g t h e i r t r a d e po l i c y a c t i v -
i t i e s (marke t r e s e a r c h , pub l i c r e l a t i o n s , e t c . ) . None o f t he e n t e r p r i s e s app l ies , f o r 
e x a m p l e the m e t h o d s , k n o w n f r o m l i t e r a t u r e , w h i c h a re ap t t o measure the suc-
cess o f p u b l i c i t y campa igns . The e n t e r p r i s e spec ia l i s ts i n t e r v i e w e d be l i eve t h a t the 
p r o d u c t i v i t y o f t h e i r c o m m e r c i a l s t a f f is lower than t h a t o f such s t a f f in t he ad -
v a n c e d i ndus t r i a l c o u n t r i e s . They a t t r i b u t e th is m a i n l y t o t he poor s tandard o f the 
e q u i p m e n t a v a i l a b l e (poor supply in c o m p u t e r t e c h n o l o g y , poor te lephone sys tem, 
e t c . ) . The i n f l u e n c e o f t rade a c t i v i t i e s on en te rp r i se resu l t s is cons ide red t o be 
e v e n worse t h a n t h a t o f i n d i v i d u a l p r o d u c t i v i t y , s ince the r e a l i z a t i o n o f c o n t r a c t s 
and business t r a n s a c t i o n s in f a c t r ep resen ts no m o r e t h a n a c o n j u n c t u r e o f i n ca l -
c u l a b l e f a c t o r s in t h e domes t i c m a r k e t and the soc ia l i s t m a r k e t . 

I t seems t h a t t hese cons ide ra t i ons have had a s i g n i f i c a n t r o l e , because e n t e r -
p r i se managers have f o r m e d the o p i n i o n t h a t t he c o m m e r c i a l appa ra tus c o u l d be 
r e d u c e d by 20-40 per cen t w i t h o u t caus ing any ser ious h i n d r a n c e t o t he a c c o m -
p l i s h m e n t o f tasks . The r e m a i n i n g s t a f f , howeve r , c o u l d be e x p e c t e d to w o r k w i t h 
h i g h e r p r o d u c t i v i t y on l y i f t he re was a f u n d a m e n t a l change in t h e e x i s t i n g wages 
s y s t e m . 

The o r g a n i z a t i o n a l changes o f r e c e n t years in t h e f i e l d o f t r a d e a c t i v i t i e s ( fo r 
e x a m p l e , the e s t a b l i s h m e n t o f s o - c a l l e d ' t r a d e c e n t r e s ' , t he o r g a n i z a t i o n o f the en -
t e r p r i s e ' s own c h a i n o f s tores, and t h e acqu i s i t i on o f e x p o r t - i m p o r t r i gh t s ) have 
s o m e w h a t e n l i v e n e d the m a r k e t - p r o d u c t i o n r e l a t i onsh ip . H o w e v e r , the en te rp r i ses 
have not ye t made f u l l use o f t h e poss ib i l i t i es i nhe ren t i n the new o r g a n i z a t i o n a l 
f o r m s . 

Conc lus ions 

The conclusions w h i c h can be d r a w n f r o m the i n v e s t i g a t i o n a re in c o n f o r m i t y w i t h 
t h e s t a t e m e n t o f a n o t h e r a r t i c l e [ 3 ] pub l i shed in th i s v o l u m e . 

A l o n g w i t h t he g e n e r a l s t a t e m e n t conce rn i ng poor p r o d u c t i v i t y , i t can be con -
c l u d e d tha t e n t e r p r i s e s make l i t t l e e f f o r t t o i m p r o v e the p r o d u c t i v i t y o f i n t e l l e c -
t u a l wo rk . They do not r ea l l y t r y t o reduce t h e inpu ts o f i n t e l l e c t u a l a c t i v i t i e s , 
nor do they a t t e m p t t o i m p r o v e t h e o u t p u t o f such a c t i v i t i e s . En te rp r i ses should 
t r y t o increase the o u t p u t o f t h a t n a r r o w sphere o f i n t e l l e c t u a l s engaged in c r e a -
t i v e a c t i v i t i e s , s ince t h e p r o d u c t i v i t y o f the mass o f e n t e r p r i s e w o r k e r s also l a rge -
ly depends on i t . 

I n t e r n a t i o n a l t r e n d s show t h a t t h e p r o p o r t i o n o f i n t e l l e c t u a l w o r k e r s in t he t o t a l 
w o r k f o r c e is s t e a d i l y g r o w i n g in t h e advanced i n d u s t r i a l c o u n t r i e s . As aga ins t th i s , 
t h e p r o p o r t i o n o f i n t e l l e c t u a l w o r k e r s in the Hunga r i an i n d u s t r i a l en te rp r i ses under 
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e x a m i n a t i o n has no t been r i s ing . In f a c t , i t has been s t a g n a t i n g over the last t e n 
years and in t h e case o f the m o r e h i gh l y q u a l i f i e d - f o r e x a m p l e , engineers - i t 
has even been dec reas ing in some areas. Severa l f a c t o r s e x e r t t he i r i n f l uence i n 
t h i s f i e l d ; for e x a m p l e , the advanced i n d u s t r i a l c o u n t r i e s have c l e a r l y r e c o g n i z e d 
the key r o l e o f t h i s g roup in i ndus t r i a l d e v e l o p m e n t . This is r e f l e c t e d by i ts g r o w -
ing share in the t o t a l number o f those g a i n f u l l y e m p l o y e d . 

The u n s a t i s f a c t o r y o u t p u t o f i n t e l l e c t u a l w o r k c o n t r i b u t e s t o the genera l p r o b -
lems of t he s o c i a l - e c o n o m i c e n v i r o n m e n t . T h e r e f o r e , any e f f o r t s made by the e n -
te rp r i ses can on ly p a r t l y be e x p e c t e d t o i m p r o v e the p e r f o r m a n c e s o f i n t e l l e c t u a l 
w o r k e r s , and can on l y p a r t l y be e x p e c t e d t o inc rease the average standards o f 
p r o d u c t i v i t y . 

Our i n v e s t i g a t i o n has revea led t h a t t h e r e are cons ide rab le reserves o f unused 
i n t e l l e c t u a l c a p a c i t y , espec ia l l y w i t h r e g a r d to u t i l i z a t i o n o f w o r k i n g hours, o f 
know ledge , and o f a b i l i t i e s . Whether h igher o u t p u t s can be ach ieved depends l a r g e -
ly on whether the Hungarian wages system can be transformed such a way that it 
can act as an incentive f o r p r o d u c t i v e , h i g h - l e v e l , and c r e a t i v e a c t i v i t i e s . 

The p resent i n v e s t i g a t i o n has c o v e r e d on l y a s m a l l g roup o f the i ndus t r i a l s t a f f . 
H o w e v e r , t he o u t p u t o f th is group is o f a s i g n i f i c a n c e w h i c h goes beyond the i r p e r -
cen tage share in t h e t o t a l number o f s t a f f . Inc reased a t t e n t i o n should be g i v e n t o 
t h e va r i ous leve ls o f e c o n o m i c m a n a g e m e n t and c o n t r o l , and ava i l ab le resources 
should made t o serve m a n a g e m e n t and c o n t r o l m o r e d i r e c t l y t han be fo re . In a d -
d i t i o n , a m o r e c o m p e t i t i v e e n v i r o n m e n t w i l l encou rage en te rp r i ses t o manage t h e i r 
i n t e l l e c t u a l c a p a c i t i e s m o r e r a t i o n a l l y . 
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S T R U C T U R A L T R A N S F O R M A T I O N IN THE T R A D I T I O N A L 
BRANCHES OF INDUSTRY 

B A L Á Z S BOTOS 

I t is a c o m m o n unders tand ing among the e c o n o m i c p o l i t i c i a n s , p r a c t i c a l e x p e r t s 
and the t h e o r e t i c i a n s o f i ndus t r i a l d e v e l o p m e n t t h a t the a c c e l e r a t i o n o f s t r u c t u r a l 
a d j u s t m e n t is one key- issue o f the c o u n t r y ' s soc io -economic deve lopmen t ( ' e v o l v e -
ment 1 ) p r o g r a m m e . This genera l a g r e e m e n t on the i m p o r t a n c e o f the g iven t ask , 
howeve r , does no t a t a l l imp l y t h a t t h e r e a re no debates abou t some f u r t h e r i m -
p l i ca t i ons (e.g. a b o u t t he a c t u a l scope o f t he task , the poss ib i l i t i es o f ensur ing t h e 
necessary resou rces or about the ro le o f e c o n o m i c o rgan i za t i ons and the s ta te ) . 

Var ious d o c u m e n t s , pub l i ca t ions and resea rch r e p o r t s on e c o n o m i c po l i cy v e r y 
o f t e n make m e n t i o n o f the ro le o f t he so -ca l l ed k e y - i n d u s t r i e s (or ' l o c o m o t i v e 
indus t r ies ' ) in t h e s t r u c t u r a l deve lopmen t o f i ndus t ry in gene ra l . They also p o i n t 
ou t the necess i t y o f inc reas ing the i n t r o d u c t i o n o f u p - t o - d a t e techno log ies ( i n c l u d -
ing h i - t e c h ) and t h e need to solve the p r o b l e m s of some o f the i ndus t r i a l b ranches 
w h i c h are in a s t a t e o f c r is is . H o w e v e r , no t so much has been said about those i n -
dus t r ies w h i c h a re c o l l e c t i v e l y t e r m e d as ' t r a d i t i o n a l ' ; a lso, t h e i r ro le in i n d u s t r i a l 
deve lopmen t and s t r u c t u r a l ad jus tmen t has no t been sub jec t t o any tho rough a n a -
lys is . In t he f o l l o w i n g pages, I f i r s t a t t e m p t t o make c lea r t he necessar i ly e m e r g -
ing ques t ion o f d e f i n i t i o n (wh ich , then , a re t h e ' t r a d i t i o n a l ' b ranches o f i ndus t ry? ) , 
and t o assess the w e i g h t these t r a d i t i o n a l b ranches rep resen t w i t h i n the who le o f 
i ndus t r y . Then I sha l l analyse the s t r u c t u r a l changes o f the i nd i v i dua l i n d u s t r i a l 
b ranches as w e l l as t he f a c t o r s p r e v e n t i n g or i m p e d i g the speed o f the changes . 
F i n a l l y , a c o m p a r i s o n o f i nd i v idua l cases, whose a c t u a l expe r i ences p e r m i t a c e r -
t a i n m a r g i n o f g e n e r a l i z a t i o n , w i l l m a k e i t possible t o d raw conc lus ions and t o 
f o r m u l a t e r e c o m m e n d a t i o n s . 

1. Tradi t ional Branches and Other Branches of Industry 

Analyses o f the s t r u c t u r e o f i ndus t ry e m e r g i n g f r o m abroad have long adopted t h e 
q u a l i f i c a t i o n o f t h e progressiveness o f i n d u s t r i a l b ranches as the m a i n c r i t e r i o n f o r 
g roup ing . H o w e v e r , cons ide r ing t h a t no t one c l e a r l y d e f i n e d and unambiguous ly 
measurab le c h a r a c t e r i s t i c f o r m s the f o u n d a t i o n o f such assessments, in the i n d i -
v i dua l analyses g roup ings o f var ious t y p e s may be found . Thus, f o r ins tance, t h e 
U N Indus t r i a l D e v e l o p m e n t O r g a n i z a t i o n ( U N I D O ) d iscerns r a w - m a t e r i a l - b a s e d , t r a -
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d i t i o n a l , u p - t o - d a t e and progressive b r a n c h e s , w h i l e va r ious O E C D stud ies r e f e r t o 
branches adop t i ng h i g h - t e c h n o l o g y and t o b ranches be ing a t m e d i u m and low t e c h -
no log i ca l leve ls . As is ev i den t f r o m these t w o examp les , any c a t e g o r i z a t i o n o f th i s 
k i n d w i l l p r i m a r i l y r e f e r t o the basic c h a r a c t e r o f the t e c h n i c a l and t e c h n o l o g i c a l 
processes o f the b ranches . 

Bea r i ng in m i n d w h a t has been said a b o v e , among the t r a d i t i o n a l b ranches ( t h a t 
f o r m the present r e s e a r c h top ic ) we f i n d i ndus t r i a l a c t i v i t i e s p roduc ing no t t oo 
soph i s t i ca ted e n d - p r o d u c t s and no t e m p l o y i n g too c o m p l e x bas ic t echno log ies . O c -
cas iona l l y t hey are r e f e r r e d to as t he N e w t o n i a n branches o f i ndus t r y , s ince the 
p r o d u c t i o n processes - even now - can be exp la ined by N e w t o n ' s m e c h a n i c a l and 
phys i ca l t heor ies . V a r i o u s branches o f l i g h t - i n d u s t r y , m e t a l l u r g y , bu i l d i ng m a t e r i a l s 
i ndus t r y , food i n d u s t r y and even c e r t a i n sub -sec to rs o f the m a c h i n e - and c h e m i c a l 
i ndus t r i es may a l l be r ega rded as such N e w t o n i a n branches. Th is l i t t l e e n u m e r a t i o n 
also c l e a r l y shows t h a t a l though th is c a t e g o r i z a t i o n po in ts t o t h e basic t e c h n o l o g i -
c a l c h a r a c t e r i s t i c , i t in no way exc ludes e i t h e r the p r o d u c t i o n o f u p - t o - d a t e p r o d -
uc t s or the adop t i on and use of mode rn t e c h n o l o g y and e q u i p m e n t . 

Since the e x i s t e n c e o f the t r a d i t i o n a l b ranches - ever s ince the i n i t i a l stages o f 
i n d u s t r i a l i z a t i o n - has been a c h a r a c t e r i s t i c o f a number o f i n d i v i d u a l c o u n t r i e s , 
t he a t t r i b u t e ' t r a d i t i o n a l ' in most cases a l so i nd i ca tes t h a t the g i v e n c o u n t r y has 
i n d u s t r i a l branches o f long-s tand ing . I t f o l l o w s f r o m the g r e a t e r poss ib i l i t i es o f 
a c q u i r i n g t he t e c h n o l o g y , f r o m the no t t o o h igh p ro fess iona l r e q u i r e m e n t s needed 
f o r app l y i ng these techno log ies , and a lso f r o m the demands on i n f r a s t r u c t u r e t h a t 
t he t r a d i t i o n a l b ranches are at th is m o m e n t p lay ing a r e m a r k a b l e r o l e in the i n -
d u s t r i a l deve lopmen t o f coun t r ies now e m b a r k i n g on the road o f i n d u s t r i a l i z a t i o n . 
Th is tendency cou ld have been observed d u r i n g the ear l y s tages o f i n d u s t r i a l i z a t i o n 
o f wha t are now h i g h l y i ndus t r i a l i zed c o u n t r i e s . 

The i m p o r t a n c e o f the t r a d i t i o n a l b r a n c h e s can also be backed up by the s t a t i s -
t i c a l c h a r a c t e r i s t i c s o f the indus t r i a l s t r u c t u r e . Branches o f th i s t y p e rep resen t a 
cons iderab le share in p roduc t i on , i n t he t o t a l number o f the w o r k f o r c e , and in e x -
p o r t f i gu res . A t t h e same t i m e , the r e l a t e d d a t a also p rove - as is shown by the 
t a b l e p resented be low - t h a t in the i n d i v i d u a l groups o f c o u n t r i e s the w e i g h t o f 
these branches va r i es w i t h the leve l o f d e v e l o p m e n t . 

Table 1 

Distr ibut ion of exports by t h e character of branches 
(per c e n t ) 

Group o f branches Deve loped 
c a p i t a l i s t 

R e c e n t l y 
i n d u s t r i a l i z e d 

с о и n t r i e 

O t h e r 
deve lop ing 

s 

Raw m a t e r i a l - b a s e d 29 33 76 
T r a d i t i o n a l indus t r ies 30 46 18 
New indust r ies 41 21 6 

T o t a l 100 100 100 

Source: [4] 

What we igh t do t h e t r a d i t i o n a l b ranches have w i t h i n H u n g a r i a n i ndus t r y? To be 
sure, d i f f e r e n t i n d i c a t o r s show the i r c o n s i d e r a b l e share in i ndus t r y , a l b e i t t o v a r y -
ing degrees. A l m o s t one t h i r d of o r g a n i z a t i o n s rank ing among the 100 la rges t i n -
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d u s t r i a l compan ies be long t o b ranches o f th i s t y p e . The i r w e i g h t i n i n d u s t r i a l e x -
po r t s a lso r e f l e c t s - t o some e x t e n t - t h e i r share in p r o d u c t i o n . The i r p r o p o r t i o n 
is espec ia l l y l a rge in the n o n - c l e a r i n g roub le -based t r a d e ( t u r n o v e r ) : t he share o f 
t h e p r o d u c t s o f the t r a d i t i o n a l b ranches in d i r e c t e x p o r t s rose f r o m 38.2 per c e n t 
in 1984 to 40.4 per cen t i n 1986. (The co r respond ing f i gu res f o r t he c l e a r i n g r o u b l e -
based e x p o r t s we re 33 per cen t and 32 per cen t r e s p e c t i v e l y . ) 

In c o n n e c t i o n w i t h the s t a t i s t i c a l d a t a , h o w e v e r , due a t t e n t i o n should be pa id t o 
t he f o l l o w i n g f a c t s : 

- F r o m t i m e t o t i m e a f e a t u r e w h i c h r ecu rs in b o t h the Hunga r i an and f o r e i g n 
spec ia l l i t e r a t u r e , is the w ish t o d e f i n e t he ' o p t i m u m ' l eve l o f any g i v e n i n d u s t r i a l 
s t r u c t u r e . Th is , h o w e v e r , is n o t h i n g bu t an i l l us ion , and i t w o u l d be i n a p p r o p r i a t e 
t o t r y t o de f i ne t h i s or t h a t p r o p o r t i o n o f t r a d i t i o n a l b ranches in r e l a t i o n t o a 
g i v e n d e v e l o p m e n t a l l e v e l . 

- The t e r m ' b ranch ' , i n H u n g a r i a n s t a t i s t i c a l p r a c t i c e , is t a k e n t o mean a u n i t 
o f c a t e g o r i z a t i o n or c l a s s i f i c a t i o n w h i c h e m b r a c e s a la rge number o f o r g a n i z a t i o n s 
engaged in var ious e c o n o m i c a c t i v i t i e s . Such a un i t is, f o r i ns tance , t h e b u i l d i n g 
m a t e r i a l s i ndus t r y and the m a c h i n e i n d u s t r y . Hence i t f o l l o w s t h a t t he c a t e g o r y 
' b r a n c h ' , as used by m e in th i s paper , is f a r f r o m be ing p rec ise in i t s s t r i c t s t a t i s -
t i c a l sense: i .e . the who le o f t he b u i l d i n g m a t e r i a l s i ndus t ry may w e l l be r e g a r d e d 
as t r a d i t i o n a l , but t h i s does no t app ly t o the mach ine i n d u s t r y . The p resen t r e -
search ex tends on ly t o spec ia l b ranches or b ranches o f p r o d u c t i o n ; thus I use the 
t e r m ' b ranch ' f o r the sake o f s i m p l i c i t y . 

- A l t h o u g h in severa l cases t h e r e is a cons ide rab le ove r l app ing , t he c a t e g o r y o f 
' t r a d i t i o n a l ' branches canno t be t o t a l l y i d e n t i f i e d w i t h branches w h i c h a re ' l a g g i n g 
beh ind ' or ' dec l i n i ng ' or ' a re in c r i s i s ' . Fo r e x a m p l e , i t is beyond doub t t h a t w i t h i n 
t he i ndus t r i es o f t he deve loped c o u n t r i e s , the share o f the t r a d i t i o n a l b ranches is 
dec reas ing ( thus t hey show signs o f Tagg ing beh ind ' ) ; howeve r , t he same b ranches 
m ay i n d i c a t e - p a r t l y or w h o l l y - a d y n a m i c d e v e l o p m e n t . The t e x t i l e i n d u s t r y o f 
West G e r m a n y is a case in p o i n t : w h i l e t he w e i g h t o f most b ranches o f t he t e x t i l e 
i n d u s t r y has lessened, t he re has been d y n a m i c g r o w t h and d e v e l o p m e n t in 
t he p r o d u c t i o n o f i n d u s t r i a l ( t e c h n i c a l ) t e x t i l e s . I t goes w i t h o u t say ing t h a t t h e r e -
verse t r e n d may a lso be t r u e , i . e . the h igh l y deve loped or ' h i g h - t e c h ' b ranches in 
any g i v e n c o u n t r y may also reach a s t a t e o f c r i s i s , e i t h e r o f a t e m p o r a r y or p e r -
m a n e n t n a t u r e . 

2. Has the Structure Changed? 

F o r m i n g pa r t o f the resea rch p r o g r a m m e TS /1 -3 is the s u b - p r o g r a m m e " T e c h n o -
l o g i c a l d e v e l o p m e n t and s t r u c t u r a l a d j u s t m e n t in t he i nd i v i dua l b ranches o f indus-
t r y " . Th is is be ing c a r r i e d ou t by the Resea rch I n s t i t u t e o f I n d u s t r i a l E c o n o m i c s 
o f t he Hungar ian A c a d e m y of Sc iences. The I n s t i t u t e ' s f o r m e r resea rch e f f o r t s 
c o n c e r n i n g i ndus t r i a l and s t r u c t u r a l po l i c i es (e.g. [17, 2, 3 ] ) c o n c e n t r a t e d m a i n l y on 
t h e p r i n c i p l e s and me thods r e l a t e d t o t h e shaping and t r a n s f o r m a t i o n o f the s t r u c -
t u r e and w i t h the des i rab le approaches fo r a c h i e v i n g those ends. Spec ia l emphas is 
was l a id , among o the r th ings , on t he necess i t y o f se lec t ion . H o w e v e r , these a n a -
lyses t o u c h e d upon the possible d i r e c t i o n s o f t he m a i n e f f o r t in gene ra l t e r m s and 
d i d no t go deep ly i n t o t he issues i nvo l ved . 

The o b j e c t i v e o f the m e n t i o n e d s u b - p r o g r a m m e is p rec ise ly t o he lp dec i s i on -
m a k i n g - b o t h in t h e m e d i u m and long run - r e l a t e d t o s t r u c t u r a l po l i c i es . Th is is 
t o be done by e x a m i n i n g c e r t a i n b ranches ( the i r sub-branches and spec ia l b ranches) 
s e l e c t e d on the basis o f w e l l - d e f i n e d c r i t e r i a , and a lso by suggest ing c e r t a i n f e a s i -
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Ы е f r a m e w o r k s f o r i n d u s t r i a l p o l i c y - r e l a t i v e t o t he p lace and r o l e o f the va r i ous 
t y p e s o f b ranches . 

In the f i r s t phase o f the research - w h i c h t ook p lace in t he second ha l f o f 1986 
and in 1987 - t he analyses o f the b ranches l a b e l l e d as ' t r a d i t i o n a l ' we re t a k i n g 
p l a c e . 1 In t h e f o l l o w i n g , the exper iences ga ined d u r i n g these analyses w i l l be 
s u m m e d up. Thus, f o r t h e t i m e be ing, t he q u e s t i o n c o n c e r n i n g the e x t e n t t o w h i c h 
t hese resu l ts a re s u i t a b l e f o r g e n e r a l i z a t i o n w i l l be l e f t open. 

Var ious d o c u m e n t s and analyses by e x p e r t s unan imous l y ag ree on the d e t r i m e n t a l 
r o l e the slowness a n d lagg ing beh ind o f s t r u c t u r a l a d j u s t m e n t have p layed in b r i n g -
i ng about the d i f f i c u l t s i t u a t i o n o f the c o u n t r y ' s n a t i o n a l e c o n o m y . A l t h o u g h s t r u c -
t u r a l change was r a i s e d t o the rank o f an o f f i c i a l r e q u i r e m e n t o f e c o n o m i c po l i c y 
one and a ha l f decades ago, t he f a c t s i n d i c a t e t h e r e has been l i t t l e or no progress 
in th i s d i r e c t i o n . Thus i t is not su rp r i s ing t h a t i n t h e case o f most b ranches i n -
v o l v e d in the p r e s e n t research , i t is no t so m u c h the resu l t s o f s t r u c t u r a l a d j u s t -
m e n t t ha t are o f i n t e r e s t , bu t t he s p e c i f i c c i r c u m s t a n c e s t h a t have r e t a r d e d 
p rogress . 

L e t us t ake a l o o k f i r s t a t the tendenc ies o f the s t r u c t u r a l changes w h i c h have 
e v o l v e d so f a r . 

Ove r the past f i f t e e n years, r a t h e r m a r k e d changes have t a k e n p lace in the 
p r o d u c t s t r u c t u r e o f t he paint and varnish industry. This is a lso shown by the f a c t s 
i n d i c a t e d in Table 2. 

Table 2 

Product structure of the paint and varnish industry 

( in pe rcen tage) 

Groups o f p roduc t 1970 1978 1985 

O i l p a i n t s 36 17 5 
A l k i d , l a c q u e r , e n a m e l ( to be 

s t o v e d ) 37 38 43 
V i n y l - c o p o l y m e r , epoxy , e n a m e l 

( co lou r less ) 13 24 24 
W a t e r e d d ispers ive 3 12 23 
C e l l u l o s e and de r i va tes 9 9 5 
A s p h a l t , b i t u m e n 2 - -

T o t a l 100 100 100 

As can be seen, t h e r a t i o o f p a i n t - t y p e s w h i c h a re now cons idered obso le te (o i l 
p a i n t s and c e l l u l o s e de r i va tes ) has s i g n i f i c a n t l y decreased , w h i l e t he re has been a 
co r respond ing i n c r e a s e i n t he w e i g h t o f t he groups o f u p - t o - d a t e p roduc ts ( s y n t h e t -
i c , w a t e r e d d i spe rs i ve ) . This t r e n d o f changes cor responds t o wha t was go ing on in 
t h e Western E u r o p e a n coun t r i es 5 t o 10 years ago. (The d i f f e r e n c e b e t w e e n H u n -
g a r y and the West is even g rea te r in t he u p - t o - d a t e n e s s o f supply on the m a r k e t , 

1 This research is going on under the author's direction, and it involves several experts 
within and without the Institute. On the experiences qained in the given fields reports 
have been published in comprehensive studies [б, T, 8, 9] as well as in other publications. 
In 1988 investigations in further branches (preserves and furniture) were finished. 
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but t h i s has o t h e r reasons: backwardness o f pack ing techn iques , p resen ta t i on , se r v -
i c i ng , e t c . ) H o w e v e r , a l l i n a l l , t h i s p i c t u r e shows c e r t a i n cons ide rab le changes in 
t he s t r u c t u r e o f p r o d u c t s and also d e m o n s t r a t e s the v e r y f a v o u r a b l e m a r k e t pos i -
t i o n o f th i s b r a n c h - a l t h o u g h the a l m o s t p e r m a n e n t sho r tage has to be t a k e n i n t o 
c o n s i d e r a t i o n as w e l l . 

The m o d e r n i z a t i o n o f t he p roduc t s t r u c t u r e is a h i g h - p r i o r i t y task fo r the agri-
cultural machine industry t oo . Th is is j u s t i f i e d p a r t l y by w h a t has been up to now 
the s low pace o f m o d e r n i z a t i o n , and p a r t l y by the i m p o r t o p p o r t u n i t i e s , wh i ch have 
n a r r o w e d d o w n in r e c e n t years . F r o m th is aspec t t he r o l e o f i n t e r n a t i o n a l c o o p e r -
a t i o n is ve r y s i g n i f i c a n t , a l t hough in respec t o f i t s e f f e c t s i t is no t a lways d e f i -
n i t e l y p o s i t i v e . 

Changes in t he p r o d u c t s t r u c t u r e o f t he woo I industry a re i l l u s t r a t e d in the f o l -
l o w i n g da ta . 

Table 3 

Product ion of t ex t i l e goods in the wool industry 

( in m i l l i o n square m e t r e s ) 

1970 1975 1980 1985 

Woo l len , w o o l - t y p e c l o t h s 37.3 39.0 42 .7 37.0 
O f th is : c l o t h i n g m a t e r i a l 25.6 27.4 29.2 25.6 
O f the c l o t h i n g m a t e r i a l : 

c o m b e d 15.8 21.2 21.2 20.0 
ca rded 9.8 6.2 8 .0 5 .6 

K n i t t e d f ab r i c s 0.2 2.7 4 .0 7.0 

F r o m the aspec t o f the basic m a t e r i a l s used and the techno log ies app l ied , the 
so -ca l l ed ' c o m b e d c l o t h ' is 'mo re va luab le ' t h a n the c a r d e d c l o t h . Thus the g r o w i n g 
share o f the f o r m e r w i t h i n t o t a l p r o d u c t i o n seems t o be f a v o u r a b l e . W i t h i n t he 
f a m i l y o f c o m b e d c l o t h the r a t i o o f mo re l abou r - and bas ic m a t e r i a l - i n t e n s i v e 
p roduc ts (e.g. pu re w o o l ) has also been inc reas ing ; t he p r o d u c t i o n o f ca rded m a -
t e r i a l s has c o n t i n u e d t o decrease, a l t hough th is process is j udged in d i f f e r e n t ways 
by d i f f e r e n t t e x t i l e e x p e r t s . For ins tance , some compan ies w a n t t o increase the 
v o l u m e of p r o d u c t i o n o f these p roduc t s . The g r o w i n g r a t i o o f the k n i t t e d - t y p e 
f ab r i c s can m a i n l y be exp la i ned by t he many-s idedness o f t he e c o n o m y and the de -
mand fo r e c o n o m i c s t a b i l i z a t i o n . H o w e v e r , t he ' l a r g e - s c a l e ' changes in the p r o d -
uc t s t r u c t u r e as o u t l i n e d here are - in t hemse l ves - i n s u f f i c i e n t t o q u a l i f y t h e 
s t r u c t u r a l a d j u s t m e n t o f the b ranch over t he past decade as a c o m p l e t e success. 
The t e x t i l e i n d u s t r y , as a ' f ash ionab le ' b ranch , mus t day by day p rove i t s c o m p e -
t i t i veness in t h e m a r k e t . Th is is d e t e r m i n e d by the q u a l i t y and modishness o f i t s 
i n d i v i d u a l p roduc t s r a t h e r t h a n by the r a t i o o f c e r t a i n g roups o f p roduc ts . Since 
85 per cen t o f t he p r o d u c t s o f the t e x t i l e i ndus t r y have been - year a f t e r year -
pu t on the m a r k e t i n an unchanged f o r m , the m a j o r i t y o f t he c l o t h s are heavy , 
t h e i r c o m p o s i t i o n never var ies , and t he i r co lou r and p a t t e r n d i v e r s i f i c a t i o n can 
ha rd l y cope w i t h the f ash ion : thus t he s t r u c t u r a l changes c a r r i e d ou t so fa r canno t 
be cons idered s u f f i c i e n t . 

Changes in t h e p r o d u c t s t r u c t u r e o f the brick- and tile-industry should be e v a l u -
a t e d in the l i g h t o f t w o f a c t o r s . The f i r s t is t he l i m i t e d c o n v e r t i b i l i t y o f t he 
e q u i p m e n t and basic m a t e r i a l s used in p r o d u c t i o n ; t he second concerns the f a c t 
t h a t the r e l a t e d m a r k e t was, up to 1984, qu i t e obv ious l y d o m i n a t e d by the d e m a n d 
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s ide . Cons ide r ing t h e e f f e c t s of these t w o f a c t o r s , i t is no t s u r p r i s i ng t h a t the 
p r o d u c t s t r u c t u r e o f th i s b ranch o f i n d u s t r y ha rd l y changed a t a l l b e t w e e n 1970 
and 1980. H o w e v e r , a t t he beg inn ing o f t h e e i gh t i es t h e r e w e r e s igns t h a t a de -
g r e e o f re -shap ing was t a k i n g p l ace . Th is is i l l u s t r a t e d by t h e p r o p o r t i o n s o f the 
p r o d u c t i o n o f m a n u a l b r i c k l a y i n g m a t e r i a l s and r o o f i n g m a t e r i a l s as shown b e l o w . 

Table 4 

Product ion of br ick laying and roofing mater ia ls 

( in p e r c e n t a g e ) 

1980 1985 

a / M a n u a l b r i c k l a y i n g m a t e r i a l s 
Baked b r i c k s 90.0 81.6 
Gas c o n c r e t e (beton) 6.1 15.7 
M a n u a l c o n c r e t e (be ton) 

b u i l d i n g e l e m e n t s 3.9 2.7 

T o t a l 100.0 100.0 

b / R o o f i n g m a t e r i a l s 
Baked r o o f i n g t i l e s 39.8 31.1 
P lane s l a te 27.3 18.4 
C o r r u g a t e d s l a te 32.9 30.1 
C o n c r e t e t i l e s - 20.4 

T o t a l 100.0 100.0 

On accoun t o f t h e appearance o f s u b s t i t u t e m a t e r i a l s (e.g. gas c o n c r e t e / b e t o n / 
b u i l d i n g b locks and c o n c r e t e t i l es ) , o f t h e decrease o f g loba l d e m a n d as w e l l as o f 
t h e i n t r o d u c t i o n o f new lega l measures r e l a t i v e t o bu i l d ing (e.g. t o h e a t - i n s u l a t i o n ) , 
s t r u c t u r a l change has b e c o m e a v i t a l q u e s t i o n f o r th is b r a n c h . C o n s e q u e n t l y , the 
r a t i o ( quan t i t y o f p r o d u c t i o n ) of the b a k e d - t y p e p roduc ts has dec reased w h i l e the 
sha re o f o ther g roups o f p roduc ts has i nc reased . In the f u t u r e , the c r u c i a l issue 
f a c i n g th is b ranch is t he t r e n d in m a r k e t r e l a t i ons . I f the sho r tage s i t u a t i o n in 
l a t e 1984 and e a r l y 1987 is seen as t r a n s i t i o n a l , t hen th is b r a n c h w i l l on l y be ab le 
t o r e t a i n i t s m a r k e t p o s i t i o n w i t h m o r e u p - t o - d a t e and super io r q u a l i t y p r o d u c t s . 
I f , h o w e v e r , the d e m a n d con t i nues t o e x c e e d the supply, s i g n i f i c a n t changes seem 
t o be u n l i k e l y . 

The tendenc ies obse rved on the basis o f exam ina t i ons o f t he f o u r i n d u s t r i a l 
b r a n c h e s m e n t i o n e d above l a rge l y c o r r e s p o n d t o o ther g e n e r a l i n d u s t r i a l e x p e r i -
e n c e s : undoubted ly t h e r e have been c e r t a i n changes in the p r o d u c t i o n s t r u c t u r e bu t 
t h e s e changes a re f a r f r o m be ing s u f f i c i e n t - e i t he r f r o m a q u a n t i t a t i v e or a 
q u a l i t a t i v e po in t o f v i e w - f o r l ay i ng t h e f ounda t i ons fo r a process o f ' e v o l v e m e n t ' . 
T h e f u n d a m e n t a l p r o b l e m s do no t l i e in t h e lack o f m o v e m e n t or change , bu t in 
t h e f a c t t h a t the changes - a l b e i t h a v i n g t a k e n advan tage o f the s h o r t c o m i n g s o f 
t h e p resent e c o n o m i c e n v i r o n m e n t - have t ended t o p roceed aga ins t t h e t i d e o f 
m i n o r obs tac les . Thus t h e y have h a r d l y been ab le t o change p r o d u c t s t r u c t u r e f r o m 
t h e aspec ts of m o d e r n i z a t i o n and c o s t - e f f e c t i v e n e s s . What is i t , t hen , t h a t cou ld 
e n c o u r a g e and enab le t h e i n d u s t r i a l c o m p a n i e s t o move in a p o s i t i v e d i r e c t i o n ? I t 
seems t h a t m a r k e t impu lses a re the m a i n f a c t o r s fo r answer ing t h i s ques t i on . H o w -
e v e r , t h e i r e x i s t e n c e in t he branches e x a m i n e d here is ve ry c o n t r a d i c t o r y . 
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In t he d o m e s t i c m a r k e t o f the paint and varnish industry, c e r t a i n f ea tu res a r i s i n g 
f r o m the sho r tage s i t u a t i o n have been p r e d o m i n a n t up t o now . The domes t i c indus-
t r y f a i l s t o m e e t the demands, ye t t h e i m p o r t o f f i n i shed p roduc t s is - f o r m o n e -
t a r y reasons - a t a m i n i m u m leve l . Th is b r a n c h o f i ndus t ry sca rce l y p a r t i c i p a t e s in 
t h e i n t e r n a t i o n a l d i v i s i on o f l abour , and thus t h e demands o f e x t e r n a l m a r k e t s do 
no t have t h e e f f e c t o f s t i m u l a t i n g p r o d u c e r s . 

I t is a f a c t t h a t t w o compan ies a c c o u n t f o r 90 per cen t o f domes t i c p r o d u c t i o n 
in th i s f i e l d . D e s p i t e the i r f l e x i b l e and c o n v e r t i b l e p r o d u c t i o n c a p a c i t y , t he i r p r o d -
uc t p a t t e r n is v e r y s im i l a r and, in any case, the resu l t i ng c o m p e t i t i v e s i t u a t i o n 
canno t m a k e i t s e f f e c t f e l t because o f t he p e r m a n e n t shor tage . 

A shor tage s i t u a t i o n , and w i t h i n t h a t t he lack o f a d i v e r s i f i e d p roduc t r ange , 
a lso c h a r a c t e r i z e s t h e domes t i c m a r k e t o f t he agricultural machine industry. Des -
p i t e the l a rge r number o f compan ies in t h i s f i e l d , i t is not a c c u r a t e t o speak o f a 
r e a l c o m p e t i t i o n , s ince the ' p r o f i l e s ' o f p r o d u c t i o n were d i s t r i b u t e d among the 
compan ies back a t t he t i m e of the t r u s t - b a s e d mode of o r g a n i z a t i o n . A d d e d t o 
th i s , i m p o r t s do no t rep resen t any c o m p e t i t i o n in th is f i e l d s ince most o f t he i m -
p o r t e d m a c h i n e r y is no t p roduced a t a l l i n Hungary , and the shor tage o f c o n v e r t i -
b le c u r r e n c i e s i nc reas ing ly puts r e s t r a i n t s on i m p o r t s . 

Since some 45 per cen t o f the t o t a l p r o d u c t i o n o f th i s b ranch is e x p o r t e d , one 
m i g h t be i n c l i n e d t o suppose t h a t t h i s m i g h t encourage m o r e u p - t o - d a t e and m o r e 
c o m p e t i t i v e p r o d u c t i o n . Howeve r , t h i s e f f e c t is a lmos t c a n c e l l e d ou t by t he f a c t 
t h a t the bu lk o f e x p o r t s go t o the s o c i a l i s t coun t r i es where - s i m i l a r l y - i t is o n l y 
t h e m e e t i n g o f q u a n t i t a t i v e demands t h a t r e a l l y coun ts . On the o the r hand, e x -
po r t s d i r e c t e d t o the m a r k e t - o r i e n t e d c o u n t r i e s are , as a r u l e , based on c o o p e r a -
t i o n a g r e e m e n t s . A l t h o u g h , in some s m a l l w a y , th is helps t o enhance c o m p e t i t i v e -
ness, the m a j o r i t y o f such expo r t s a m o u n t t o no th ing m o r e than the d e l i v e r y o f 
spare pa r t s or p a r t i a l un i ts t o r e l a t i v e l y s tab le m a r k e t s . 

The e x i s t e n c e o f six compan ies w i t h a m o r e or less i d e n t i c a l p roduc t p a t t e r n 
m ay suggest t h a t t he re is some d o m e s t i c c o m p e t i t i o n in t he wool-industry. The 
m e r e f a c t s , h o w e v e r , do not i n d i c a t e any ser ious c o m p e t i t i o n . Th is once aga in c o n -
f i r m s t h a t t he ex i s t ence o f a la rger n u m b e r o f companies in one and the same 
f i e l d is, i n i t s e l f , s t i l l not a s u f f i c i e n t c o n d i t i o n fo r the e m e r g e n c e o f c o m p e t i -
t i o n . [ 1 0 ] 

Thus t h e r e is no rea l c o m p e t i t i o n because i t s e f f e c t - i .e . t he r e g u l a t i o n o f sup-
p l y and d e m a n d - on t he compan ies has o n l y r e c e n t l y come i n t o f u l l d i sp lay . Due 
t o the lack o f c o m p e t i t i o n p r a c t i c a l l y any p roduc t can be sold. A l o n g w i t h c o m -
p e t i t i o n , i t is a lso necessary t o r e f e r t o t he f a c t t h a t - on accoun t o f i d e n t i c a l 
t r oub les - t he s u r v i v a l o f compan ies is n o t ensured by surpassing c o m p e t i t o r s , b u t 
by be ing f i r m in t he ' c o m p e t i t i o n ' w i t h the o f f i c i a l r egu la t i ons - or r a t h e r in 
' f i g h t i n g ' t h e m . 

The p a r t i c i p a t i o n o f the woo l i n d u s t r y in the i n t e r n a t i o n a l d i v i s ion o f l abour 
means t h a t a r e a l va lue j udgemen t is c o n v e y e d by the m a r k e t t o the compan ies . 
The r a t i o o f the d i r e c t e x p o r t , h o w e v e r , is no t so h igh as t o be ab le t o u rge on a 
m o r e i n tens i ve s t r u c t u r a l change t h a n t h e one t a k i n g p lace at p resen t . I f o t h e r 
t r oub les a re cons ide red a long w i t h t he i m p o r t poss ib i l i t i es o f basic m a t e r i a l s , a 
m o r e r a d i c a l change is seen by t he c o m p a n i e s t o be possib le on ly w i t h i n ve r y n a r -
r o w bounds. 

Excep t f o r the past one or t w o years , t h e brick- and tile-industry has p robab l y 
f e l t less (perhaps even less than the o t h e r t h r e e branches under e x a m i n a t i o n ) p res -
sure f r o m the m a r k e t t o make i t s p r o d u c t s t r u c t u r e more u p - t o - d a t e . In t h e case 
o f the p r o d u c t s o f the b r i c k - and t i l e - i n d u s t r y , e x t e r n a l m a r k e t s do not p lay a d e -
c i s i ve r o l e and in the home m a r k e t t h e y a re ab le t o sel l p r a c t i c a l l y eve ry p r o d u c t . 
Thus the e x i s t e n c e o f independent c o m p a n i e s has f a i l e d t o b r i ng about a c o m p e t i -
t i v e s i t u a t i o n , s ince the t e r r i t o r i a l ( r eg iona l ) d iv is ion o f m a r k e t s was c l e a r l y de -
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f i n e d f r o m the b e g i n n i n g . Since 1985 t h e r o l e o f the demand f a c t o r s has been e n -
hanced . Should the e f f e c t o f the a b o v e - o u t l i n e d tendenc ies t u r n out t o be l as t i ng , 
i t c o u l d c o n t r i b u t e t o t h e speeding-up o f s t r u c t u r a l m o d e r n i z a t i o n . 

3 . Incentives and Obstacles to Structural Adjustment 

To sum up, i t can be said t ha t n e i t h e r t h e d o m e s t i c m a r k e t , nor p a r t i c i p a t i o n in 
t h e i n t e r n a t i o n a l d i v i s i o n o f labour have been ab le t o encourage the e x a m i n e d 
b ranches t o renew - con t i nuous l y and in merito - t he i r p r o d u c t i o n s t r u c t u r e . M iss ing 
a r e a l l the impu lses and incen t i ves w h i c h c o u l d c r e a t e an e c o n o m i c e n v i r o n m e n t 
in w h i c h the e x i s t e n c e or non-ex is tence o f t h e p roducers depends heav i l y on t h e 
i n n o v a t i v e , c r e a t i v e a n d dynamic c h a r a c t e r o f t h e i r d e v e l o p m e n t po l i c y . A c c o r d i n g 
t o i n t e r n a t i o n a l e x p e r i e n c e s , the t h r e e f u n d a m e n t a l sources o f a company ' s c r e a -
t i v e conduc t cons is t o f t he f o l l o w i n g : 

- an adequate f r a m e w o r k fo r the d e v e l o p m e n t o f e c o n o m i c ( i ndus t r i a l ) p o l i c y ; 
- an adequate o r g a n i z a t i o n a l sys tem; 
- c o m p e t i t i o n in t h e domes t i c m a r k e t and p a r t i c i p a t i o n in the i n t e r n a t i o n a l d i v i -

sion of labour . 

W i t h i n these i n d i v i d u a l f ac to r s , the p r i m a r y task o f i n d u s t r i a l p o l i c y is t o c r e a t e 
e n v i r o n m e n t a l c o n d i t i o n s w h i c h urge or e v e n press upon a company a t ype o f c o n -
d u c t wh i ch s t r i ves f o r pe rmanent r e n e w a l . A n i m p o r t a n t pa r t o f th is process is 
t h e f o r m a t i o n o f channe l s wh ich are a t an o p t i m u m leve l b e t w e e n basic resea rch 
and i t s i ndus t r i a l a p p l i c a t i o n s . M o r e o v e r , i t is also necessary t o i n t ens i f y (or i f 
need so arises t o m o d i f y ) a l l the s ignals and bonds w h i c h have an e f f e c t on t e c h -
n o l o g i c a l d e v e l o p m e n t on the par t o f the m a r k e t . 

Wha t type o f c o m p a n y o rgan i za t i on seems t o be most h e l p f u l i n p r o m o t i n g s t r u c -
t u r a l renewal? T h r e e c h a r a c t e r i s t i c s seem t o s tand ou t as the mos t i m p o r t a n t : 

a) i t should have a c e n t r e wh i ch is o f an o l i g o p o l i c c h a r a c t e r , w h i c h rep resen ts 
an app rop r i a te o r d e r t o magn i tude , and w h i c h is not on ly the ' p roduce r ' of mos t 
i nnova t i ons , but a lso t h e e x t e r n a l source o f ' s p i n - o f f ' e f f e c t s ; 

b) i t should have a n e t w o r k o f s m a l l and m e d i u m - s i z e d en te rp r i ses w h i c h a re 
h i g h l y responsive t o n e w t rends and i n n o v a t i o n s ; 

c) i t should ensu re and encourage the b i r t h o f new en te rp r i ses , or b r i ng a b o u t 
t h e c los ing down o f n o n - c o m p e t i t i v e ones. 

The ex is tence and e f f e c t s of such o r g a n i z a t i o n a l c h a r a c t e r i s t i c s obv ious ly have 
a c o n n e c t i o n w i t h t he ex i s t ence o f an a d e q u a t e s y s t e m of r egu la to r s - fo r examp le , 
w i t h the f i n a n c i a l m e c h a n i s m s , w h i c h have no t been m e n t i o n e d here s p e c i f i c a l l y 
b u t whose i m p o r t a n c e is beyond doubt . 

As has a l ready been men t ioned , the mos t i m p o r t a n t f o r c e p r o p e l l i n g the r e n e w a l 
o f t h e p roduc t s t r u c t u r e is the ex i s t ence o f c o m p e t i t i o n on the m a r k e t . I t is e v i -
d e n t , however , t h a t c o m p e t i t i o n w h i c h r e l i e s m e r e l y on the d o m e s t i c m a r k e t is 
imposs ib le in H u n g a r y ; t h e r e f o r e , f r o m t h i s aspec t as w e l l , openness o f the h ighes t 
deg ree possible is an abso lu te necess i ty , and the same appl ies t o the c o u n t r y ' s 
i n v o l v e m e n t in the i n t e r n a t i o n a l d i v i s ion o f l abou r . 

E x a m i n i n g the e x t e n t t o wh ich the above discussed cond i t i ons have been ab le t o 
p r o d u c e an e f f e c t on t h e s t r u c t u r a l m o d e r n i z a t i o n o f the i ndus t r i a l b ranches 
d e a l t w i t h above, t h e a c t u a l s i t u a t i o n p resen ts t he p i c t u r e shown in Table 5. ( I t 
has t o be emphas i zed t h a t th is e v a l u a t i o n p o i n t s ou t the c h a r a c t e r i s t i c tendenc ies 
a r i s i n g f r o m the n a t u r e o f the g iven f a c t o r s . ) 

N o t w i t h s t a n d i n g t h e f a c t t ha t these q u a l i f i c a t i o n s are t o some e x t e n t sub jec t i ve , 



Table 5 

Conditions of innovation 

Pa in t and 
va rn i sh 

i ndus t ry 

1 

A g r i c u l t u r a l 
mach ine 
indus t ry 

Wool i ndus t ry 

1 

B r i c k and t i l e 
i ndus t ry 

1 

1. I nsp i r a t i ve m a c r o -
e c o n o m i c po l i cy 

2. Adequa te o r g a n i z a t i o n a l 
f r a m e w o r k 
- s t rong c e n t r e 
- sma l l and m e d i u m - s i z e d 

compan ies 
- b i r t h and cessa t ion 

o f compan ies 

3. Necess i ty o f c o m p e t i t i o n 
- domes t i c c o m p e t i t i o n 
- i n t e r n a t i o n a l c o m p e t i t i o n 

L egend: 1 - s t rong pos i t i ve e f f e c t ; 
2 - weak pos i t i ve e f f e c t ; 
3 - no e f f e c t or c o u n t e r - e f f e c t 
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t h e t ab le revea ls m u c h about the c o n d i t i o n - s y s t e m s o f the s t r u c t u r a l a d j u s t m e n t o f 
t h e i ndus t r i a l b ranches discussed: none o f the branches under e x a m i n a t i o n p r o v i d e 
any ev idence t h a t any o f the f a c t o r s show s t rong pos i t i ve e f f e c t s and th i s by i t s e l f 
is a wa rn ing s igna l . A c h a r a c t e r i s t i c o f m o s t cases is the lack o f p roper cond i t i ons ; 
thus t he i ncen t i ves a re weak or , i n p r a c t i c e , c o n s t i t u t e t he i m p e d i n g f o r ces , i .e . 
i t is t h e i r nega t i ve e f f e c t s wh i ch p r e v a i l . 

The i n ten t i ons o f economic policy unamb iguous ly a i m a t encou rag ing a m o r e 
c r e a t i v e , i n n o v a t i v e w a y o f t h i nk i ng , and a more d y n a m i c d e v e l o p m e n t p o l i c y . 
H o w e v e r , as has been c o n f i r m e d by t h e f i n d i n g s o f severa l o t h e r s tud ies , i n d u s t r i a l 
compan ies have - as a ru le - expe r i enced t h e reverse . 

O r g a n i z a t i o n a l s t r u c t u r e s do not p resen t a p a r t i c u l a r l y f a v o u r a b l e p i c t u r e e i t h e r . 
A l t h o u g h the pa in t and varn ish i ndus t r y has a ' cen t re 1 , i t s ' s t r e n g t h ' is h i gh l y c o n -
t e s t a b l e . In the f i e l d o f the a g r i c u l t u r a l m a c h i n e i ndus t r y , cons ide rab le o r g a n i z a -
t i o n a l changes t ook p l a c e a f ew years ago (a long w i t h the d i s i n t e g r a t i o n o f t r us t s ) . 
H o w e v e r , s ince these changes were based on a c e n t r a l dec is ion , t h e y w e r e unab le 
t o l ead to the f o r m a t i o n o f the d e s i r a b l e o r g a n i z a t i o n a l s t r u c t u r e . (This a lso 
p r o v e d t h a t , in the g i v e n case, a c a m p a i g n o f d e c e n t r a l i z a t i o n is l i k e l y t o be jus t 
as i n e f f e c t i v e as a f o r c e d c o n c e n t r a t i o n . ) A t the t i m e o f the p resent r esea rch p r o -
j e c t , the woo l i ndus t r y rep resen ted a h i g h l y c o n c e n t r a t e d f o r m o f c o m p a n y o r g a n i -
z a t i o n . The. six compan ies - each r a t h e r la rge c o m p a r e d t o o t h e r b ranches -
w o r k e d , w i t h severa l o t he r p lants , under c e n t r a l i z e d d i r e c t i o n . S ince t h e n the s i t -
u a t i o n has changed t o a c e r t a i n e x t e n t . A c c o r d i n g t o c e r t a i n proposals ( t o w h i c h 
we a lso c o n t r i b u t e d ) severa l compan ies have deve loped m o r e f l e x i b l e o r g a n i z a t i o n a l 
f o r m s (subsid iary and j o i n t s tock compan ies ) and u p - t o - d a t e p a t t e r n s o f m a n a g e -
m e n t . A l t h o u g h the b r i c k and t i l e i n d u s t r y a c t u a l l y has a c e n t r e , one task o f w h i c h 
is p rec i se l y t o c o n c e n t r a t e the possib le t e c h n o l o g i c a l d e v e l o p m e n t e f f o r t s , t he 
o t h e r t w o cond i t i ons a re f u l f i l l e d on ly n o m i n a l l y . (The m o d e r n i z a t i o n o f t h e o r g a n i -
z a t i o n a l s t r u c t u r e has been p laced on the agenda of th is b ranch too. ) 

A l l i n a l l , w h a t is r e a l l y miss ing is t h e competitive situation. I n t e r n a l c o m p e t i -
t i o n is weak in each o f the branches , w h i l e e x t e r n a l c o m p e t i t i o n in b o t h the 
p a i n t and varn ish i n d u s t r y and the b r i c k and t i l e i ndus t ry encourages s t r u c t u r a l 
change only t o a m i n i m u m degree. E x t e r n a l c o m p e t i t i o n in t he w o o l i ndus t r y 
makes i t s e f f e c t f e l t on ly ra the r i n d i r e c t l y . The lack o f i n t e r n a l c o m p e t i t i o n is 
caused not so m u c h by the monopo l i s t i c p o s i t i o n i t s e l f , bu t by t he d i v i s i o n o f m a r -
k e t s and ' p ro f i l es ' ( p roduc t pa t te rns ) . The causes of the lack o f p a r t i c i p a t i o n in 
t h e i n t e r n a t i o n a l d i v i s i o n o f labour , as has been seen, va r y f r o m one b r a n c h t o an-
o t h e r , but i ts e f f e c t is j us t the same. 

I f the supply o f m a t e r i a l resources f o r s t r u c t u r a l change are a lso t a k e n i n t o 
a c c o u n t (and th is ques t i on has not been d e a l t w i t h separa te l y here) , t h e s i t u a t i o n 
o f f e r s an even m o r e un favou rab le p i c t u r e . Each o f the discussed b ranches has run 
i n t o heavy debts, and t h e y hard ly have any f r ee f i n a n c i a l means fo r d e v e l o p m e n t . 
O w i n g t o i m p o r t r e s t r i c t i o n s , m a i n t a i n i n g adequa te q u a n t i t a t i v e and t e c h n o l o g i c a l 
l eve ls o f the m a c h i n e r y has become a ser ious d i f f i c u l t y , w h i l e e f f i c i e n t e x p l o i t a -
t i o n o f ex i s t i ng c a p a c i t i e s is made d i f f i c u l t by the meagre funds a v a i l a b l e f o r i m -
p o r t i n g basic m a t e r i a l s . Occas iona l l y t h e q u a n t i t a t i v e lack of m a n p o w e r and, in 
some cases, the l a c k o f p roper l y s k i l l e d worke rs , lead t o t he r e t a r d a t i o n o f 
p rogress . 

These f a c t s do no t c o n s t i t u t e excuses, bu t they he lp t o e x p l a i n w h y t h e e x a m -
ined f i e l ds have not succeeded in a t t a i n i n g m o r e e f f e c t i v e s t r u c t u r a l changes. 
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The s t r u c t u r a l r e n e w a l o f the p rocess ing indus t r i es requ i res t he i n p u t o f cons ide ra -
b le resources . The g r e a t e r p a r t o f these funds w i l l have t o be ra i sed by the indus-
t r y i t s e l f . On accoun t o f th is and a lso because o f t he abso lu te necess i t y o f i m -
p r o v i n g e f f e c t i v e n e s s , the a v a i l a b l e resources need t o be a l l o c a t e d t o such p laces 
w h e r e the o p t i m u m r e t u r n s may be e x p e c t e d . The poss ib i l i t i es f o r t h i s may be en -
sured - among o the r th ings - by r a t i o n a l i z a t i o n . R a t i o n a l i z a t i o n m a y conce rn a c -
t i v i t i e s , f a c t o r i e s , i n d u s t r i a l p l a n t s , compan ies or even the w h o l e o f a b r a n c h o f 
i n d u s t r y . 

O f t he indus t r i es e x a m i n e d he re , in t he cases o f the pa in t and va rn i sh i ndus t r y 
and the b r i c k and t i l e i ndus t r y t h e e l i m i n a t i o n o f a c t i v i t i e s does no t c o m e i n t o 
ques t i on , even in p r i n c i p l e . B o t h b ranches p roduce goods w h i c h a re d i f f i c u l t and 
expens ive t o t r a n s p o r t . T h e r e f o r e , t hey p a r t i c i p a t e in t he i n t e r n a t i o n a l d i v i s i on o f 
labour t o a sma l l e x t e n t on l y . M o r e o v e r , no c o u n t r y is ab le t o d ispense w i t h i t s 
d o m e s t i c p roducers . In the o t h e r t w o branches, the w o o l i n d u s t r y and the 
a g r i c u l t u r a l mach ine i ndus t r y , t h e i r r a t i o n a l i z a t i o n ( i .e . t he i r e l i m i n a t i o n ) is con -
c e i v a b l e in p r i n c i p l e , bu t i t has no r e a l i t y , and p robab ly i t w o u l d n o t be r a t i o n a l 
a t a l l . A p a r t f r o m the t i m e - h o n o u r e d t r a d i t i o n s o f t h e i r p r o d u c t i o n , t h e i r 
e x i s t e n c e is also j u s t i f i e d by the f o l l o w i n g f a c t s : 

- o w i n g t o h a r d - c u r r e n c y r e s t r i c t i o n s t h e i r p roduc ts canno t be o b t a i n e d t h rough 
i m p o r t a t i o n ; 

- b o t h b ranches a re s i g n i f i c a n t e x p o r t e r s (e i the r i n d i r e c t or d i r e c t ) ; 
- t he w o o l i ndus t r y possesses a s i g n i f i c a n t domes t i c raw m a t e r i a l basis; 
- t he d e v e l o p m e n t o f a g r i c u l t u r e and - i nc reas ing ly - the d e v e l o p m e n t o f b i o -

t echno logy a re inseparab le f r o m the ex i s tence o f a d o m e s t i c m a c h i n e i ndus t r y 
basis. 

A l l th i s , h o w e v e r , does no t i m p l y t h a t i n each o f t he e x a m i n e d i ndus t r i es t he 
m a i n t e n a n c e o f t he p resent c a p a c i t i e s is e n t i r e l y j u s t i f i a b l e . A c c o r d i n g t o our ana-
lyses, e .g. in t he f i e l d o f the w o o l i n d u s t r y , the ava i l ab l e c a p a c i t i e s a re s i g n i f i -
c a n t l y u n d e r - u t i l i z e d , and fou r or f i v e compan ies wou ld s u f f i c e as aga ins t the pres-
e n t s i x . } H o w e v e r , a l t hough t h e r e seems t o be no doubt abou t t h e need fo r r a -
t i o n a l i z a t i o n , the e x a c t m e t h o d o f b r i n g i n g i t about is more open t o ques t i on . 

R e l y i n g on the p r i n c i p l e o f r a t i o n a l i t y , f i r s t t he least p r o d u c t i v e p lan ts a t the 
l o w e s t t e c h n o l o g i c a l l e ve l ough t t o be c losed. Under t he p resen t cond i t i ons and 
o r g a n i z a t i o n a l s t r u c t u r e o f the w o o l i ndus t r y , th is is hard ly poss ib le . The p a r t i c u l a r 
i n t e r e s t s o f the i n d i v i d u a l compan ies and those o f t he b ranch as a who le a re no t 
a l w a y s i d e n t i c a l ; f u r t h e r m o r e , t he m e c h a n i s m th rough w h i c h these i n t e r e s t s m i g h t 
app roach one ano the r has no t y e t been w o r k e d o u t . 

I t may also be rega rded essen t i a l l y as a f o r m o f r a t i o n a l i z a t i o n t h a t the c o m -
panies w h i c h have a l ready been d i v e r s i f i e d t e n d t o spend an i n c r e a s i n g l y s i g n i f i c a n t 
p a r t o f t he i r resources on wo rks o t h e r t h a n t h e i r basic a c t i v i t y . O u t o f the six 
t e x t i l e compan ies , t h r e e a re g r a d u a l l y i nc reas ing t he i r i n v o l v e m e n t in o the r a c t i v i -

2 'Rationalization" is used here to mean the reduction of capacity in order to bring about 
qreater efficiency in the given industry. 

3 It should be emphasized that similarly to the 'optimum' structure, the 'optimum' order of 
magnitude of the individual branches cannot be defined either. Therefore, it is not that 
a country of a size similar to Hungary could not maintain six companies in the wool in-
dustry, but it has to be underlined that under the present conditions of the market, 
profitability and other things, the existing capacities cannot be utilized rationally. 
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t i es ( r e a d y - m a d e goods, k n i t t e d f a b r i c s ) . The r a t i o n a l i t y beh ind these endeavours 
can hard ly be d i spu ted s ince the p r o f i t a b i l i t y o f these a c t i v i t i e s is m u c h h igher 
t h a n t h a t of t h e p r o d u c t i o n o f c l o t h ; a t t he same t i m e t h e y can t ake more ad -
van tage o f t h e i r v e r t i c a l i n t e g r a t i o n . 

Y e t , a f t e r t a k i n g a l l these th ings i n t o cons ide ra t i on , t h e r e s t i l l r ema ins the need 
f o r a c o - o r d i n a t e d r e n e w a l p r o g r a m m e a p p r o p r i a t e f o r t h i s b ranch . Beside the 
measures w h i c h have been taken t o p r o m o t e c o o p e r a t i o n b o t h w i t h i n the company 
and be tween the i n d i v i d u a l compan ies (e.g. the e s t a b l i s h m e n t o f a j o i n t f o r e i g n 
t r a d e e n t e r p r i s e ) , t h e r e a re also some t h a t i n v a r i a b l y e x p e c t the t o p m a n a g e m e n t 
o f i ndus t ry t o w o r k o u t t he feas ib le d i r e c t i o n s o f the ' e v o l v e m e n t ' p r o g r a m m e and 
t o ensure t h a t t h e r e a re t he funds necessary f o r s t r u c t u r a l change. Th is , h o w e v e r , 
canno t happen - bes ides i t wou ld no t , in a l l l i ke l i hood , y i e l d the des i red r esu l t . E x -
per iences d r a w n f r o m the e c o n o m i c r e h a b i l i t a t i o n s c a r r i e d ou t under c e n t r a l d i r e c -
t i o n and w i t h c o n s i d e r a b l e g o v e r n m e n t suppor t (e.g. in t h e case o f i r on m e t a l l u r g y 
and m in ing ) , a lso c o n f i r m t h a t i t is m u c h m o r e p r a c t i c a b l e t o seek so lu t ions i n -
vo l v i ng g r e a t e r response t o the j u d g e m e n t s o f t he m a r k e t and r e l y i n g m o r e heav i l y 
on the g iven o r g a n i z a t i o n ' s o w n resources . 

H o w e v e r , t h e f a c t t h a t r a t i o n a l i z a t i o n w i t h i n the w o o l i ndus t r y - w h i c h is r e a l l y 
des i rab le and has been f o r m u l a t e d even in t he g o v e r n m e n t c o n c e p t i o n - ha rd l y ap-
pears in the s t r a t e g i c concep t i ons o f t h e compan ies , shows t h a t the t a c k l i n g o f th is 
p r o b l e m cannot be e x p e c t e d f r o m i s o l a t e d company dec is ions . There is a need 
a n y w a y : 

- t o es tab l i sh a r e a l i s t i c sys tem o f p r o p e r t y i n t e r e s t , and s imu l taneous l y t o i n -
vo lve the b a n k i n g sphere m o r e i n t e n s i v e l y ; 

- t o c o n t i n u e t h e ongo ing m o d e r n i z a t i o n o f the o r g a n i z a t i o n a l s t r u c t u r e o f the 
b ranch ; 

- t o increase the n u m b e r o f p r o d u c t i v e en te rp r i ses ; 
- t o set up an i ndependen t p ro fess iona l i ndus t r i a l a s s o c i a t i o n . 

I t seems t o be i n e v i t a b l e t h a t t he re w i l l be a r a t i o n a l i z a t i o n o f t he capac i t i e s 
in the b r i c k and t i l e i n d u s t r y t oo . To d e f i n e t he des i rab le deg ree o f r a t i o n a l i z a t i o n 
is s t i l l d i f f i c u l t a t p r e s e n t , bu t i t is q u i t e c l ea r t h a t t hose p lan ts w h i c h app ly the 
t r a d i t i o n a l t echno log ies and are unable t o produce u p - t o - d a t e p roduc ts should be 
c losed. R a t i o n a l i z a t i o n in th i s b ranch shou ld a lso i m p l y an adequa te m o d e r n i z a t i o n 
o f t he o r g a n i z a t i o n a l s t r u c t u r e , a l t hough the l a t t e r is j u s t i f i e d p r i m a r i l y by t he i m -
p r o v e m e n t o f the i n t e r e s t r e l a t i ons , as w e l l as by the s t r e n g t h e n i n g of the e n t r e -
p reneu r i a l way o f t h i n k i n g . 

In t he t w o o t h e r b ranches a m o r e s i g n i f i c a n t r a t i o n a l i z a t i o n is no t necessary , es-
pec ia l l y w i t h r e g a r d t o unsa t i s f i ed needs. H o w e v e r , i t is necessary , as w i t h any 
o t h e r b ranch o f i n d u s t r y , t o c a r r y ou t changes in t he p r o d u c t p a t t e r n a t a hea l t hy 
r a t e , i . e . t o g r a d u a l l y r e p l a c e the obso le te , n o n - c o m p e t i t i v e and uneconom ica l 
p roduc ts by new ones. A t t h e same t i m e i t should be e m p h a s i z e d t h a t the necess i ty 
o f r a t i o n a l i z a t i o n does n o t by i t s e l f q u a l i f y t he s i t u a t i o n o f any g i ven b ranch . For 
ins tance , w h i l e i t is p r a c t i c a b l e t o n a r r o w down the c a p a c i t i e s in t he f i e lds o f the 
w o o l i ndus t ry and the b r i c k and t i l e i n d u s t r y , th is is no t t h e case w i t h i n t he a g r i -
c u l t u r a l mach ine i n d u s t r y and the pa in t and va rn ish i n d u s t r y . H o w e v e r , th is does 
not i m p l y t h a t t h e f o r m e r t w o branches a re worse p e r f o r m e r s t h a n the l a t t e r ones, 
or t h a t t hey a re less i m p o r t a n t . In t he g i v e n cases the i m p o s s i b i l i t y o f m e e t i n g the 
demand may r e f l e c t m u c h m o r e ser ious e c o n o m i c f a u l t s t h a n the e x i s t e n c e o f a l -
ready super f luous c a p a c i t i e s . Chang ing s t r u c t u r e s o f d e m a n d , t e c h n o l o g i c a l deve l -
o p m e n t , changes in l i v i n g s tandards and l i f e s t y l e s , and s e v e r a l o t he r f a c t o r s may 
lead to a s t a t e in w h i c h c e r t a i n c a p a c i t i e s become supe r f l uous . Thus, in t he case 
o f the t r a d i t i o n a l b ranches , d e v e l o p m e n t and r a t i o n a l i z a t i o n shou ld be hand led as 
t w o c lose ly i n t e r r e l a t e d tasks o f the e c o n o m y . 
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5 . Conclusions and Fur ther Tasks 

W i t h o u t o v e r - e s t i m a t i n g t he poss ib i l i t y o f g e n e r a l i z i n g t he expe r i ences ga ined 
t h r o u g h the e x a m i n a t i o n o f the d iscussed i n d u s t r i a l b ranches, i t seems t o be w o r t h 
u n d e r l i n i n g the lessons w h i c h may c o n t r i b u t e t o m a k i n g our s t r u c t u r a l a d j u s t m e n t 
p o l i c y m o r e e f f e c t i v e . 

1. The t r a d i t i o n a l c h a r a c t e r o f an i n d u s t r y should not i m p l y i t s u n d e r - e s t i m a -
t i o n i n t he process o f s t r u c t u r a l a d j u s t m e n t . The con t inuous change o f p r o d u c t 
s t r u c t u r e is jus t as u rgen t in the t r a d i t i o n a l b ranches as i t is i n t he p rog ress i ve 
i n d u s t r i e s . This seeming l y ev i den t r e q u i r e m e n t should be emphas i zed m a i n l y be -
cause, in the course o f t he research , we f r e q u e n t l y heard op in ions w h i c h suggested 
t h a t t h e r e was no p o s s i b i l i t y o f speeding up the s t r u c t u r a l change or a d j u s t m e n t in 
these branches because o f t h e i r t r a d i t i o n a l c h a r a c t e r , the long l i f e - s p a n o f t h e i r 
t echno log ies , and the c h a r a t e r i s t i c s o f t h e i r p r o d u c t p a t t e r n . 

2. H o w e v e r , i t is a lso t r u e t h a t i n m a n y areas o f t he t r a d i t i o n a l i ndus t r i es i t 
is v e r y d i f f i c u l t t o be p rec i se about t he a c t u a l f o r m of the s t r u c t u r a l changes ne -
cessary . Thus, w i t h the absence o f f i x e d o b j e c t i v e s , i t wou ld a lso be d i f f i c u l t t o 
render an accoun t o f the changes. In q u i t e a f e w f ie lds o f the t e x t i l e and g a r m e n t 
i n d u s t r y i t is e x t r e m e l y d i f f i c u l t t o d r a w the l ine b e t w e e n o l d and new p r o d u c t s . 
The same appl ies t o m o r e than one sub -b ranch o f the bu i l d i ng m a t e r i a l s i n d u s t r y . 

R e f e r e n c e should be m a d e here t o a n o t h e r p r o b l e m : n a m e l y , t h a t even i f a s t a -
t i s t i c a l l y v e r i f i a b l e change in the p r o d u c t s t r u c t u r e is poss ib le, t h i s does no t i n -
d i c a t e t h a t the re has been an i n t e n s i f i c a t i o n o f s t r u c t u r a l a d j u s t m e n t . As 
has been c o n f i r m e d by t h e examp les ana lysed here , l a rge -sca le s t r u c t u r a l changes, 
w h i c h c o u l d be ' spo t t ed ' s t a t i s t i c a l l y or by da ta , d id no t i m p l y a s imu l t aneous i m -
p r o v e m e n t of the c o m p e t i t i v e n e s s and e f f e c t i v e n e s s of the g i v e n b ranch . T h e r e -
f o r e , spec ia l ca re shou ld be t a k e n no t t o q u a l i f y branches or compan ies on th i s 
basis, and even m o r e c a r e should be t a k e n no t t o g ran t p r e f e r e n c e s on t h e grounds 
o f s i m i l a r v i e w p o i n t s . 

3. The we igh t o f the i n d i v i d u a l t r a d i t i o n a l branches has a l r e a d y been discussed. 
In a d d i t i o n t o th is , i t is a lso ve ry i m p o r t a n t t o p lace a s t rong emphas is on the ro le 
these branches may p lay in the o v e r a l l s t r u c t u r a l change and in t he who le ' e v o l v e -
m e n t ' p r o g r a m m e . The i m p o r t a n c e needs t o be under l i ned because i t is r a t h e r c o m -
m o n t o hear the op in ion , even now, t h a t t h e poss ib i l i t i es fo r a b r e a k t h r o u g h o f t he 
c o u n t r y ' s indus t ry w i l l o n l y occu r in t he sphere o f the p rogress ive i ndus t r i es , i .e . 
those w h i c h have adop ted the mos t u p - t o - d a t e t echno log ies . A c c o r d i n g t o th i s 
op in i on , the t r a d i t i o n a l b ranches r e p r e s e n t a k i nd o f necessary e v i l , and t hey 
shou ld be m a i n t a i n e d o n l y so long as t h e r e a re no o the r m o r e u p - t o - d a t e b ranches 
t o r e p l a c e t h e m . 

In oppos i t i on t o t h i s , t h e f i nd ings o f our i n v e s t i g a t i o n c o n f i r m the poss ib i l i t y or 
even necess i ty of speak ing o f the ' l o c o m o t i v e ' (p rope l l i ng ) ro l e o f c e r t a i n t r a d i -
t i o n a l b ranches w i t h r e g a r d t o t he c o u n t r y ' s c a p a b i l i t i e s and l e v e l o f d e v e l o p m e n t . 
I f we can make advances in these f i e l ds aga ins t our c o m p e t i t o r s , t h e n we m i g h t 
r e a l i z e c e r t a i n c o m p a r a t i v e advan tages w h i c h c o u l d he lp t o inc rease the e f f e c t i v e -
ness o f the c o u n t r y ' s a d j u s t m e n t t o t h e c o n d i t i o n s o f the e x t e r n a l e c o n o m y . 

A l l t h i s is espec ia l l y r e l e v a n t i f t he i n d u s t r i a l ' v e r t i c a l s ' lend t hemse l ves to r e a l -
i s t i c deve lopmen t , and a re t h e n t a k e n i n t o cons ide ra t i on t o g e t h e r , r a t h e r t h a n 
be ing r ega rded as i s o l a t e d a c t i v i t i e s and separa ted branches. W i t h o u t go ing beyond 
t h e scope o f th is i n v e s t i g a t i o n , our e x a m p l e s do suggest some possib le cha ins , e .g . 
sheep-b reed ing - p r o d u c t i o n of w o o l l e n t e x t i l e s - r e a d y - m a d e w o o l l e n p r o d u c t s in 
t h e case o f the woo l i n d u s t r y ; and m a c h i n e p r o d u c t i o n - a g r i c u l t u r a l p r o d u c t i o n -
i n d u s t r i a l f o o d process ing in the case o f the a g r i c u l t u r a l m a c h i n e i n d u s t r y . I t is 
no t necessar i l y an e x a g g e r a t i o n t o s t a t e t h a t i f severa l t r a d i t i o n a l b ranches с о -
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o p e r a t e c o n s t r u c t i v e l y , t hey may c o o r d i n a t e t h e i r a c t i v i t i e s in such a way t h a t a 
q u a l i t a t i v e l y d i f f e r e n t and u p - t o - d a t e cha in m i g h t e m e r g e . 

4 . In the d e f i n i t i o n o f the t r a d i t i o n a l b ranches , i t was the t r a d i t i o n a l n a t u r e o f 
t h e t echno log i ca l p rocesses w h i c h was be ing r e f e r r e d t o . A t t he same t i m e , i t was 
e m p h a s i z e d t h a t such a d e f i n i t i o n does no t e x c l u d e the s imu l taneous a d o p t i o n o f 
a d v a n c e d t echno log ies and e q u i p m e n t . I n t e r n a t i o n a l expe r i ences show t h a t a u t o m a -
t i o n , the a p p l i c a t i o n o f e l e c t r o n i c s and t h e a d o p t i o n o f o t h e r advanced techn iques 
h a v e tended to i n c r e a s e p r i m a r i l y i n t h e p r e p a r a t o r y , secondary and a u x i l i a r y p r o -
cesses (designing, p a c k i n g , qua l i t y c o n t r o l , s t o r i ng , e t c . ) . The r e l a t e d Hunga r i an e x -
pe r i ences show j us t t h e reverse t e n d e n c y . Wh i le the up - t o -da teness and t e c h n o l o g i -
c a l l e v e l and supp ly o f the most i m p o r t a n t means o f p r o d u c t i o n o f the t r a d i t i o n a l 
b ranches may be q u a l i f i e d as c o m p a r a t i v e l y good ( e x c e p t , f o r e x a m p l e , a c e r t a i n 
g r o u p o f b r i ck f a c t o r i e s ) , in o the r f i e l ds o f t h e i r a c t i v i t i e s they lag beh ind 
t h e i r c o m p e t i t o r s - and th i s tendency has i nc reased in r e c e n t years . The reasons 
a r e , o f course, w e l l - k n o w n ( sca rc i t y o f resources , i m p o r t r e s t r i c t i o n ) bu t t he se-
r i o u s possible s i d e - e f f e c t s o f th is t endency a re perhaps no t so w e l l unders tood . 

5 . The u n s e t t l e d s t a t e of the m e c h a n i s m of r a t i o n a l i z a t i o n is conspicuous in 
t h e f i e l d o f the t r a d i t i o n a l b ranches. In these f i e l ds a s t r u c t u r a l change canno t be 
c o n c e i v e d w i t h o u t t h e r a t i o n a l i z a t i o n o f the n o n - p r o f i t a b l e , n o n - c o m p e t i t i v e a c t i v -
i t i e s . In add i t i on t o t h e k n o w n quest ions , our analyses a lso d e m o n s t r a t e d the p a r -
t i c u l a r l y unclear a n d u n s e t t l e d p r i nc i p l es and me thods assoc ia ted w i t h r a t i o n a l i z a -
t i o n in such f i e l d w h e r e c e n t r a l i n t e r v e n t i o n canno t be e x p e c t e d , but where m u c h 
m o r e is needed t h a n i s o l a t e d c o m p a n y - l e v e l measures . E v e n now, p r a c t i c a l l y no 
o r g a n i z a t i o n or a u t h o r i t y takes the r espons ib i l i t y f o r t he b ranch ( sub -b ranch ) - l eve l 
e c o n o m i c r e h a b i l i t a t i o n p r o g r a m m e s . Maybe t h e Hunga r i an C h a m b e r o f C o m m e r c e 
is su i t ab le for t h i s t a s k , but i ts s e c t i o n a l s y s t e m cove rs un i t s w h i c h a re f a r t o o 
l a r g e . The re fo re , i t seems t h a t i t is necessary t o cons ider the es tab l i shmen t o f 
such o rgan iza t ions w h i c h a re su i tab le f o r r e p r e s e n t i n g , sa fegua rd ing and h a r m o n i z -
i ng t h e branch i n t e r e s t s . Such c o r p o r a t e o r g a n i z a t i o n s a l r eady ex i s t in seve ra l 
c o u n t r i e s (e.g. in t h e f o r m o f the so - ca l l ed ' F a c h v e r b a n d ' ) . 

6. F i na l l y , m e n t i o n shou ld be made o f the f a c t t h a t t he t r a d i t i o n a l b ranches do 
n o t make enough use o f the o ld sk i l l s . In c e r t a i n t r ades - m a i n l y in those 
w h e r e they cou ld p r o v i d e a 'plus' w h i c h c o u l d c o n t r i b u t e t o c o m p e t i t i v e n e s s - t he 
o l d m a s t e r - c r a f t s m e n have d isappeared and t h e r e has been no f resh supply . The 
e x a m p l e of the w o o l i ndus t r y shows t h a t c e r t a i n k inds o f p roduc ts - w h i c h have 
a l r e a d y been ' w r i t t e n o f f ' (e.g. ca rded c l o t h ) - m i g h t f i n d new m a r k e t o p p o r t u n i -
t i e s . Howeve r , in o r d e r t o change th i s s i t u a t i o n w e l l - t r a i n e d e x p e r t s a re needed. 
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SHAPING THE PRODUCT STRUCTURE IN H U N G A R I A N 
INDUSTRIAL COMPANIES 

G Á B O R P A P A N E K 

In r ecen t decades, seve ra l o f f i c i a l documen ts and s tud ies pub l i shed in the spec ia l 
l i t e r a t u r e have ana lysed the s t r u c t u r a l c r i s i s of H u n g a r i a n i n d u s t r y ; in doing so, 
t hey have looked f o r t h e causes o f the c r is is and fo r possib le so lu t ions . A l t h o u g h 
a number of r e c o m m e n d a t i o n s by expe r t s have been pu t i n t o p r a c t i c e , these e f -
f o r t s have f a i l e d even t o p reven t t he inc rease o f t he c o u n t r y ' s t r oub les . It is on 
th is accoun t t h a t t he p resen t paper ven tu res t o f i n d an app roach - in a w ider con -
t e x t t h a n usual - t o t h e poss ib i l i t i es o f t a k i n g a s tep f o r w a r d . 

The A i m of This Analysis 

In the i n d u s t r i a l f i e l d the w o r d ' s t r u c t u r e ' serves as a comprehens i ve denomina -
t i o n o f c e r t a i n c h a r a c t e r i s t i c p ropo r t i ons (d iv is ion , c o m p o s i t i o n ) . What a c t u a l d i -
v is ions or c o m p o s i t i o n s are t o mean depends on the g i ven t o p i c , on t he very n a t u r e 
o f the on -go ing i n v e s t i g a t i o n and on the cons ide ra t i on w i shed t o be emphas ized by 
t h e m . 

A t the same t i m e , i t is w e l l - k n o w n t h a t s t r u c t u r a l t roub les have been a con -
c o m i t a n t o f the d e v e l o p m e n t o f our i ndus t r y f o r m o r e t h a n a c e n t u r y . A t the i n i -
t i a l s tage o f t he i n d u s t r i a l i z a t i o n process Hungary had a lso t o f a c e such prob lems 
as t he lack o f who le branches of i ndus t r y and the b a c k w a r d s ta te of e x i s t i n g 
branches , i .e . the d e f i c i e n c i e s o f the e c o n o m i c m a c r o - s t r u c t u r e . Due to ea r l i e r e f -
f o r t s , by t he seven t ies , the b r a n c h - s p e c i f i c s t r u c t u r e o f Hunga r i an indus t ry had 
become somewha t s i m i l a r t o t h a t o f the h igh ly i n d u s t r i a l i z e d c o u n t r i e s . Desp i te 
th is advance , h o w e v e r , severa l d i f f i c u l t i e s have a r i sen w i t h i n t he ' m i c r o - s t r u c t u r e ' 
- n a m e l y , in the p r o d u c t s t r u c t u r e o f i n d u s t r i a l compan ies . F u r t h e r m o r e , the g r o w -
ing p r o p o r t i o n s o f obso le te and i n c o m p e t i t i v e p roduc t s , p roduced a t a low r a t e o f 
e f f i c i e n c y , have by now become the c e n t r a l p r o b l e m o f the e c o n o m y . 1 

The c r u c i a l p r o b l e m s o f the c o u n t r y ' s m i c r o - s t r u c t u r e and t h e i r m a j o r i m p l i c a -
t ions - the low e f f i c i e n c y o f the economy w i t h i t s a l m o s t z e r o - r a t e g r o w t h and a 
c a t a s t r o p h i c d e t e r i o r a t i o n o f the t e r m s of t r a d e - are now w ide l y known . 
A l l the same, no g e n e r a l ag reemen t has been reached w i t h i n i ndus t r y as t o the 
poss ib i l i t i es and t h e r e l a t e d tasks fo r g e t t i n g ou t o f th i s s i t u a t i o n . I t is on accoun t 
o f th is t h a t t he p resen t paper seeks to f i n d an answer t o th i s ques t i on . Our f unda -

1 For more details see: Ll, 2, 3, 
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m e n t a l c o n s i d e r a t i o n is t h a t the e f f o r t s made so fa r t o i m p r o v e the i n d u s t r i a l 
s t r u c t u r e have f a i l e d t o y i e l d t he d e s i r e d resu l ts , m a i n l y because t hey c o n s t i t u t e 
no more than s y m p t o m a t i c t r e a t m e n t . The prev ious e f f o r t s had been g e n e r a l l y 
a i m e d at i n t r o d u c i n g (or s i g n i f i c a n t l y expand ing ) the gross o u t p u t o f p roduc t s q u a l i -
f i e d as ' f a v o u r a b l e ' , and s imu l t aneous l y s topp ing the p r o d u c t i o n o f goods seen as 
' u n f a v o u r a b l e ' . The p r a c t i c a l m e t h o d o f s t r u c t u r a l a d j u s t m e n t , h o w e v e r , does no t 
l i e in a v o l u n t a r i s t and c a m p a i g n - l i k e s e l e c t i o n f r o m a m o n g these possib le p r o d -
u c t s , but in a continuous development activity. This shou ld t a k e i n t o accoun t a l l 
t h e c h a r a c t e r i s t i c s o f the s t r u c t u r a l changes and should e x t e n d t o e v e r y i m p o r t a n t 
f i e l d o f the e c o n o m y . This is a l l the m o r e so since - i n a d d i t i o n t o t he consc ious 
i n t e r v e n t i o n s o f dec i s i on -make rs - changes in t he i n d u s t r i a l s t r u c t u r e are also 
shaped by ' e x t e r n a l ' , ' spontaneous ' e f f e c t s . I t is under t h i s doub le i n f l u e n c e t h a t 
t h e c h a r a c t e r i s t i c s o f the s t r u c t u r e a re p e r m a n e n t l y a l t e r i n g . A c lea r p i c t u r e o f 
t hese changes or a l t e r a t i o n s may be g i v e n by means o f the so - ca l l ed ' p r oduc t c y c l e 
c u r v e s ' . These c u r v e s d e m o n s t r a t e p e r i o d s o f d e v e l o p m e n t , o f i n t r o d u c t i o n t o the 
m a r k e t , of expans ion sa tu ra t i on , and d e c l i n e . They also c a l l a t t e n t i o n t o the f a c t 
t h a t in the m e n t i o n e d per iods, t he m a r k e t i n g poss ib i l i t i es , the r e q u i r e d p r o d u c t i o n 
a n d se l l ing cos ts , and the p r i ce o f a g i v e n p roduc t w i l l be m o d i f i e d w i t h these 
c h a r a c t e r i s t i c t endenc ies . Consequen t l y , w h a t can be cons ide red as t he v e r y es-
sence o f s t r u c t u r a l change is t he c o n t i n u o u s i n f l uence e x e r t e d on processes e f f e c t -
i ng t h e p roduc t c y c l e curves ( i .e . w h i c h p r o m o t e des i rab le changes and impede 
t h e un favourab le ones) . 

In the sense o u t l i n e d above, t he i n t r o d u c t i o n o f ' f a v o u r a b l e ' p r o d u c t s i n t o p r o -
d u c t i o n is on ly t he f i r s t s tep necessary f o r s t r u c t u r a l change . A f u r t h e r task -
w h i c h is abso lu te l y ind ispensable - is the expans ion o f p r o d u c t i o n and the 
m a r k e t i n g o f p r o d u c t s judged as ' f a v o u r a b l e ' . The a n t i c i p a t i o n o f r esu l t s a lways r e -
q u i r e s the consequen t ( m a r k e t ) s t rugg les o f t he phase o f m a t u r a t i o n t o o : th i s is be -
cause , by the t i m e o f the dec l i ne , t he r e t u r n s on the i n v e s t m e n t s o f a l l the p re -
v i ous phases mus t have been a c h i e v e d . Nowadays i t is a c o m m o n unders tand ing 
a m o n g economic e x p e r t s t h a t mos t o f the tasks o f s t r u c t u r a l d e v e l o p m e n t , as 
m e n t i o n e d here , a re company r e s p o n s i b i l i t i e s . N a m e l y , b o t h t he r e l a t e d o f f i c i a l 
s t a n d p o i n t in H u n g a r y [ 5 , 6] and the i n t e r n a t i o n a l e c o n o m i c l i t e r a t u r e , c l a i m t h a t 
t h e most i m p o r t a n t f a c t o r fo r a c h i e v i n g success in s t r u c t u r a l d e v e l o p m e n t is t he 
r e s o l u t e and s t renuous e f f o r t o f the w o r k i n g c o l l e c t i v e s u n d e r t a k i n g the necessary 
t a s k . Success a lso depends on the la rge number o f m ino r and m a j o r measures t a k e n 
t o enable compan ies t o ad jus t , c o n t i n u o u s l y , t he i r resea rch and d e v e l o p m e n t , and 
t h e i r p roduc t i on a n d m a r k e t i n g a c t i v i t i e s ; t hey must also assess the a c t u a l m a r k e t 
demands as w e l l as o the r poss ib i l i t i es . 

Exper ience shows, howeve r , t h a t t h e c o u n t r y ' s i ndus t r i a l p r a c t i c e has no t a d o p t -
ed the a b o v e - m e n t i o n e d methods e f f e c t i v e l y enough t o p e r f o r m the m e n t i o n e d 
t a s k s . The re fo re , t he f o l l o w i n g analyses c o n c e n t r a t e on ques t ions conce rn i ng m e t h -
ods . Be fo re go ing i n t o de ta i l s , we a re go ing t o s u m m a r i z e t h e poss ib i l i t i es o f ap-
p l y i n g some techn iques o f ma jo r i m p o r t a n c e in the f o l l o w i n g t ab l e . Then , p r o c e e d -
i ng a long the i n d i v i d u a l phases o f t he p r o d u c t c y c l e c u r v e , w e t r y t o f i n d ou t the 
f o l l o w i n g : (1) in w h a t ways and by w h a t means do the i n d u s t r i a l compan ies a t t e m p t 
t o f a c e emerg i ng s t r u c t u r a l p rob lems? ; (2) wha t k i nd o f resu l t s m i g h t these app l i -
c a t i o n s y ie ld and w h a t t ype o f p r o b l e m s m i g h t t hey pose?; (3) w h a t o the r 
t echn iques cou ld be app l i ed p r a c t i c a b l y ? 

Our ac tua l i n v e s t i g a t i o n s are based on i n f o r m a t i o n c o n c e r n i n g 50 o f the w e l l -
k n o w n act ions, o f Hungar ian i n d u s t r i a l compan ies , a i m e d a t t r a n s f o r m i n g t h e i r 
s t r u c t u r e . Our ' s a m p l e ' compr ises cases, in equa l p ropo r t i ons , f r o m the heavy and 
l i g h t indust r ies and f r o m sma l l and l a r g e compan ies . A l t h o u g h t h e i r s e l e c t i o n was 
n o t e x a c t l y a r a n d o m one, they seem t o o f f e r , by and l a rge , a c o r r e c t p i c t u r e o f 
t h e ind iv idua l c h a r a c t e r i s t i c s o f s t r u c t u r a l e f f o r t s . In the i nd i v i dua l cases, the a c -
t u a l examples c i t e d by name were q u o t e d in t h e press. 
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Deve lopment of N e w Products 

A c c o r d i n g t o e x p e r i e n c e , a t the beg inn ing o f the p roduc t c y c l e o f each p r o d u c t , 
i n d u s t r i a l compan ies t e n d t o set o b j e c t i v e s r e l a t e d t o technological development. 
The p roduc t d e v e l o p m e n t based on the c o m p a n i e s ' own resea rch and d e v e l o p m e n t 
a c t i v i t y is o u t s t a n d i n g l y successfu l and may p r i m a r i l y be f ound in those i n d u s t r i a l 
s e c t o r s (e.g. i n p h a r m a c e u t i c a l compan ies and in c e r t a i n f i e l d s o f e l e c t r o n i c s ) 
w h e r e t he re are o n l y a f e w d i f f i c u l t i e s in p a y i n g the pa ten t fees . Beside the suc-
cess o f own r e s e a r c h , t h a t of purchasing licences is also a f r e q u e n t o c c u r r e n c e . 
G o o d examples o f t h i s are the Hajdú w a s h i n g - m a c h i n e s , the Lehel r e f r i g e r a t o r s , 
and e v e n the H u n g a r i a n Levi's b lue jeans or Adidas shoes.2 O t h e r compan ies have 
a lso scored r e m a r k a b l e successes in i n t r o d u c i n g p roduc ts w h i c h have now b e c o m e 
t r a d i t i o n a l (e.g. by j o i n i n g in the e x i s t i n g s y s t e m o f the i n d u s t r i a l d i v i s i on o f la -
bou r on the basis o f c o o p e r a t i o n ) . 

In the course o f t h e i nves t i ga t i ons i t was f o u n d t h a t t he s t r u c t u r a l p rob lems o f 
c o m p a n i e s arose, in one ou t of every five cases, in the a b o v e - m e n t i o n e d f i e l d s o f 
d e v e l o p m e n t a c t i v i t i e s . New produc ts seem t o pose m o r e t h a n the average n u m b e r 
o f p rob lems in the m a c h i n e indus t ry . I t is a s p e c i f i c f e a t u r e o f Hunga r i an i ndus t r y , 
h o w e v e r , t h a t in m o s t cases the m a n i f e s t d e f e c t s do not o r i g i n a t e f r o m the ad -
v a n c e d t e c h n o l o g i c a l deve lopmen t o f our c o m p e t i t o r s t h a t we a re unable t o f o l l o w . 
Th is means t h a t t h e f a i l u r e s are not the d i r e c t resu l t o f our l agg ing behind in t he 
t e c h n o l o g i c a l r a c e . The re are t w o k n o w n ways o f e x p l a i n i n g t he un favou rab le 
phenomena : on the one hand, the c o u n t r y ' s r e s e a r c h and d e v e l o p m e n t a c t i v i t i e s a re 
no t m a r k e t - o r i e n t e d ; on t h e o the r , and t h i s is even more f r e q u e n t l y f e l t , t he a v a i l -
ab l e ' p roduc t ideas ' or b ra in -waves a re no t s m o o t h l y u t i l i z e d (adapted) by t he 
compan ies . As a r e s u l t o f a l l th is , seve ra l ' n e w ' p roduc ts have b e c o m e obso le te a t 
t h e v e r y m o m e n t o f t h e i r b i r t h . The r a t e o f change in the p r o d u c t p a t t e r n is ve r y 
l o w . The compan ies do no t ad just t h e m s e l v e s f l e x i b l y enough t o the consumers ' de-
mands nor do t h e y respond qu ick l y t o t h e changes of f ash ion . S i m i l a r l y t o t he 
causes o f the f a i l u r e s , t w o ma in spheres o f t he t y p i c a l p rob lems may be o u t l i n e d . 
One is e x e m p l i f i e d by those companies w h i c h - desp i te the sho r tage phenomena o f 
t h e e c o n o m y - a re unab le t o f i nd a p r o d u c t p a t t e r n wh i ch p rom ises f a v o u r a b l e p e r -
s p e c t i v e s to t h e m . 3 O w i n g to the g i ven p r o b l e m s , severa l f a c t o r i e s have, ove r t he 
pas t f ew years, u n d e r t a k e n to produce t r a d i t i o n a l mach ine c om ponen t s , spare pa r t s 
and p a r t - u n i t s w h i c h a re cons idered as s h o r t a g e goods. W i t h such a c t i v i t i e s , h o w -
e v e r , most o f t h e m c o u l d no t make an a d e q u a t e p r o f i t ( i .e . t hey cou ld no t h a r -
m o n i z e pr ices w i t h p r o d u c t i o n costs) . As an e x a m p l e o f th i s , t h e case o f t he one -
t i m e Red Star T r a c t o r F a c t o r y can be q u o t e d - the c o m p l e t e l i q u i d a t i o n o f th i s 
f a c t o r y cou ld no t be avo ided , even a f t e r i t s m e r g e r w i t h t he w e l l - m a n a g e d R A B A 
W o r k s . The o the r sphere o f t y p i c a l p r o b l e m s is r ep resen ted by those new and r e a l l y 
c o m p e t i t i v e p r o d u c t s w h i c h indus t ry was capab le o f m a n u f a c t u r i n g bu t w h i c h the 
f a c t o r i e s were unab le t o produce ( in a f e a s i b l e vo l ume) in due c o u r s e . 4 

Beyond a l l t h i s , an add i t i ona l p r o b l e m o f t he deve lopmen t phase (wh ich was 

2 In the case of good examples it is deemed superfluous to give the sources of information 
as meticulously as will be done in the case of failures. 

3 for example with its century-old traditions, the Hungarian Ganz Danubius Ship and Crane 
Works is seeking after a new product pattern. (See: [7]) 

A An internationally-known example of this is Rubik's cube, the production of which made 
profit only for the foreign manufacturers. (See: [8]) Another 'case' in point is the new 
underground railway ('Metro') train produced by the Ganz-Mávag Works; the construction of 
this was judged by user companies as good, but the raising of funds for turning out suf-
ficient samples has long caused serious problems. (See: [9]) 
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f r e q u e n t l y r e p o r t e d in our i n v e s t i g a t i o n s , b o t h as regards i n d i v i d u a l 'cases' and the 
w h o l e o f an i ndus t r y ) l ies in t he i l l e g a l man ipu la t i ons and c o r r u p t i o n c o n n e c t e d 
w i t h t h e fees o f i nven t i ons and p a t e n t s . 5 

As regards the me thods t o be r e c o m m e n d e d to i ndus t ry f o r e n a b l i n g a w ide r a p -
p l i c a t i o n , w e should f i r s t c a l l a t t e n t i o n t o the m a r k e t i n g t echn iques w h i c h he lp t o 
deve lop new p roduc t s and also he lp t o i n t r o d u c e those p r o d u c t s on t h e m a r k e t . We 
t h i n k t h e f a i l u r e s in t he f i r s t phase o f the p roduc t c y c l e c u r v e c o u l d possib ly be 
evaded i f the compan ies - when s e l e c t i n g t he i t ems t o be p r o d u c e d - w o u l d a i m 
a t i d e n t i f y i n g and m e e t i n g t he consumers ' demands. U n t i l r e c e n t l y in s t r u c t u r a l d e -
v e l o p m e n t i t has been a f r e q u e n t p r a c t i c e f o r dec i s i on -make rs t o t r y t o l i v e up t o 
t he e x p e c t a t i o n s o f h igher a u t h o r i t i e s . H o w e v e r , severa l 'cases ' i n our i n v e s t i g a t i o n 
c l e a r l y i n d i c a t e the l ong - range dangers h idden in th i s - essen t i a l l y s h o r t - t e r m -
s t r a t e g y . 

We w i l l no t en la rge upon any p u r e l y t e c h n i c a l - t y p e methods o f p roduc t d e v e l o p -
m e n t , s ince they are a l l w i d e l y k n o w n . 

Ins tead , we once aga in po in t o u t t h e a b o v e - m e n t i o n e d p r o b l e m s o f ' i n t e r e s t e d -
ness' , howeve r obv ious t hey seem t o be; we also no te t he f a c t t h a t t he i r r e p l a c e -
ab le f a c t o r s o f success in r esea rch and deve lopmen t a re t he c r e a t i v i t y o f m a n p o w -
er and a company a t t i t u d e w h i c h encourages , recogn izes and r e w a r d s c r e a t i v i t y . 

Tasks in the Phase o f Expansion 

In t h e expans ion phase o f the p r o d u c t c y c l e cu rve - i .e . in t h e p e r i o d o f ex tens ion 
o f b o t h p r o d u c t i o n and m a r k e t i n g - i n d u s t r i a l companies seek p r i m a r i l y t o m e e t 
the i nc reas ing demands on resources , and t o o b t a i n t he necessary m a t e r i a l s , e n e r -
gy, m a c h i n e r y , m a n p o w e r and c a p i t a l . To ach ieve t he i r o b j e c t i v e s , they adop t a 
v a r i e t y o f w e l l - k n o w n methods and p rocedures , w h i c h are d i f f e r e n t i a t e d a c c o r d i n g 
t o t h e t ypes o f resources ( thus, f o r i ns tance , they conc lude d e l i v e r y c o n t r a c t s , r e -
c r u i t w o r k e r s , t ake up c r e d i t s , and so f o r t h ) . 

D u r i n g our i nves t i ga t i ons i t b e c a m e appa ren t t h a t s t r u c t u r a l p rob lems are m o s t 
f r e q u e n t - in one out of eve ry t w o 'cases ' - i n c o n n e c t i o n w i t h t he a b o v e - m e n -
t i o n e d tasks . One g roup o f these p r o b l e m s , the shor tage o f resources , is w i d e l y 
k n o w n . The p ieces o f i n f o r m a t i o n w e r e c e i v e d f r e q u e n t l y r e v e a l e d t h e lack o f c a p i -
t a l and the d i f f i c u l t i e s in financing t he i nves tmen ts necessary f o r expand ing p r o -
d u c t i o n . The best e x a m p l e we k n o w is the Cha rcoa l P r o d u c t i o n C o m p a n y ' s p r o b l e m 
of d e v e l o p i n g powder m e t a l l u r g y . The re , the lack o f money m e a n t t h a t f o r a d e c -
ade t h e y cou ld on ly m e e t a f r a c t i o n o f the demand f o r the i r p r o d u c t s . [ 1 2 ] H o w -
e v e r , t he exper iences ga ined unamb iguous l y show t h a t t h e m o s t ser ious r e c e n t 
t r o u b l e s a re in f a c t c o n n e c t e d w i t h t h e r a t i o n a l u t i l i z a t i o n o f a v a i l a b l e resources , 
and w i t h t he i m p l e m e n t a t i o n o f i n v e s t m e n t s - r a the r t han w i t h t he s c a r c i t y o f r e -
sources. Serious omiss ions have o f t e n been c o m m i t t e d in p e r f o r m i n g m a r k e t i n g 
tasks in t he pe r i od o f m a r k e t g r o w t h . A f t e r the p roduc t d e v e l o p m e n t phase indus-
t r y seems la rge ly unab le t o r e a l i z e u p - t o - d a t e mass -p roduc t i on on a w i d e scale and 
a t an adequa te q u a l i t y l eve l . Thus i n v e s t m e n t s are o f t e n no t r e c o v e r e d , or a re r e -
c o v e r e d only a f t e r an unduly long t i m e . Huge i nves tmen ts f r e q u e n t l y t u r n ou t t o 
be a f a i l u r e ; thus in the new c o a l m ines a t Many , the p r o d u c t i o n had t o be s topped 
due t o water intrusion [ 1 3 ] . The d y e i n g conveyor a t the S a l g ó t a r j á n i T ű z h e l y g y á r 
( K i t c h e n Stove F a c t o r y o f S a l g á t a r j á n ) is ano ther examp le o f such cases - a l t h o u g h 
i t had been i ns ta l l ed i t had been o u t o f o rde r fo r years. [ 1 4 ] Y e t ano the r e x a m p l e 
is t h e ch ip p lan t o f t he M i k r o e l e k t r o n i k a i Vá l l a l a t ( M i c r o e l e c t r o n i c s Company ) , 

5 See articles in the dailies: [lO, 11]. 
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w h i c h burned d o w n s h o r t l y a f t e r t he s t a r t o f p r o d u c t i o n . W a s t e f u l i nves tmen ts 
c r e a t i n g o v e r c a p a c i t i e s a r e also f r e q u e n t occu r rences . To be c lassed in th is g roup 
o f p rob lems t h e r e a re seve ra l i n v e s t m e n t s in t h e m e t a l l u r g y i ndus t r y in t he l a t e 
seven t ies . These w e r e m a d e a t a t i m e o f w o r l d - w i d e c r i s i s in t h i s b ranch : thus t he 
so - ca l l ed ' c o n v e r t e r ' s t e e l works , sho r t l y a f t e r t h e i r i n s t a l l a t i o n , , w o r k e d a t a ve ry 
l o w - r a t e o f e x p l o i t a t i o n , and the S i e m e n s - M a r t i n Fu rnaces a t O z d w h i c h had r e -
c e n t l y been r e n e w e d , had t o be d i s m a n t l e d . ( [ 1 5 , 16, 17, 1 8 ] ) S i m i l a r l y , i n v e s t -
m e n t s in the G a n z - M á v a g Works, i n t he C a b l e Works and in t h e Po rce l a i n F a c t o r y 
a t Ho l l óháza we re f o l l o w e d by serious m a r k e t i n g d i f f i c u l t i e s . The Ha las i K ö t ö t t á r u -
g y á r (Halas K n i t w e a r F a c t o r y ) w i t h i t s e x t r e m e l y expens i ve c o n s t r u c t i o n s , i t s i n -
c o m p e t e n t m a n a g e m e n t , and i ts abso lu te l y i n f e r i o r - q u a l i t y p r o d u c t s was even c o m -
m e m o r a t e d in a l i t e r a r y w o r k . [19] 

Some f u r t h e r p r o b l e m s conce rn ing the expans ion o f p r o d u c t i o n and the r e l a t e d 
m a r k e t i n g processes, a l o n g w i t h t he i r so lu t i ons , are m a y b e less known or w i d e -
spread than the f o r m e r . We have found , f o r i ns tance , t h a t t h e r e a re u n j u s t i f i a b l e 
d i f f e r e n c e s - t h r o u g h o u t t h e i ndus t r i a l f i e l d - assoc ia ted w i t h t he f i n a l c o n s t r u c t i o n 
o f p roduc ts su i t ab le f o r mass -p roduc t i on . Thus, severa l i n d u s t r i a l branches manu -
f a c t u r e p roduc ts a n d c o m p o n e n t s wh i ch , due t o t he un i t des ign and the a p p l i c a t i o n 
o f sma l l - sca le i n d u s t r y me thods , are p roduced at a ve r y l ow r a t e o f e f f i c i e n c y . 
H o w e v e r , these same p r o d u c t s are m a n u f a c t u r e d on a ve r y l a rge scale and w i t h spe-
c i a l i z e d techno log ies i n t h e advanced i n d u s t r i a l i z e d c o u n t r i e s . Such p r a c t i c a b l e 
' m e t h o d s ' are w e l l - k n o w n here but t hey have no t been i n t r o d u c e d . The p r o d u c t i o n 
o f interchangeable product-components now have t r a d i t i o n s d a t i n g back t w o c e n t u -
r i es in th is c o u n t r y . D u r i n g the i n t e r - w a r p e r i o d in H u n g a r y , the number o f non-
s tanda rd e l emen ts t h a t c o u l d be bu i l t i n t o p roduc t s was m a x i m i z e d . In the f i f t i e s , 
t h e so-ca l led ' M i t r o f a n o v - m e t h o d ' o f w o r k i n g ou t t echno logy t ypes was w idespread. 
H o w e v e r , i t is b e y o n d d o u b t t h a t a l l these me thods i nc reased t h e necess i ty o f c o -
o p e r a t i o n in p r o d u c t i o n - ye t in H u n g a r i a n i ndus t r y t h e r e a re o f t e n t roub les and 
d e f e c t s r e l a ted t o t h e process o f c o o p e r a t i o n . In mos t cases i t is d i f f i c u l t t o f i n d 
those who w i l l u n d e r t a k e the de l i ve r y o f the necessary bas ic m a t e r i a l s , spare 
p a r t s , componen ts , e t c . C o o p e r a t i o n is o f t e n a c c o m p a n i e d by debates conce rn ing 
p r i c e s and dead l ines ; a lso , the re a re f r e q u e n t d i s a g r e e m e n t s abou t the q u a l i t y o f 
p r o d u c t s m a n u f a c t u r e d as a resu l t o f a c o o p e r a t i v e v e n t u r e . O f t e n , c o n t r a c t s con -
t a i n ' loopholes ' f r o m t h e ou tse t , and the v i o l a t i o n o f a c o n t r a c t is regarded as a 
f o r g i v a b l e o f f e n c e . D e t a i l e d case-s tud ies have a l ready been pub l ished on s im i l a r 
p rob lems at t he I K A R U S C o m p a n y and the Sze rszámgép ipa r i Müvek (Tool Eng inee r -
ing Works). ( [20 , 2 1 ] ) H o w e v e r , some o t h e r Hunga r i an e x a m p l e s , such as I K A R U S 
buses or the f u r n i t u r e i ndus t r y p rove t h a t w i t h i n the c o u n t r y ' s i ndus t ry i t is pos-
s ib le t o c rea te c o n d i t i o n s fo r the success fu l a d o p t i o n o f t he m e n t i o n e d techn iques . 
M o r e o v e r , i t a lso seems p robab le t h a t t he deepen ing o f s p e c i a l i z a t i o n in p r o d u c t i o n 
as w e l l as c o o p e r a t i o n b e t w e e n compan ies m i g h t g i ve r i se t o e f f e c t s w h i c h go be -
yond the decrease o f d i r e c t costs . N a m e l y , i t m i g h t lessen t h e ' a u t a r c h y ' o f c o m -
pan ies , and i t can be t a k e n fo r g r a n t e d t h a t i t wou ld a lso s lacken the demand 
w h i c h p roduc t i on e x p a n s i o n makes on resources ( i .e . p r i m a r i l y on c a p i t a l ) . 

I t is t o be n o t e d h e r e t h a t in the m i d - s e v e n t i e s , w i t h i n t h e f i n a n c i n g o f i nves t -
m e n t s , the b ig c e n t r a l l y - f u n d e d i n v e s t m e n t s (wh i ch d i d n o t i n v o l v e compensa t i on 
w e r e of cons iderab le i m p o r t a n c e . Over t he pas t decade, h o w e v e r , b a n k - c r e d i t s have 
p l a y e d an i n c r e a s i n g l y i m p o r t a n t r o l e in r a i s i ng funds f o r i n v e s t m e n t s (since th is 
f o r m of a l l o c a t i n g f u n d s prov ides a b e t t e r gua ran tee t o t h e top leaders o f the 
e c o n o m y tha t t h e i n v e s t m e n t s w i l l be r e c o v e r e d ) . N e v e r t h e l e s s , the present sys tem 
o f c a p i t a l a l l o c a t i o n s t i l l seems to be one-s ided a l t hough , r e c e n t l y , compan ies (eco-
n o m i c o rgan iza t i ons ) have also been p e r m i t t e d t o ra ise t h e i r funds by issuing stocks 
and bonds. H o w e v e r , t hese ' new ' ways o f ra i s i ng funds - w h i c h c o n s t i t u t e t he mos t 
c o m m o n f o r m i n t h e advanced i n d u s t r i a l i z e d coun t r i es - w e r e neg l i g ib le in the 
cases invo lved in ou r i n v e s t i g a t i o n . 
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F i n a l l y , a m o n g the methods r e c o m m e n d e d on a b road scale and espec ia l l y in t he 
case o f t h e phase o f expans ion, t he marketing techn iques deserve a spec ia l a t t e n -
t i o n . As is w i d e l y k n o w n , these me thods a re most use fu l t o compan ies who wish t o 
expand t h e i r m a r k e t i n g a c t i v i t i e s . F r o m these methods , the m a j o r i t y o f Hungar ian 
i n d u s t r i a l compan ies a re now a d o p t i n g t he m a r k e t research m e t h o d (a l though even 
th i s s ing le m e t h o d is n a r r o w e d down) . In our exper iences , i t is b e c o m i n g a more 
and m o r e c o m m o n p r a c t i c e fo r i n d u s t r i a l compan ies t o bu i l d up a comprehens ive 
sys tem o f m a r k e t i n g . Thus t hey t e n d t o c r e a t e t he i r own sales n e t w o r k in the 
c o u n t r y , t h e y o b t a i n t he f o r e i g n t r a d e r i g h t and severa l compan ies - e.g. T U N G S -
R A M - have deve loped a m a r k e t i n g c h a i n t h a t covers the who le w o r l d . On the o t h -
er hand, t h e w o r k i n g ou t of i ndependen t p r i c e - p o l i c i e s usual ly m e e t s w i t h d i f f i -
c u l t i e s , and so do the i n t e n s i t y and e f f i c i e n c y o f adve r t i s i ng a c t i v i t i e s . C e r t a i n 
m a r k e t e f f e c t s , w h i c h a re d i r e c t l y c o n n e c t e d w i t h p roduc ts , pose even more p rob -
lems. Mos t compan ies cou ld i m p r o v e t h e i r m a r k e t pos i t ions , b o t h a t home and 
abroad, i f t hey f i r s t o f a l l ra ised the q u a l i t y - l e v e l o f the i r p r o d u c t s , i f t hey kep t 
d e l i v e r y dead l ines , and i f they p r o m o t e d the q u a l i t y o f j o in t se rv i ces . 

Tasks Associated w i th the Phase o f ' M a t u r i t y ' 

In the phase o f ' m a t u r i t y ' or ' s a t u r a t i o n ' , t he m a i n task is t o m a i n t a i n the c o m p e -
t i t i veness o f p r o d u c t s . Severa l me thods have been e l abo ra ted t h r o u g h o u t the w o r l d 
f o r th i s purpose. 

The p rob lems i nvo l ved in th i s phase have so f a r no t been g i v e n much a t t e n t i o n 
by the (Hunga r i an ) e c o n o m i c l i t e r a t u r e . Our i nves t i ga t i on , h o w e v e r , i nd i ca ted t h a t 
p rob lems assoc ia ted w i t h th is phase o f s t r u c t u r a l deve lopmen t w e r e ev iden t in one 
ou t o f e v e r y fou r or f i v e cases e x a m i n e d . R e c e n t l y , fo r ins tance , c e r t a i n compon ies 
in t he m e t a l l u r g y and in the t e x t i l e i ndus t r y have not been ab le t o keep t h e i r 
( expo r t ) m a r k e t pos i t i ons . M e t a l l u r g i c a l p roduc ts were sold a t p r i ces lower t h a n 
those fo r i r o n sc rap . [ 2 2 ] In the l a t e sevent ies , many c o m p l a i n t s about q u a l i t y 
we re lodged w i t h compan ies e x p o r t i n g t he p roduc ts o f the g a r m e n t and f o o t w e a r 
i ndus t r i es . N o t on ly t h a t , bu t (Far Eas te rn ) c o m p e t i t i o n has f r e q u e n t l y ous ted our 
p roduc ts f r o m o the r t r a d i t i o n a l m a r k e t s . For years Hungary has no t been ab le t o 
r each p r o f i t a b i l i t y in e x p o r t i n g b i c y c l e s and has been unable t o c r e a t e t he p roduc -
t i o n b a c k g r o u n d f o r t he expo r t o f good q u a l i t y stoves. [ 2 3 ] Somet imes the 
Peop le 's C e n t r a l C o m m i s s i o n o f C o n t r o l has reg i s te red even m o r e a l a r m i n g s i t u a -
t i ons w i t h i n the d o m e s t i c m a r k e t : e .g . in t h e bu i l d ing m a t e r i a l i ndus t r y and in the 
f u r n i t u r e i n d u s t r y . Undoub ted l y , H u n g a r i a n i ndus t r i a l (economic ) o rgan i za t i ons have 
t r i e d - f r o m the o u t s e t and t o an undu ly h igh degree - t o p r o d u c e mass-p roduc ts 
o f ' m e d i u m ' - q u a l i t y - these are , m o r e t h a n any o ther p roduc ts , exposed to the 
c o m p e t i t i o n o f deve lop ing c o u n t r i e s . A d d i n g t o the m e n t i o n e d p rob lems assoc ia ted 
w i t h p r o d u c t s are those p rob lems i n v o l v i n g pack ing - techn iques , d e l i v e r y t e r m s , 
serv ices , and the d e f i c i e n c i e s o f a d v e r t i s i n g . Our m a r k e t i n g a c t i v i t i e s have no t 
even been ab le t o cope w i t h the c o m p e t i t i o n c o m i n g f r o m c o u n t r i e s w h i c h have on-
ly r e c e n t l y e m b a r k e d on the road o f i n d u s t r i a l i z a t i o n . 

In o rder t o e l i m i n a t e these p rob lems , i t seems t h a t a more e x t e n s i v e use o f up-
t o - d a t e me thods o f w o r k o r g a n i z a t i o n a re rega rded as be ing o f h igh i m p o r t a n c e . 
A l t h o u g h we r e c e i v e d i n f o r m a t i o n f r o m severa l companies (among o thers , f r o m 
t e x t i l e i n d u s t r i a l f i r m s ) about t h e i r r ecou rse to w e l l - k n o w n ( f o r e i gn ) o rgan iz ing i n -
s t i t u t e s , t h e i r p r e p a r a t i o n o f p rec ise m o v e m e n t - s t u d i e s , t he i r adop t i on o f e r g o -
nomics , t h e i r i n t r o d u c t i o n o f s o p h i s t i c a t e d methods o f s t i m u l a t i o n , and the a t -
t e m p t s o f c e r t a i n la rge compan ies t o m a k e t h e i r p lan ts i ndependen t , i t seems t h a t 
none o f these e f f o r t s go beyond the T a y l o r i a n p r inc ip les o f w o r k o r g a n i z a t i o n . I t 
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c o u l d be es tab l i shed f o r a good number o f the cases e x a m i n e d t h a t i m p r o v i n g the 
c o m p e t i t i v e n e s s w o u l d r e q u i r e - i n a d d i t i o n t o ' e c o n o m i c e n g i n e e r i n g ' a c t i v i t i e s -
t h a t equa l a t t e n t i o n be g i v e n t o ' human f a c t o r s ' , espec ia l l y w i t h rega rd t o t h e i m -
p r o v e m e n t o f t he q u a l i t y o f w o r k . Our e x a m p l e s p rov ide on l y sparse i n f o r m a t i o n on 
t h e a p p l i c a t i o n o f processes conce rn i ng t h e psychology and sociology of labour. 
Progress made in t he s e l e c t i o n o f managers , in job e n r i c h m e n t and job e n l a r g e m e n t 
and in f o r m i n g a u t o n o m o u s teams has t o be q u a l i f i e d s l ow . A l t h o u g h , s ince 1984, 
t h e d i r e c t o r s o f m a n y compan ies have been e l e c t e d by t he c o m p a n y c o u n c i l , t he 
o v e r w h e l m i n g m a j o r i t y o f the e l ec t i ons so f a r o r g a n i z e d w e r e m e r e l y f o r m a l - i n -
asmuch as the f o r m e r leaders were r e - e l e c t e d . A n i n n o v a t i o n o f t he e i gh t i es c o n -
c e r n i n g Hungar ian w o r k o rgan i za t i on , t h e en te rp r i se business work p a r t n e r s h i p 
( V G M K ) has no t , i n gene ra l , enhanced t h e w o r k e r s ' zea l f o r w o r k . Ins tead, i t has 
p r o m o t e d an evas ion o f the a r t i f i c i a l w a g e c o n s t r a i n t s w i t h i n a na r row c i r c l e o f 
w o r k e r s t ha t o f t e n g i ves r ise t o u n f a v o u r a b l e s i d e - e f f e c t s t o o . 

L i k e w i s e , the a d o p t i o n o f the me thods f o r reducing the production costs, i n o rde r 
t o s t reng then the c o m p e t i t i v e n e s s o f i n d u s t r y , rep resen t a c r u c i a l issue. Compan ies 
a re bound to p r e p a r e r e - c a l c u l a t i o n s ( ex -pos t - cos t i ng ) a c c o r d i n g t o t he k i n d o f 
p r o d u c t or group o f p r o d u c t s , they o f t e n c o m p i l e p r e - c a l c u l a t i o n s b roken d o w n in 
a s i m i l a r way and t h e y r e g u l a r l y launch campa igns fo r cos t r e d u c t i o n . Neve r the less , 
i n the case o f seve ra l compan ies in our samp le i t was es tab l i shed (once more ) t h a t 
e x a c t and comprehens i ve da ta on t h e r e a l expend i t u res on p r o d u c t s a re no t a v a i l a -
b l e . Moreove r , on ly in a f e w cases was t h e i r ev idence o f c o l l e c t i v e s or persons i n -
t e r e s t e d in e l i m i n a t i n g the d e f i c i e n c i e s - e .g . in t he p h a r m a c e u t i c a l i ndus t r y ( in 
w h i c h pa ten t fees a re pa id) , or among e x p e r t s o f c e r t a i n s m a l l i ndus t r i a l f i r m s or 
g roups tha t a re f u n d e d acco rd ing t o t h e i r resu l ts . A n y w a y i t is unnecessary t o 
m e n t i o n any c a l c u l a t i o n techn iques s ince t hey a re so c o m m o n l y known . Thus i t is 
enough to make r e f e r e n c e t o the mos t e f f e c t i v e m e t h o d f o r ana lys ing t h e p r o d u c -
t i o n costs o f i n d i v i d u a l p roduc ts : th is is t h e value-analysis m e t h o d w h i c h had been 
a d o p t e d by severa l o f t h e companies under i nves t i ga t i on , e .g . by t he T A U R U S t y r e 
c o m p a n y . 

Rat ional iza t ion and R e t r e a t f rom the M a r k e t 

R a t i o n a l i z a t i o n , 6 t h e las t phase of the p roduce c y c l e c u r v e , is c o m m o n l y k n o w n 
as t he weak po in t o f i ndus t r y in H u n g a r y . Compan ies have o f t e n f a i l e d t o s top the 
p r o d u c t i o n of obso le te , n o n - p r o f i t a b l e goods. In sp i te o f t h i s , i n one ou t of every 
ten o f our 'cases' c e r t a i n fa i l u res r e l a t e d t o r a t i o n a l i z a t i o n caused p rob lems . R e -
c e n t l y , a s t o r m of i n d i g n a t i o n was caused by the c los ing d o w n o f a sma l l b r i c k f a c -
t o r y just at a t i m e w h e n the shor tage o f b r i cks was a t i t s peak; also, some de -
t e c t e d la rge-sca le t h e f t s and c o r r u p t p r a c t i c e s made the l i q u i d a t i o n o f a la rge 
b u i l d i n g company ' m o r e v i v i d ' . 

A t the same t i m e , t h e adequate t echn iques o f r a t i o n a l i z a t i o n in i ndus t r y a re -
u n f o r t u n a t e l y - on l y j us t t a k i n g shape. Our i n v e s t i g a t i o n a lso found some examp les 
o f the successfu l change o f p roduc t p a t t e r n and d i v e r s i f i c a t i o n in the mach ine i n -
d u s t r y . In the t e x t i l e i ndus t r y (e.g. a t t h e Budapr in t Co . , or a t t h e Magyar Se l yem-
i p a r i Müvek / H u n g a r i a n Silk Works / ) and a t the Med i co r Co . , the sale of certain 
plants represen ted the so lu t i on to t he l a c k o f demand and the p rob lems of e f f i c i e n -

6 The term 'rationalization' refers to reductions of certain capacities in order to improve 
overall performance. (Editor's note.) 
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с у . H o w e v e r , i t is c lea r t h a t t h e number o f such examp les is s m a l l as c o m p a r e d 
w i t h t h a t o f the obso le te p r o d u c t s , and r a t i o n a l i z a t i o n in m o s t compan ies has n o t 
y e t b e c o m e a necessary and i n t e g r a l p a r t o f s t r u c t u r a l t r a n s f o r m a t i o n e f f o r t s . 

Conclusion 

This paper has so fa r ana lysed the s t r u c t u r a l p rob lems o f i ndus t r y and the 
r e l a t e d tasks a t t he company l e v e l . W i t h i n th i s , h o w e v e r , i t shou ld be p o i n t e d o u t 
t h a t t h e causes o f the p r o b l e m s presen ted here a re f ound m a i n l y in the macro-
sphere. I t is a gene ra l l y he ld , and many t i m e s v e r i f i e d , v i e w t h a t t h e ' p a t e r n a l i s t i c ' 
n a t u r e o f t he c o u n t r y ' s e c o n o m i c managemen t ( i .e . r e g u l a t i o n a c c o r d i n g t o t he 
o r i e n t a t i o n o f power ) [ 2 4 ] s t r o n g l y p reven ts t he m i c r o - s p h e r e f r o m c a r r y i n g o u t 
t h e necessary and v i t a l s t r u c t u r a l a d j u s t m e n t s . 

A t t h e m o m e n t , i t is c u s t o m a r y f o r mos t c r i t i c i s m t o b l a m e the weaknesses o f 
t he r e g u l a t i o n s y s t e m . This has b rough t about a consensus t o t h e e f f e c t t h a t t h e 
c o u n t r y ' s r e d i s t r i b u t i v e m e c h a n i s m s (p r i ce - , t a x - and subsidy mechan isms) d i r e c t l y 
h inder our a d v a n c e m e n t in t he s t r u c t u r a l f i e l d . N a m e l y , these mechan isms t e n d t o 
e q u a l i z e t he f i n a n c i a l pos i t i ons o f compan ies : t he dec is i ve share o f p r o f i t s made by 
t he success fu l compan ies t h r o u g h t h e r e d i s t r i b u t i v e channels is spent on subs id iz ing 
t he compan ies in red . Th is d e p r i v e s p r o m i s i n g l ines o f p r o d u c t i o n o f necessary r e -
sources. H o w e v e r , severa l o t h e r e l e m e n t s o f th is s y s t e m o f e c o n o m i c m a n a g e m e n t 
also he lp t o conserve t h e o l d s t r u c t u r e . Changes a re o f t e n i m p e d e d by c e n t r a l e x -
p e c t a t i o n s . D u r i n g our i n v e s t i g a t i o n s we came across seve ra l - c e n t r a l l y d e t e r -
m i n e d - p r o d u c t p a t t e r n changes in w h i c h the d o m e s t i c ve rs ion o f a ' n e w ' 
p r o d u c t ( o t h e r w i s e p roduced h i g h l y c o m p e t i t i v e l y e l sewhere ) c o u l d no t surpass the 
changed one e i t h e r as regards t h e p a r a m e t e r s or i t s m a r k e t a b i l i t y . A n i nc reas ing 
number o f p rob lems have a r i sen ove r the past decades due t o t he c e n t r a l l y - c r e a t e d 
m o n o p o l i s t i c p o s i t i o n o f a w i d e range o f i ndus t r i a l c o m p a n i e s . Q u i t e a number o f 
examp les may be c i t e d w h i c h d e m o n s t r a t e t he d e l i b e r a t e m o d e r a t i o n o f the m o n o -
p o l i s t i c supp ly , 7 t he e f f e c t s o f m o n o p o l i s t i c p r i ces and the r e l a t e d s l ow -down o f 
t e c h n o l o g i c a l d e v e l o p m e n t . The l a c k o f c o - o r d i n a t i o n i n t he p l a n n i n g a c t i v i t i e s o f 
compan ies and in l ead ing a u t h o r i t i e s , t he unc lear manner o f h a r m o n i z i n g i n t e res t s , 
t he c o n s t a n t l y r e - a p p e a r i n g s p e c t r e o f i n t e res t s r e l a t e d t o t h e p e r f o r m a n c e in t he 
p rev ious year and many o the rs a lso add t o t he e x i s t i n g p r o b l e m s . To remedy the 
a b o v e - e n u m e r a t e d and s im i l a r d e f i c i e n c i e s , e x p e r t s have o f t e n suggested the need 
t o m o d i f y p rec i se l y these c r i t i c i z e d e l emen ts o f e c o n o m i c m a n a g e m e n t in one way 
or a n o t h e r . Severa l o f these suggest ions have even been r e a l i z e d . These p a r t i a l 
measures , h o w e v e r , have not p roduced the des i red e f f e c t , and i n f a c t i t d i d n o t 
t a k e long fo r t h e m t o become b u i l t i n t o the sys tem o f p a t e r n a l i s m . T h e r e f o r e , i t 
has now b e c o m e a gene ra l l y a c c e p t e d v i ew - even an o f f i c i a l s t a n d p o i n t - t h a t t he 
s t r u c t u r a l p rob lems w i l l on ly be e l i m i n a t e d once and f o r a l l a f t e r t h e i m p l e m e n t a -
t i o n o f a p o l i t i c a l r e f o r m a i m e d a t p r e v e n t i n g the cons tan t r e c u r r e n c e o f p a t e r n a l -
i sm . [27 , 28 ] I t is on ly w i t h t he u n i f i c a t i o n o f r e g u l a t i o n , w i t h t he ex tens ion o f 
t he scope o f a u t h o r i t y and, i n t h i s respec t , w i t h the c o n t r o l l i n g tasks o f the P a r -
l i a m e n t t h a t g r o u p - i n t e r e s t s can be p r e v e n t e d f r o m be ing b u i l t i n t o t he r e g u l a t i o n 
s y s t e m (e.g. t h r o u g h h iatuses in l a w , t h rough the f o r m u l a t i o n o f ' a p p l i c a t i o n i n -
s t r u c t i o n s ' w h i c h c o n t r a d i c t t he l a w , or t h rough p r a c t i c e s w h i c h are d i f f e r e n t 
f r o m those gene ra l l y p resc r i bed a n d accep ted , e t c . ) . 

7 For metallurgy see: [25], for the dairy industry: [26]. 
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P R O D U C T I V I T Y A N D PERFORMANCE IN THE H U N G A R I A N ECONOMY 

Z O L T Á N R O M Á N 

The p o s t w a r ' go lden age ' o f the w o r l d e c o n o m y c a m e t o an end in 1973. In H u n -
g a r y t h e d e f i n i t e s l owdown o f e c o n o m i c and p r o d u c t i v i t y g r o w t h o c c u r r e d w i t h 
a f i v e years ' l ag : th i s is r e v i e w e d in Part 1. Part 2 enqu i res i n t o t h e reasons o f 
s lacken ing and d e p l e t i o n . Beside the d i sappearance o f p rev ious l y f a v o u r a b l e f a c -
t o r s and the i m p a c t o f u n f a v o u r a b l e e x t e r n a l changes, t he a u t h o r f i n d s t h e m a i n 
causes in t h e p r o c r a s t i n a t i o n s r e l a t i n g t o a d j u s t m e n t s o f e c o n o m i c p o l i c y and in 
t h e incons is tenc ies o f e c o n o m i c c o n t r o l and m a n a g e m e n t ( i .e . i n t h e i m p l e m e n t a -
t i o n o f t he r e f o r m ) . In th i s connec t i on , Part 3 analyses the r o l e o f p r o d u c t i v i t y 
and p e r f o r m a n c e i n the sys tem o f goals o f Hunga r i an e c o n o m i c p o l i c y and o f H u n -
g a r i a n e n t e r p r i s e s . The Hunga r i an e c o n o m y is now search ing f o r ways o f s t a b i l i z a -
t i o n and f o r ways o f e x t r i c a t i n g i t s e l f f r o m the d i f f i c u l t i e s . The p r o d u c t i v i t y and 
p e r f o r m a n c e c o n d i t i o n s o f th is a re d iscussed in Part 4. 

1. Fast Growth , Slowdown and Deple t ion in the 
Hungarian Economy 

The n a t i o n a l i n c o m e o f the H u n g a r i a n e c o n o m y r e c o v e r e d i t s p r e w a r va lue as e a r -
ly as 1948, w h e r e a f t e r i t i nc reased a t a h i gh r a t e (by an ave rage o f 5 per cen t 
per annum, see Flg. 1). G r o w t h was m a i n l y f e d by the r a p i d expans ion o f i n d u s t r i a l 
p r o d u c t i o n (an annua l average o f 7 per c e n t ) . The n a t i o n a l i n c o m e g e n e r a t e d by 
a g r i c u l t u r e showed l i t t l e inc rease , b u t t h e g r o w i n g gross ou tpu t o f t h i s sec to r con -
t r i b u t e d subs tan t i a l l y t o d o m e s t i c supply and e x p o r t s . 

Flg. 1 shows t h e s t r i k i n g f l u c t u a t i o n s in the ea r l y 1950s, the i m p a c t o f 1956, 
and t h e subsequent s t r a i g h t l i ne o f g r o w t h u n t i l 1978. Desp i te a c u t e tens ions , such 
as i n v e s t m e n t cyc l es and d e f i c i t s in t he ba lance o f t r ade , the s t a n d a r d o f l i v i n g 
has cons ide rab ly i m p r o v e d s ince t h e m i d - f i f t i e s . 

Due t o i t s s m a l l s ize , the H u n g a r i a n e c o n o m y is s t rong ly dependen t on t he i n -
t e r n a t i o n a l d i v i s i on o f labour . R e c o g n i z i n g th i s f a c t , t he H u n g a r i a n e c o n o m i c lead-

» Reprinted from the Proceedings of the European Association of National Productivity Centres 
conference: "Managing for Productivity. A View Around the World", held in Budapest, Sep-
tember 1987. Table 1 and Fiqures 2 and 3̂  have been completed nith the data from 1987, and 
in Part 5 a fern concluding remarks have been added to the original paper. 
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ersh ip ended p r e v i o u s a u t a r c h i c approaches and began, f r o m the m i dd l e o f t he 
1950s, t o pursue i n t e g r a t i o n w i t h t h e i n t e r n a t i o n a l d i v i s i o n o f labour . The share o f 
f o r e i g n t r ade is r a t h e r h i gh even by c o m p a r i s o n w i t h o t h e r sma l l c o u n t r i e s : abou t 
40 per cen t o f G D P , w i t h a qua r t e r o f t o t a l i n d u s t r i a l o u t p u t be ing e x p o r t e d . The 
share o f the t u r n o v e r w i t h m a r k e t e c o n o m i e s has been g radua l l y r i s i ng and is now 
in t he range o f 50 per c e n t . K n o w l e d g e o f advanced t e c h n o l o g y , as w e l l as spe-
c i a l i z a t i o n and the u t i l i z a t i o n o f e c o n o m i e s o f sca le w e r e p r o m o t e d by b roaden ing 
i n t e r n a t i o n a l r e l a t i o n s . A t the same t i m e , howeve r , t he c o u n t r y became more sen-
s i t i v e t o f o r e i g n t r a d e and t o changes in t he w o r l d e c o n o m y . 

The s h o r t c o m i n g s o f t he Hungar ian e c o n o m y in q u a l i t y , p r o d u c t i v i t y and c o m -
pe t i t i veness b e c a m e m o r e apparen t and pressing f r o m t h e m i d - s i x t i e s onwards , w i t h 
t he i n t e n s i f i c a t i o n o f t he re la t i ons w i t h advanced c o u n t r i e s . I t was r e a l i z e d f r o m 
such signals and f r o m a c r i t i c a l ana lys is o f the f u n c t i o n i n g o f the economy t h a t 
t he sys tem o f e c o n o m i c c o n t r o l and m a n a g e m e n t needed m o r e t h a n s l igh t a m e n d -
m e n t s : p ro found r e f o r m s had t o be made . 

The r e f o r m was i n t r o d u c e d s m o o t h l y in 1968 and t h e e c o n o m i c resu l ts o f t he 
f o l l o w i n g years w e r e f a v o u r a b l e . E n t e r p r i s e i n i t i a t i v e b e c a m e more dar ing , m a r k e t 
supply i m p r o v e d , and t h e r e l a t i v e l y h i gh g r o w t h r a t es w e r e m a i n t a i n e d . A c o m p a -
r i son b e t w e e n the t w o per iods be fo re and a f t e r t he r e f o r m showed t h a t labour p r o -
d u c t i v i t y ind ices i n c r e a s e d a t f as te r r a t e s wh i l e those o f t o t a l f a c t o r p r o d u c t i v i t y 
w e r e about the same (see Fig. 2). H o w e v e r , when the new sys tem began t o d i f f e r -
e n t i a t e b e t w e e n s u c c e s s f u l and f a i l i n g compan ies , t he m o r e or less l a t e n t oppos i -
t i o n t o the r e f o r m was a c t i v a t e d . A l s o i n t e r n a t i o n a l even ts d id not f avou r t he 
c o n t i n u a t i o n o f t he r e f o r m . F u r t h e r m o r e , i t had t o be r e c o g n i z e d t h a t t he new 
s y s t e m needed c o n s i d e r a b l y more i m p r o v e m e n t w i t h r e s p e c t t o i ts design, i n d i v i d -
ua l componen ts and f u n c t i o n i n g t h a n had been e x p e c t e d . H ow ev e r , the n e x t 
steps in i m p l e m e n t i n g t he r e f o r m ( those be ing c o n t e m p l a t e d concerned o r g a n i z a -
t i o n a l and i n s t i t u t i o n a l changes as measures t o w a r d s s t ronge r c o m p e t i t i o n ) and 
those w a r r a n t e d by t h e i n i t i a l expe r i ences o f the r e f o r m d id not t a k e p lace : c e n -
t r a l i z a t i o n was s t r e n g t h e n e d and e n t e r p r i s e a u t o n o m y was once aga in r e s t r i c t e d . 

log scale 

••'"•Tótól factor productivity 

' iSbour productivity 

1950 1960 1970 1980 1987 

Fig. 1 Growth of nat ional income and productivi ty, » 
1950-1987 
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This was also m o t i v a t e d by t he f a c t t h a t f r o m the e a r l y 1970s the Hunga r i an 
economy was se r ious ly a f f e c t e d by t he changes in t he w o r l d economy . N e v e r t h e -
less, these changes w e r e judged as being t r a n s i t o r y by t h e economic leadersh ip , 
w h i c h assumed t h a t t h e i r consequences cou ld be c o u n t e r e d by app rop r i a te a d m i n -
i s t r a t i v e measures and by occas iona l i n t e r v e n t i o n s . Th is a s s u m p t i o n was m i s t a k e n . 
The subs tan t ia l losses i n f l i c t e d upon the Hungar ian t e r m s o f t r ade by the r i s i ng 
p r i ces o f energy and r a w m a t e r i a l s cou ld not be b a l a n c e d by b e t t e r p e r f o r m a n c e 
and s t r u c t u r a l a d j u s t m e n t . The e c o n o m i c leadersh ip n e v e r t h e l e s s kep t encou rag ing 
g r o w t h and i n v e s t m e n t s and the s tandard o f l i v i n g k e p t g r o w i n g - a lbe i t a t the e x -
pense o f e x t e r n a l resources . 

The d e f i c i t o f t he ba lance o f t rade (espec ia l ly i n c o n v e r t i b l e cur renc ies) be -
came en t renched and exceeded 10 per cen t o f n a t i o n a l i n c o m e in 1978. A v a i l i n g 
i t s e l f o f the access t o Wes te rn bank c red i t s and e n c o u r a g e d by t he low nom ina l i n -
t e r e s t ra tes ( t hen 5 - 6 per c e n t , bu t doub l ing v e r y r a p i d l y t h e r e a f t e r ) , t he 
c o u n t r y increased i t s (ne t ) debt in c o n v e r t i b l e cu r renc y t o abou t 8 m i l l i o n d o l l a r . 1 

Ir. 1978, a dec is ion was t a k e n to dece le ra te g r o w t h . E c o n o m i c po l i cy focused 
on b r i ng i ng about an e q u i l i b r i u m in t he ba lance o f t r a d e . The o r i g i n a l r e f o r m c o n -
cep t o f economic c o n t r o l and managemen t was r e a f f i r m e d and f u r t h e r measures 
t o w a r d s i t s i m p l e m e n t a t i o n we re t a k e n by the p o l i t i c a l l eadersh ip . Some o f these 
measures were t a k e n in 1980 w h i l e p r e p a r a t i o n f o r t h e o the rs was l e f t t o 
c o m i n g years . 

The second o i l p r i c e exp los ion was f o l l o w e d by a depress ion in the m a r k e t 
economies ; p r o t e c t i o n i s m increased, t he re was a wo rsen ing o f the p o l i t i c a l c l i m a t e 
and t h e money m a r k e t s became t o u g h e r . Thus the H u n g a r i a n economy had to f a c e 
ser ious l i q u i d i t y p r o b l e m s . M a i n t a i n i n g i t s i n t e r n a t i o n a l l i q u i d i t y and i m p r o v i n g the 
ba lance o f f o r e i g n t r a d e became the f i r s t p r i o r i t y o f e c o n o m i c po l i cy , pushing 
o t h e r ob jec t i ves t o t h e backg round . In th is way , a l ong w i t h a yea r l y g r o w t h r a t e 
o f 1 -2 per cen t and w i t h f u l l e m p l o y m e n t be ing m a i n t a i n e d , the leve l o f persona l 
c o n s u m p t i o n was p rese rved , though no t f o r eve ry g roup o f t h e popu la t ion . I n f l a t i o n 
reached an annua l r a t e o f 7 - 8 per c e n t , r ea l wages d e c l i n e d and inves tments had 
t o be severe ly c u r v e d . The increase o f labour p r o d u c t i v i t y c o n t i n u e d but s lackened, 
and t o t a l f a c t o r p r o d u c t i v i t y showed s tagna t ion . 

The new e c o n o m y po l i c y l ine s tead i l y t r i m m e d t h e d e f i c i t o f the ba lance o f 
t r a d e f r o m the end o f 1978 and then , f r o m 1982, t u r n e d in i n t o a surplus (see 
Table 1). I t managed t o reduce the deb t in c o n v e r t i b l e c u r r e n c i e s t o 6 b i l l i o n d o l -
l a rs . On these grounds the e c o n o m i c leudersh ip assumed t h a t r e i n v i g o r a t i o n o f e c o -
n o m i c g r o w t h cou ld c o m e t o the f o r e . Curbs on i ncomes and inves tmen ts w e r e 
eased, and a new p r o g r a m m e was s t a r t e d in o rder t o c a r r y on w i t h the r e f o r m o f 
e c o n o m i c c o n t r o l and m a n a g e m e n t . 

The surplus necessary fo r se r v i c i ng t he debt and f o r d e b t repaymen ts inc reased 
on l y u n t i l 1984; in 1985 i t decreased and in 1986 i t t u r n e d i n t o a subs tan t ia l d e f i c i t 
- 1987 is un l i ke l y t o p roduce b e t t e r resu l t s . The s tock o f (ne t ) debts in c o n v e r t i b l e 
c u r r e n c i e s rose above 9 b i l l i o n do l l a rs . Thus the e a r l i e r (and con tes ted) ideas a b o u t 
a c c e l e r a t i n g g r o w t h had to be abandoned. 

The present s i t u a t i o n o f the Hungar ian economy is cons ide red t o be d i f f i c u l t in 
t h e e x t r e m e . The s h i f t i n e c o n o m i c po l i c y a f t e r 1978 c o n t r i b u t e d , f o r a number o f 
years , t o the i m p r o v e m e n t o f e x t e r n a l e c o n o m i c e q u i l i b r i u m and preserved the i n -
t e r n a t i o n a l l i q u i d i t y o f t he c o u n t r y even in severe c o n d i t i o n s . H ow ev e r , the severe 
r e s t r i c t i o n s on i m p o r t s and the ins is tence on expo r t s t h w a r t e d the updat ing o f t he 
s t r u c t u r e o f p r o d u c t i o n . We c o u l d no t keep abreast w i t h g l o b a l t echn i ca l progress 
- t he gap even w i d e n e d . Too many o f the resources o f success fu l companies w e r e 

1 Lacking exact data, at this and other places, only estimates of the orders of magnitude 
and of the changes can be given. The available sources publish strongly divergent data 
owing to rather different methodological approaches. 
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Table 1 

Major indicators of the Hungarian economy, 1978-1987 

1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 

Pe rcen tage annual changes 

N a t i o n a l i ncome 4.0 1.2 -0 .9 2.5 2.6 0.3 2.5 -1 .4 0.9 3.2 
Labour p r o d u c t i v i t y 4 .5 1.4 -0.1 3.3 3.0 0.8 3.2 0.8 1.5 3.6 
T o t a l f a c t o r p r o d u c t i v i t y 2.3 -0 .9 -2 .3 1.2 1.3 0 .4 0.8 -1 .3 -0 .5 3.0 

D o m e s t i c use o f n a t i o n a l 
i ncome 9.2 -5 .8 -1 .7 0.7 -1.1 -2 .7 -0 .6 -0 .7 3.9 2.1 

Vo lume o f i nves tmen ts 4.9 1.0 -5 .8 -5 .2 -2.2 -3 .0 -2 .9 -2 .3 2.3 6.9 
Rea l i ncome per c a p i t a 2.9 -0.1 0.4 2.9 0.9 1.1 1.1 1.9 2.3 0.1 
Rea l wages 3.1 -1 .7 -1 .6 1.1 -0 .7 -3 .2 -2 .4 1.3 1.9 -0 .6 
Consumer p r i ces 4.6 8.9 9.1 4.6 6.9 7.3 8.3 7 .0 5.3 8.6 

Vo lume of expo r t s 1.5 12.5 0.9 2.6 7.2 9.5 5.8 -0 .3 -2 .2 3.8 
Vo lume o f i m p o r t s 12.6 -3 .3 -1 .2 0.2 0 4 .0 0.1 1.1 2.1 3.3 
Changes in t e r m s - o f - t r a d e 
- t o t a l -0 .6 -1 .8 0.4 -0 .8 -2 .2 -2 .6 -2 .2 -1 .0 -3 .6 1.3 
- in c o n v e r t i b l e cu r renc ies 0.8 -1 .2 1.6 2.2 -1 .1 -2 .4 -2 .4 -1 .1 -7 .1 0 .0 

B i l l i o n f o r i n t s 

Ba lance o f f o r e i g n 
t r a d e 

- t o t a l -59 .8 -25 .0 -18.2 12.9 1.4 13.2 28.9 19.4 -18 .3 -13 .5 
- in c o n v e r t i b l e cu r renc ies -42 .8 -10.3 -0 .9 1.1 19.7 27.8 35.2 12.1 -18 .3 -16 .8 



1950/52- 1956/58 - 1966/68- 1976/78 

1956/58 1966/68 1976/78 1984/86 

Fig. 2 Growth o f nat ional income and product ivi ty 
in the four subperiods of 1950-1986 
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t a x e d away t o subs id ize l oss -mak ing a c t i v i t i e s . The b roader o p p o r t u n i t i e s g i v e n t o 
t h e secondary e c o n o m y resu l t ed in a d d i t i o n a l p e r f o r m a n c e , bu t in many cases 
weakened the w o r k e t h i c and m o t i v a t i o n in t he p r i m a r y e c o n o m y ( i .e . in f u l l t i m e 
jobs).2 The s y s t e m i c f u n c t i o n o f e c o n o m i c c o n t r o l and m a n a g e m e n t - as w e l l as 
en te rp r i ses i n t e n t i o n s - were m a r r e d by f r equen t i nd i v i dua l i n t e r v e n t i o n s . These 
w e r e thought t o be i n e v i t a b l e in cases o f hardsh ip . 

Un favou rab le e x t e r n a l e c o n o m i c i m p a c t s s i g n i f i c a n t l y c o n t r i b u t e d t o t he d i f f i -
c u l t i e s o f the H u n g a r i a n economy ; h o w e v e r , we do no t i n t e n t t o f i n d t he roo ts o f 
t h e prob lems t h e r e . The reso lu t i on t a k e n by the C e n t r a l C o m m i t t e e o f t he H u n -
g a r i a n Socia l is t Worke rs ' P a r t y in N o v e m b e r 1986 s t a t e d the f o l l o w i n g : " N a t i o n a l 
e c o n o m i c p lann ing , r e g u l a t i o n and the i n s t i t u t i o n a l sys tem has no t ensured a sa t i s -
f a c t o r y i m p r o v e m e n t o f the e x t e r n a l and i n t e r n a l cond i t i ons o f e q u i l i b r i u m , nor 
t he exp lo ra t i on o f new resources r e q u i r e d f o r a c t i v a t i n g t he e c o n o m y . N a t i o n a l 
e c o n o m i c and e n t e r p r i s e i n te res ts a re no t adequa te l y h a r m o n i z e d . Dec is ions have 
been taken b e l a t e d l y on ma jo r p r o b l e m s o f e x p o r t and i m p o r t m a n a g e m e n t , and 
on the p r e v e n t i o n and reso lu t i on o f m a r k e t d i f f i c u l t i e s . The t a r g e t e d deve lopmen t 
o f the sys tem o f e c o n o m i c c o n t r o l and managemen t has not been i m p l e m e n t e d c o n -
s i s t e n t l y . " 

A g r i c u l t u r e has los t much o f i t s f o r m e r c a p a c i t y as a success fu l source o f 
c o n v e r t i b l e c u r r e n c y , and is in need o f r e s t r u c t u r i n g and m o d e r n i z a t i o n . C o m p e n -
sa t i ng for d e f e r r e d deve lopmen ts w o u l d requ i re i nves t i ng eno rmous resources in 
severa l i n f r a s t r u c t u r a l sec tors . The d y n a m i s m of i ndus t r y has been dep le ted and 
i t s c o m p e t i t i v e n e s s i n those m a r k e t s w h i c h demand h igh s tandards is u n s a t i s f a c -
t o r y . P roduc t q u a l i t y is o f t e n poor and the low leve l o f p r o d u c t i v i t y imp l ies e x t r a 
inpu ts of p r o d u c t i o n ( in m a t e r i a l s , ene rgy , f i x e d assets and w o r k i n g t i m e ) w h i c h 
t he m a r k e t ne i t he r a c c e p t s nor r e m u n e r a t e s . The p a t t e r n o f p r o d u c t i o n and e x p o r t s 
show the delay in s t r u c t u r a l a d j u s t m e n t , w i t h the m a r k e t a b l e c o m m o d i t i e s t h a t r e -
present advanced t echno logy hav ing a l ow share. I ndus t r y , and the economy as a 
who le , faces a dua l cha l lenge : t o subs tan t i a l l y i m p r o v e q u a l i t y and p r o d u c t i v i t y , 
and t o update t he p a t t e r n o f p r o d u c t i o n . As fa r as we see i t t oday , th i s requ i res 
s imul taneous changes in en te rp r i se w o r k p r a c t i c e s , in e c o n o m i c c o n t r o l and m a n -
agemen t , in e c o n o m i c po l i cy and in t h e p o l i t i c a l and i n s t i t u t i o n a l sys tem. A f t e r 
some delay, a c o m p l e x p r o g r a m m e was d r a f t e d in m i d - 1 9 8 7 f o r th i s purpose. 

2. Accounting for the Slowdown and Exhaustion of Growth 

H e r m a n Kahn [ 1 ] d is t ingu ishes fou r s tages in the 20 th c e n t u r y g r o w t h o f the ad-
vanced m a r k e t economies , w i t h g r o w t h r a t es as f o l l o w s : 

L a bel le Epoque (1886-1913) : 3.3 per cen t 
La Mauvaise Epoque (1913-1947) 
La Deux ieme B e l l e Epoque (1948-1973) 
L 'Epoque de Ma la i se (1973-2000) 

1.8 per cen t 
4.9 per cen t 
3.5 per cen t 

2 The legal activities aimed at providing additional income - mostly in addition to a full-
time job - are referred to as the 'secondary economy' in Hungary. Its share in total la-
bour inputs is approximately one third. According to a recent survey of the Central Sta-
tistical Office, the share of secondary incomes in the total net income of the employees 
in the socialist sector of the economy increased from 2B per cent in 1977 to 37 per cent 
in 1986. (Idflmérleg, 1977 és 1986 tavasza /Time budgets in 1977 and Spring 1986/, Budapest, 
1987, p. 9.) 
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A l t h o u g h H u n g a r y ' s d e v e l o p m e n t cou ld be d i v i d e d i n t o per iods in var ious w a y s , 
these four s tages can a lso be r e c o g n i z e d in the H u n g a r i a n e c o n o m y . 

E c o n o m i c g r o w t h d e c e l e r a t e d in the 1970s in n e a r l y e v e r y c o u n t r y . A t the t u r n 
o f decade the reasons w e r e ana lysed by a g rea t n u m b e r o f research works a n d 
con fe rences . In a p rev ious paper [ 2 ] wh i ch b r i e f l y r e v i e w e d these s tud ies , 
I d e m o n s t r a t e d t h a t t h e s h i f t in t he t r e n d l ine i d e n t i f i e d f o r the m a r k e t econom ies 
f r o m 1973, c o m m e n c e d in t he soc ia l i s t coun t r i es f r o m 1978, i .e . w i t h a lag o f 
about f i v e yea rs . I l i s t e d t he f o l l o w i n g as the m a j o r e x p l a n a t o r y f a c t o r s o f t h i s 
s lacken ing (o f m o r e or less gene ra l v a l i d i t y but o f v a r y i n g w e i g h t a c c o r d i n g t o 
t he c o u n t r y conce rned ) : 

- lack o f f o r m e r pos i t i ve e f f e c t s ( p r i m a r i l y t h e f a s t g r o w t h o f e m p l o y m e n t 
and i t s s h i f t f r o m a g r i c u l t u r e t o indus t ry ) ; 

- hes i t an t t e c h n i c a l progress and s t r u c t u r a l a d j u s t m e n t , c o n t r i b u t i n g t o t h e 
lack o f bas ic i m p r o v e m e n t , and the absence o f r e f o r m s o f e c o n o m i c c o n t r o l a n d 
m a n a g e m e n t ; 

- the s lugg ish (s lower t h a n e x p e c t e d ) deve lopmen t o f c o o p e r a t i o n and i n t e g r a -
t i o n b e t w e e n m e m b e r c o u n t r i e s o f the Counc i l f o r M u t u a l E c o n o m i c Ass is tance -
С ME A; 

- u n f a v o u r a b l e changes in the w o r l d economy (espec ia l l y f o r t he ' sma l le r c o u n -
t r i e s ' ) ; 3 

- n e g a t i v e consequences o f t he f o r c e d g r o w t h o f t h e p rev ious years (e.g. t h e 
neg lec t o f i n f r a s t r u c t u r e ) ; 

- the necessary c u r b i n g o f i n v e s t m e n t s and the i m p l i c a t i o n s fo r demand; 
- wo rsen ing g e o l o g i c a l c o n d i t i o n s fo r the e x t r a c t i o n i ndus t r i es and i nc reas ing 

t r a n s p o r t a t i o n d i s tances in t he Sov ie t Un ion . 

The d e c e l e r a t i o n o f p r o d u c t i v i t y g r o w t h m i g h t have been less severe i f f u l l 
e m p l o y m e n t had no t been rega rded eve rywhe re as a s tead fas t r e q u i r e m e n t . I n 
cases o f l o w e r d e m a n d and r e d u c t i o n of c a p a c i t y u t i l i z a t i o n , adequate m o b i l i t y 
cou ld have re leased t h e w o r k f o r c e f r o m one c o m p a n y t o r e l i e v e labour shor tages 
e lsewhere and m i g h t thus have c o n t r i b u t e d t o f a s t e r s t r u c t u r a l a d j u s t m e n t . Some 
degree o f s t r u c t u r a l u n e m p l o y m e n t wou ld , howeve r , h a v e been i n e v i t a b l e - a t l eas t 
t e m p o r a r i l y . 

Most o f these f a c t o r s we re a c t u a l l y w o r k i n g b e f o r e 1978; indeed, th is is w h y 
p r o d u c t i v i t y g r o w t h had a l ready s lackened by t h a t t i m e i n seve ra l soc ia l is t c o u n -
t r i e s . I t shou ld be r e c a l l e d t h a t changes in p r o d u c t i v i t y a re t h e o u t c o m e of seve ra l 
f a c t o r s , and i m p a c t s o f d i f f e r e n t t i m e hor izons o f t e n show s i g n i f i c a n t lags. L a g s 
can be p a r t i c u l a r l y long in c e n t r a l l y p lanned, c losed e c o n o m i e s . Whereas in an open 
m a r k e t e c o n o m y g r o w t h w i l l be h a l t e d in a f a i r l y s h o r t t i m e (where prob lems a r i se 
as regards t he q u a l i t y o f the p roduc t s , n o n - c o m p l i a n c e w i t h demand , and d e f i c i e n -
c ies in c o m p e t i t i v e n e s s i n the w o r l d m a r k e t ) the c l o s e d and c e n t r a l i z e d e c o n o m i e s 
can de lay t h e i m p a c t s o f these e f f e c t s - even t h o u g h such delays a re n o t 
w i t h o u t consequences. As regards d o m e s t i c c o n s u m p t i o n , e f f e c t s can be pos tponed 
f o r qu i t e long per iods o f t i m e . 

'Open ing up ' t he soc ia l i s t c o u n t r i e s and i n t e n s i f y i n g t h e i r e c o n o m i c r e l a t i o n s 
w i t h the a d v a n c e d m a r k e t economies are phenomena w h i c h a t t a c k 'c losed g r o w t h ' : 
i t s l as t i ng m a i n t e n a n c e is no longer possible. Th is is w h a t has been c l ea r l y d e m o n -
s t r a t e d , a m o n g o t h e r t h ings , i n t h e post -1978 d e c e l e r a t i o n o f e c o n o m i c g r o w t h i n 
t he sma l le r soc ia l i s t c o u n t r i e s . 

W i t h respec t t o t he Hunga r i an economy , t he re is t h e a d d i t i o n a l i m p a c t o f t h e 
s lowdown in the g r o w t h o f p r o d u c t i v i t y ; also i n v e s t m e n t s have been curbed e v e n 
m o r e t h a n the gross f i g u r e s suggest , because a h i g h share o f i nves tmen ts have i n 
f a c t gone t o m i n i n g and ene rgy . Th is f a c t o r b e c a m e an a d d i t i o n a l cons t ra i n t on t h e 
o p p o r t u n i t i e s f o r m o d e r n i z i n g m a n u f a c t u r i n g i ndus t r i es . 

3 With the fall of oil prices this impact has also affected the Soviet Union. 
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Slacken ing e c o n o m i c g r o w t h has been r e p l a c e d in severa l c o u n t r i e s i n recen t 
y e a r s by d i f f e r e n t degrees o f r e v i t a l i z a t i o n . We hope t h a t , e v e n t h o u g h i t m i g h t be 
w i t h some de lay , t he H u n g a r i a n e c o n o m y w i l l aga in f o l l o w s u i t . A t p r e s e n t , h o w -
e v e r , t he economy d e m o n s t r a t e s t he s y m p t o m s o f exhaus t ion . Some m a j o r e c o n o m i c 
i n d i c a t o r s f o r t he years b e t w e e n 1971-1978 and 1979-1986 a re g i v e n i n Table 2. 
T h e d e m a r c a t i o n i n d i c a t e d by the year 1978 is j u s t i f i e d by t he s h i f t t o a new eco -
n o m i c p o l i c y o r i e n t a t i o n , a l t hough t h e r e w e r e also s i g n i f i c a n t changes w i t h i n these 
t w o per iods b e f o r e and a f t e r 1978. (See t h e b r i e f h i s t o r i c a l r e v i e w in Part 1 and 
t h e d a t a o f Table 1 a n d Fig. 3). 

Table 2 
Comparison of the m a j o r indicators of the 

years 1971-78 and 1979-86 

1971-78 1979-86 D i f f e r e n c e 
(1) (2) (2) - (1) 

Ave rage pe rcen tage a n n u a l changes 

N a t i o n a l i ncome 5.6 0.9 -4 .7 
L a b o u r p r o d u c t i v i t y 6.0 1.7 
T o t a l f a c t o r p r o d u c t i v i t y 3.3 -0 .2 -3 .5 

D o m e s t i c use o f n a t i o n a l i n come 5.5 -1 .1 -6 .6 
V o l u m e o f i n v e s t m e n t s 6.6 -2 .3 -8 .9 
R e a l i n come per c a p i t a 3.9 1.3 -2 .6 
R e e l wages 2.9 -0 .7 -3 .6 
C o n s u m e r p r i ces 3.4 7 .2 3.8 

V o l u m e o f expo r t s 8.7 4 .4 -4 .3 
V o l u m e o f i m p o r t s 7.6 0.3 -7 .3 
Changes in t e r m s - o f - t r a d e 

t o t a l -2 .5 -1 .8 - 0 .7 
in c o n v e r t i b l e c u r r e n c i e s -2 .7 -1 .5 -1 .2 

B i l l i o n f o r i n t s 

B a l a n c e o f f o r e i g n t r a d e 
t o t a l -179.2 - 1 1 . 5 -167 .3 
in c o n v e r t i b l e c u r r e n c i e s -145.1 66.4 -211 .5 

C o m p a r i s o n o f t he t w o per iods i n d i c a t e s t h e f o l l o w i n g m a i n changes : 

- g r o w t h m a r k e d l y d e c e l e r a t e d ; 
- d o m e s t i c use o f G D P t u r n e d t o n e g a t i v e ; 
- t h e vo lume o f i n v e s t m e n t f e l l c o m p a r e d w i t h a s i g n i f i c a n t p rev i ous increase; 
- t h e g r o w t h o f r e a l i ncomes d i m i n i s h e d , r e a l wages f e l l ; 
- i n f l a t i o n a c c e l e r a t e d ; 
- t he g r o w t h o f t he v o l u m e of e x p o r t s was ha lved (4.5 per c e n t ) , a n d the de-

c l i ne o f the v o l u m e o f i m p o r t s was e v e n g rea te r f a l l i n g by ha l f a pe r cen t ) ; 
- t h e t e r m s o f t r a d e c o n t i n u e d t o d e t e r i o r a t e , though to a s m a l l e r e x t e n t . 

I f as a rough i n d i c a t o r , the annua l b a l a n c e s o f f o r e i g n t r a d e a c c o u n t e d in c u r -
r e n t f o r i n t s are added up, t he d e f i c i t s shown a re F t 179.2 b i l l i o n f o r t h e f i r s t pe-
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Fig. 3 The major indicators o f the Hungarian economy 1978-1986 
(changes compared t o the previous year) 
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r i o d and m e r e l y 11.5 b i l l i o n f o r t h e second (or a surplus o f 66.4 b i l l i o n c o m p a r e d 
w i t h a d e f i c i t o f 145.1 b i l l i o n in c o n v e r t i b l e cu r renc ies ) . Y e t , the na t i on ' s deb ts 
w e r e g r e a t e r i n 1986 than in 1978. In o t h e r wo rds , the surp lus in t he ba lance o f 
t r a d e cou ld on l y c o v e r t he r e d u c t i o n o f deb t s f o r a f e w years . The f a v o u r a b l e b a l -
ances o f the i n t e r m e d i a t e years w e r e due t o changes in t he ra tes o f e x c h a n g e 
w h i c h we re t o H u n g a r y ' s advan tage ( t hough t h e y have r e c e n t l y t u r n e d the o p p o s i t e 
w a y ) , t o sales o f p r i m a r y ene rgy a t f a v o u r a b l e p r i ces , and t h e Soviet purchases in 
c o n v e r t i b l e c u r r e n c y . The surp lus was a lso due p a r t l y t o t he r i go rous c u r b i n g o f 
i m p o r t s and t h e s t e p p i n g - u p o f e x p o r t s . 

A per iod o f s l acken ing and d e c e l e r a t i o n d i d no t t u r n i n t o a per iod o f g a t h e r i n g 
s t r e n g t h and d y n a m i s m ; indeed, espec ia l l y s ince 1982, in t h e quest f o r shor t t e r m 
s u r v i v a l , i t has ended up in exhaus t i on . In m y op in ion t he m a i n causes a re as 
f o l l o w s : 

- e c o n o m i c p o l i c y gave p r i o r i t y t o s t a b i l i t y and shor t t e r m o b j e c t i v e s i n s t e a d 
o f t o a d j u s t m e n t ; 

- the resources (p rov i s i ona l l y ) re leased by t he l i f t i n g o f r e s t r i c t i o n s w e r e soon 
d e p l e t e d ; 

- i ncons i s tenc ies e m e r g e d in t h e s y s t e m and p r a c t i c e o f e c o n o m i c c o n t r o l and 
m a n a g e m e n t ; 

- t oo many rescue subsidies and q u e s t i o n a b l e i n v e s t m e n t g r a n t s we re made ; 
- en te rp r i se and i n d i v i d u a l m o t i v a t i o n and c o n f i d e n c e w e r e weakened. 

The ques t i on a r i ses here as t o w h e t h e r our p r o d u c t i v i t y and o the r s t a t i s t i c a l 
i n d i c a t o r s p r o v i d e a t r u e p i c t u r e o f t h e s t a t e o f the e c o n o m y and i t s d e t e r i o r a t i o n . 
The signs s l a c k e n i n g ( though s o m e w h a t b e l a t e d ) we re unambiguous , those o f e x -
haus t i on less so. E x p e r i e n c e shows t h a t t he index numbers o f t o t a l f a c t o r p r o d u c -
t i v i t y r e v e a l t he p rob lems m o r e sharp ly t h a n those o f labour p r o d u c t i v i t y , and 
t w o w e l l - k n o w n m e t h o d o l o g i c a l p r o b l e m s r e q u i r e f u r t h e r a t t e n t i o n (and r e s o l u t i o n ) . 

F i r s t l y , t he i ndex numbers o f g r o w t h and p r o d u c t i v i t y a re d e t e r m i n e d a c c o r d i n g 
t o t h e i r d e f i n i t i o n s , a t c o n s t a n t p r i ces ; thus t h e y do no t r e f l e c t t he - o c c a s i o n a l l y 
i m p o r t a n t and f a r - r e a c h i n g - i m p a c t s o f c h a n g i n g r e l a t i v e p r i ces (un t i l we s h i f t 
t o t h e p r i ces o f a n o t h e r base yea r ) . I a m r e f e r r i n g here in p a r t i c u l a r t o t h e losses 
or gains o r i g i n a t i n g f r o m the changes in t h e t e r m s o f t r a d e . For the t i m e be ing , 
h o w to t ake a c c o u n t o f these f a c t o r s in g r o w t h and p r o d u c t i v i t y accoun t i ng is s t i l l 
an open ques t i on . A l t h o u g h the C e n t r a l S t a t i s t i c a l O f f i c e does c o m p u t e such c o r -
r e c t e d ind ices , t h e y a re no t w e i g h t e d in a c c o r d a n c e w i t h t h e i r i m p o r t a n c e in t he 
f i n a l e v a l u a t i o n o f t h e p e r f o r m a n c e and s t a t e o f t he e c o n o m y . 

The wo rs t losses in t e r m s o f t r a d e w e r e s u f f e r e d in 1974 (7.5 per c e n t ) , 1978 
(7.1 per cen t ) , 1977 (3.4 per cen t ) and 1986 (3.8 per cen t ) . The co r respond ing c o r -
r e c t i o n s w o u l d r e d u c e the g r o w t h r a t e s o f these years by 2 -3 pe rcen tage p o i n t s 
and wou ld r e a f f i r m the i n f e r e n c e t h a t t h e p r o b l e m s r e f l e c t e d in t he s l o w d o w n o f 
g r o w t h da te back n o t t o 1978 bu t many years e a r l i e r . Such a c o r r e c t e d index w o u l d 
show a dec l ine in G D P and labour p r o d u c t i v i t y f o r t he y e a r 1986 r a t h e r t h a n a 
s l i g h t g r o w t h . 

A n o t h e r s i g n i f i c a n t m e t h o d o l o g i c a l f a c t o r i n measu r ing labour inpu ts us ing d a t a 
r e l a t i n g to t he n u m b e r o f a c t i v e w a g e - e a r n e r s concerns t h e neg lec t o f the changes 
i n t he number o f per c a p i t a w o r k i n g hours and o f the a c t i v i t i e s p e r f o r m e d in t he 
secondary e c o n o m y . A f t e r Wor l d War I I t h e l ega l w o r k i n g hours per c a p i t a w e r e 
cons ide rab l y r e d u c e d in Hunga ry ; on t he o t h e r hand, in t he secondary e c o n o m y , 
l abou r inpu ts i nc reased . In t he long run t h e t w o changes p a r t l y compensa ted f o r 
one a n o t h e r . H o w e v e r , in r e c e n t years a c t i v i t i e s in the secondary e c o n o m y (and 
a lso m o o n l i g h t i n g in t he shadow e c o n o m y ) have shown a r e m a r k a b l e inc rease . 

W i t h i n the l i m i t a t i o n s g i ven , w o r k done in t he secondary economy is r e c o r d e d in 
s t a t i s t i c s . E s t i m a t e s a re a lso made abou t t h e r e l a t e d labour inpu ts ; howeve r , t hese 
a r e judged as be ing t o o u n r e l i a b l e t o be used t o c o r r e c t t he ' o f f i c i a l ' index n u m -
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bers . It is qu i t e p robab le t h a t , desp i te a decrease in the n u m b e r o f a c t i v e w a g e -
earners , the t o t a l labour inpu t has no t decreased but ra the r i nc reased ; th i s suggests 
t h a t changes in labour and t o t a l f a c t o r p r o d u c t i v i t y were less f a v o u r a b l e t h a n 
shown by t he ' o f f i c i a l ' i n d i c a t o r s . 

E c o n o m i c po l i cy m u s t , by necess i t y , pursue s imu l taneous ly seve ra l o b j e c t i v e s . I t 
m ay g r a n t p r i o r i t y t o some o f these o b j e c t i v e s and r e l e g a t e o the rs t o the 
b a c k g r o u n d - at least p r o v i s i o n a l l y and to v a r y i n g degrees. In t he long run, h o w -
eve r , i t must work fo r t he t o t a l set o f these ob jec t i ves . The p e r f o r m a n c e o f the 
e c o n o m y should be measured by t he r e a l i z a t i o n o f long t e r m o b j e c t i v e s . This is 
s o m e t h i n g wh i ch , in the m a i n , canno t be q u a n t i f i e d e x a c t l y bu t on l y a p p r o x i m a t e l y , 
t hough such an e s t i m a t i o n is ind ispensable f o r c o r r e c t o r i e n t a t i o n . 

A g a i n , exper ience warns us not t o t r y t o assess the p e r f o r m a n c e o f the economy 
on the basis o f one s ing le year and one s ing le i nd i ca to r , be i t t h e g r o w t h o f p ro -
d u c t i o n or p r o d u c t i v i t y , or t h e ba lance of f o r e i g n t rade . Such a f r e q u e n t l y m i s -
lead ing and ove rva lued ro le was cas t , desp i te m u c h c r i t i c i s m , f i r s t on the g r o w t h 
o f p r o d u c t i o n and subsequent ly on t he ba lance a t t r ade . A c o m p l e t e sys tem o f i n -
d i c a t o r s and an o v e r v i e w of severa l years are needed. 

3. Product iv i ty and Per formance in the System of Goals of Economic Policy 
and o f the Enterprises 

The mos t un iversa l e c o n o m i c po l i c y goals are usual ly spec i f i ed as be ing g r o w t h , 
e q u i l i b r i u m , e m p l o y m e n t , p r i ce s t a b i l i t y and adequate i n c o m e d i s t r i b u t i o n . E m -
phas iz ing t h ree or f ou r o f t h e m g ives the 'mag ic t r i a n g l e ' , ' m a g i c q u a d r a n t ' (or 
even ' pen tagon ' ) . Beh ind such o b j e c t i v e s t he re are , howeve r , m o r e comprehens i ve 
va lues - above a l l w e l f a r e , s e c u r i t y and f r e e d o m . G r o w t h is a g e n e r a l o b j e c t i v e in -
asmuch as i t c rea tes t he resources fo r ra i s ing the s tandard o f l i v i n g , i m p r o v i n g 
l i v i n g cond i t i ons and enhanc ing the ' q u a l i t y o f l i f e ' . I t also s t r eng thens the p r o d u c -
t i v e and m i l i t a r y p o t e n t i a l o f the c o u n t r y concerned . 

The d i f f e r e n t o b j e c t i v e s m a y , and a c t u a l l y do, c o n f l i c t : f o r c e d g r o w t h can be 
d e t r i m e n t a l f r o m the po in t o f v i e w of e q u i l i b r i u m ; e f f o r t s a i m e d a t a h igher degree 
o f e m p l o y m e n t are l i k e l y t o gene ra te i n f l a t i o n , wh i l e c o n t r o l l i n g i n f l a t i o n 
m ay gene ra te u n e m p l o y m e n t ; in a d d i t i o n excess ive l eve l l i ng o f i n c o m e d i s t r i b u t i o n 
may l i m i t p e r f o r m a n c e m o t i v a t i o n and g r o w t h and so f o r t h . 

The m a i n sources o f g r o w t h are t e c h n i c a l progress and h igher p r o d u c t i v i t y , 
w h i l e changes in the p a t t e r n o f p r o d u c t i o n a re i m p o r t a n t c o r o l l a r i e s and a re f r e -
q u e n t l y cond i t i ons o f g r o w t h . W i t h t he progress o f i n t e r n a t i o n a l i z a t i o n , b o t h sources 
a re ind ispensable f o r c o m p e t i t i v e n e s s and i n t e g r a t i o n w i t h t h e i n t e r n a t i o n a l d i v i -
s ion o f l abour . The i r p r o m o t i o n is a c a r d i n a l derived o b j e c t i v e o f e c o n o m i c p o l i c y . 
In t h e present w o r l d a h igh degree o f f l e x i b i l i t y or a d a p t a b i l i t y can also be r e -
ga rded as such. 

E c o n o m i c po l i cy is usua l ly exposed t o the heavy pressures o f shor t t e r m o b j e c -
t i v e s and var ious i n te res t g roups . I ts a r t and f inesse l ie in f i n d i n g t h e ways o f con -
c e r t i n g t he asp i ra t ions o f such groups f r o m the po in ts o f v i ew o f soc i e t y ' s genera l 
i n t e r e s t s ; i t requ i res s t a t i n g w h i c h c o n f l i c t s may be t o l e r a t e d - and how to t a c k l e 
t h e m - i n the shor t run , f o r t he sake o f t he long run . P lann ing is, or should be, a 
he lp in so lv ing these tasks o f e c o n o m i c p o l i c y . Howeve r , i t m u s t be r e m e m b e r e d 
t h a t p lann ing i t se l f is se ldom i m m u n e f r o m the pressures o f shor t t e r m o b j e c t i v e s 
and i n t e r e s t groups. 

O f the f i v e o b j e c t i v e s l i s t e d above, g r o w t h was number one in Hunga r i an eco -
n o m i c p o l i c y u n t i l 1978. As was h i n t e d in the short h i s t o r i c a l r e v i e w , g r o w t h was 
f o r c e d even a f t e r the 1973 o i l p r i c e exp los ion and the d e s t a b i l i z a t i o n o f the coun-
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t r y ' s i n t e r n a t i o n a l ba l ance o f paymen ts . A f t e r 1978 the b a l a n c e o f t r ade was g i ven 
p r i o r i t y in the set o f o b j e c t i v e s o f e c o n o m i c p o l i c y . As was shown above, e c o n o m i c 
p o l i c y was ab le t o score spec tacu la r a c h i e v e m e n t s in t h i s sphere u n t i l 1984 - bu t 
no t a f t e r w a r d s . 

The es tab l i shmen t and subsequent ma in tenance o f f u l l e m p l o y m e n t has been a 
p r i m a r y o b j e c t i v e o f H u n g a r i a n e c o n o m i c p o l i c y f o r many yea rs , even though i t is 
accep ted tha t i t s i m p l i c a t i o n s fo r p r o d u c t i v i t y may s o m e t i m e s be nega t i ve . The 
y e a r l y increase o f consumer p r i ces was k e p t w i t h i n a f e w pe rcen tage po in ts u n t i l 
t he m id -seven t ies - as seemed c o m p a t i b l e w i t h a soc ia l i s t e c o n o m y . Howeve r , such 
an assumpt ion was i n v a l i d a t e d by the even ts of the f o l l o w i n g years . A f t e r 1978 
p r i c e rises were g i v e n ( c o n t r o l l e d ) g reen l i gh t in t h e H u n g a r i a n economy ; they we re 
re ined back in 1985-86, and w e r e then l e t go aga in in 1987. 

G iv ing top p r i o r i t y t o l i v i n g standards and t o the s a t i s f a c t i o n o f the most i m -
p o r t a n t groups o f t h e p o p u l a t i o n has been a t y p i c a l f e a t u r e o f the Hungar ian eco -
n o m i c po l icy over t he past t h i r t y years. C o n s u m p t i o n i nc reased a f t e r 1973, and 
even in to the 1980s - desp i te the economy ' s cons ide rab le losses. One t h i n g con -
t r i b u t i n g to th is was the f a c t t h a t a l t hough the p lan p r o v i d e d ( in many cases) f o r 
r e s t r i c t i o n s , e c o n o m i c m a n a g e m e n t cou ld no t i m p l e m e n t t h e m . S i m i l a r l y , h igh p r i -
o r i t y has been g i v e n t o the s t a b i l i t y and secu r i t y o f en te rp r i ses and i nd i v i dua l 
wo rke rs a l i ke . In t h i s w a y , low p r o d u c t i v i t y and l oss -mak ing f i r m s have aga in and 
aga in been g r a n t e d la rge subsidies, a l t hough the sources f o r these subsidies cou ld 
on ly be c rea ted by t a x i n g away the incomes o f success fu l f i r m s . This w e l f a r e ob-
j e c t i v e was one o f t he j u s t i f i c a t i o n s for t he l i b e r a l i z a t i o n o f the secondary econ -
o m y . The i m p a c t on the c l i m a t e o f pub l i c op in ion was g e n e r a l l y f avou rab le , supply 
was improved and n a t i o n a l i n come inc reased . In some o f i t s f o r m s , howeve r , i t 
p rovoked tensions and weakened the m o t i v a t i o n t o w o r k in f u l l t i m e jobs, espe-
c i a l l y in i ndus t ry . 

A l t hough the pos t -1973 pe r i od demanded a h igher deg ree o f a d j u s t m e n t and m o -
b i l i t y o f bo th c o m p a n i e s and ind iv idua ls , th is was o b s t r u c t e d by the d r i ve 
f o r s t ab i l i t y and s e c u r i t y . The incen t i ves t o go fo r h igher p e r f o r m a n c e r e m a i n e d 
weak due to the p r o t e c t e d s t a t e o f the en te rp r i ses . 

As regards the m a j o r d e r i v e d o b j e c t i v e s o f e c o n o m i c p o l i c y , a number o f p rog -
r a m m e s were supposed t o serve the p r o m o t i o n o f t e c h n i c a l p rogress . Resu l ts we re 
un impress ive since t h e mos t p o t e n t i n c e n t i v e t o i n n o v a t i o n was miss ing: an i nsp i r -
i ng economic e n v i r o n m e n t and m a r k e t c o m p e t i t i o n . The incons is ten t sys tem o f 
e c o n o m i c c o n t r o l and m a n a g e m e n t cou ld no t subs t i t u te f o r t h a t r o l e . 

The enhancement o f e f f i c i e n c y ( p r o d u c t i v i t y ) p rov i ded the ma in sub jec t fo r 
severa l reso lu t ions , p lans and g o v e r n m e n t d o c u m e n t s . C l e a r c u t p rog rammes , h o w -
e v e r , were on ly d r a w n up f o r m a t e r i a l and energy r a t i o n a l i z a t i o n . These p r o j e c t s 
in f a c t y ie lded c e r t a i n r esu l t s ( l a te l y o f d im in i sh i ng m a g n i t u d e ) . I t is c l e a r l y the 
pressure of the e c o n o m i c e n v i r o n m e n t t h a t can be e x p e c t e d t o be the p r i m e in -
c e n t i v e in th is r e s p e c t . F u l l e m p l o y m e n t cons ide ra t i ons w e r e a f u r t h e r i m p e d i m e n t 
t o increas ing labour p r o d u c t i v i t y . The f r e q u e n t l y m o d i f i e d w a g e regu la t i on sys tem 
o f s ta te en te rp r i ses ( in a r epea ted quest f o r b e t t e r so lu t i ons ) ma in l y encouraged 
en te rp r i ses to m a i n t a i n and, in some cases, inc rease t he i r s t a f f . Nor was the sys-
t e m of economic c o n t r o l ab le t o o f f e r any e f f e c t i v e i n c e n t i v e t o save f i x e d and 
w o r k i n g assets or t o i nc rease r e tu rns on c a p i t a l . 

The o ther focus o f a number o f reso lu t ions was the m o d e r n i z a t i o n o f the p a t t e r n 
o f p roduc t ion . I ts i m p l e m e n t a t i o n was t h w a r t e d , beside o t h e r l i m i t i n g f a c t o r s , by 
t h e d r i ve fo r s t a b i l i t y and s e c u r i t y . As in many o the r c o u n t r i e s , here too , t he gov -
e r n m e n t a l l oca ted mos t o f i t s resources t o rescu ing p r o b l e m sec to rs and compan ies , 
i ns tead o f boost ing p r o m i s i n g f i e l ds t h a t cou ld be e x p e c t e d t o c o n t r i b u t e t o f u t u r e 
deve lopmen t . S t r u c t u r a l a d j u s t m e n t was a lso de layed by t he pressures t o m a i n t a i n 
e m p l o y m e n t , and by s t r ong e x p o r t i ncen t i ves . These pressures he ld sway i r r espec -
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f i v e o f whe the r t hey w o u l d resu l t i n the c o n s e r v a t i o n o f an obso le te s t r u c t u r e or 
in i t s a d v a n c e m e n t . 

A l l th is g ives t h e g e n e r a l impress ion - w h i c h in m y o p i n i o n is no t fa lse - t h a t 
in the set o f d e c l a r e d o b j e c t i v e s o f e c o n o m i c p o l i c y , m a n y w e r e d e t e r m i n e d w i t h -
ou t due appra isa l o f t he i r c o n f l i c t s and f e a s i b i l i t y , and w i t h o u t e x p l i c i t r a n k i n g . 
In a c t u a l d e c i s i o n - t a k i n g , h o w e v e r , long t e r m o b j e c t i v e s t e n d e d t o be pushed as ide 
by u rgen t shor t r u n needs. 

The p e r f o r m a n c e o f the economy and the changes in p r o d u c t i v i t y are a f f e c t e d 
by g o v e r n m e n t a l p o l i c y dec is ions and measures. B a s i c a l l y , h o w e v e r , they depend on 
s p e c i f i c business f a c t o r s : compan ies , c o r p o r a t e o b j e c t i v e s and behav iour and how 
f a r t he f i n a l r esu l t s o f t he i r behav iour and ac t i ons c o i n c i d e w i t h the t a r g e t s o f 
e c o n o m i c p o l i c y . W h a t , t hen , a f f e c t s c o r p o r a t e behav iou r? 

In soc ia l i s t c o u n t r i e s , the t r a d i t i o n a l sys tem of c e n t r a l p l a n n i n g and m a n a g e m e n t 
o f the economy is based on the thesis t h a t f r o m the n a t i o n a l economy p lan i t is 
possib le t o d e r i v e o b l i g a t o r y i n d i c a t o r s fo r en te rp r i ses , and thus to gua ran tee a 
g i ven r a t e o f p r o d u c t i v i t y and p e r f o r m a n c e g r o w t h . We had t o learn f r o m e x -
pe r ience tha t i n t h i s case t h ree m o t i v e s o f e n t e r p r i s e b e h a v i o u r need t o be r e c k -
oned w i t h . F i r s t l y , compan ies , managers and w o r k e r s i d e n t i f y themse lves ( to a c e r -
t a i n and chang ing e x t e n t ) w i t h t he soc i e ta l goals and t r y t o c a r r y t h e m out in t h e i r 
r e s p e c t i v e f i e l ds . Second ly , these persons t r y t o a i m f o r those p lan i nd i ca to rs (and 
ob l i ga t i ons ) w h i c h t h e y can mos t eas i ly f u l f i l and o v e r f u l f i l . Th i r d l y , t hey w i l l 
search fo r s imp le r ways and means o f c o m p l i a n c e w i t h p lan i nd i ca to rs w h e n e v e r 
possib le - and i t is a lways possib le - i r r e s p e c t i v e o f the i n i t i a l m a c r o - e c o n o m i c o b -
j e c t i v e s . 

In m a r k e t e c o n o m i e s , o b j e c t i v e s and t a r g e t s f o r m a n a g e m e n t are set by t he 
owner or his r e p r e s e n t a t i v e ( s ) . These are usua l ly s t a t e d in b r o a d te rms . The c o n -
f l i c t i n g e l emen ts o f m o t i v a t i o n i n d i c a t e d above can a lso be found in th is case, b u t 
t h e r e is a p r o f o u n d d i f f e r e n c e : t he pressure o f m a r k e t c o m p e t i t i o n enhances p e r -
f o r m a n c e , and the scope o f manoeuv re fo r company m a n a g e m e n t , d e p a r t m e n t s and 
s t a f f is cons t ra ined . 

P e r f o r m a n c e is e v a l u a t e d p r i m a r i l y by p r o f i t and p r o f i t a b i l i t y ; p r o d u c t i v i t y p lays 
a m a j o r i n s t r u m e n t a l r o l e in i nc reas ing p r o f i t a b i l i t y . The m a i n d i f f e r e n c e b e t w e e n 
the p r o f i t a b i l i t y and p r o d u c t i v i t y i nd i ca to r s (keep ing t o t a l f a c t o r p r o d u c t i v i t y i n 
m ind ) is t ha t p r o d u c t i v i t y i n d i c a t o r s are c a l c u l a t e d a t c o n s t a n t pr ices and p r o f i t 
i n d i c a t o r s a t c u r r e n t p r i ces . P r o d u c t i v i t y i n d i c a t o r s measu re the quantitative r e l a -
t i o n b e t w e e n inpu t and o u t p u t . P r o f i t a b i l i t y i n d i c a t o r s measu re , in add i t i on , t h e r e -
l a t i o n of changes i n purchase and sales prices, thus show ing the i m p a c t o f q u a n t i -
t a t i v e and r e l a t i v e p r i c e i n p u t - o u t p u t changes. 

Hungar ian compan ies are g i ven no b ind ing p lan i n d i c a t o r s . A t the same t i m e the 
pressures of c o m p e t i t i o n and o f the m a r k e t are w e a k . The economic l eadersh ip 
uses var ious o the r i n c e n t i v e s and ' e x p e c t a t i o n s ' as s u r r o g a t e s , a c c o r d i n g t o the a c -
t u a l t a r g e t s o f t he e c o n o m i c p o l i c y . The o b j e c t i v e s o f e c o n o m i c po l i cy appear , i n 
t he sets of o b j e c t i v e s fo r compan ies , t o be t r a n s f o r m e d a c c o r d i n g to (1) t he w a y 
the sys tem o f e c o n o m i c c o n t r o l ( regu la t i ons , i ncen t i ves ) t r a n s m i t s these o b j e c t i v e s , 
and (2) the degree o f i d e n t i f i c a t i o n o f compan ies w i t h t h e n a t i o n a l o b j e c t i v e s in 
s e t t i n g t he i r o w n t a r g e t s and in se lec t i ng t he i n s t r u m e n t s o f i m p l e m e n t a t i o n . A s 
soon as compan ies l e a r n o f the poss ib i l i t i es , l i m i t s and t u r ns in c e n t r a l c o n t r o l a c -
t i v i t i e s , and t h e i r i d e n t i f i c a t i o n w i t h na t i ona l o b j e c t i v e s d im in i shes , m a n o e u v r i n g 
w i t h t he regu la to r s i nc reas ing l y rep laces the e f f o r t s a i m e d a t a c t u a l p e r f o r m a n c e . 

In 1968 the r e f o r m of e c o n o m i c c o n t r o l and m a n a g e m e n t made p r o f i t a b i l i t y a 
f o c a l po in t o f e n t e r p r i s e conce rn . Cons ide r ing t h a t p r o d u c t i v i t y g r o w t h is one o f 
t he p r i m a r y i n s t r u m e n t s fo r enhanc ing p r o f i t a b i l i t y , i t was a lso expec ted t o p lay 
an ou ts tand ing r o l e in the set o f o b j e c t i v e s o f H u n g a r i a n en te rp r i ses . H o w e v e r , 
severa l studies o f f e r n e g a t i v e ev idence . 13] The reasons i nc l ude the f o l l o w i n g : 
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(1) t he r e c u r r e n t spec ia l emphas is g i v e n by economic p o l i c y t o o t h e r o b j e c t i v e s 
(e .g . g r o w t h , e x p o r t s ) ; 

(2) l ack ing c o m p e t i t i o n , t he re has usua l l y been the poss ib i l i t y o f r a i s i ng p r i ces 
i n s t e a d o f r educ ing i npu ts ; 

(3) s ta te i n t e r v e n t i o n s , g ran ts and subs id ies weakened e n t e r p r i s e e f f o r t s t o 
a c h i e v e h igher p r o f i t a b i l i t y t h rough b e t t e r p e r f o r m a n c e ; 

(4) company i d e n t i f i c a t i o n w i t h n a t i o n a l o b j e c t i v e s became less m a r k e d in the 
1980s t h a n in p r e v i o u s years . 

4 . T h e Product iv i ty and Per formance Condit ions 
for Rev i ta l i z ing the Economy 

T h e new p r o g r a m m e of the g o v e r n m e n t is be ing prepared a t t h e t i m e o f w r i t i n g 
t h i s paper and i t w i l l be s u b m i t t e d t o t h e N a t i o n a l Assembly in S e p t e m b e r . 4 The 
g o v e r n m e n t is w o r k i n g on a p r o g r a m m e des igned t o stop the g r o w t h in deb t in con -
v e r t i b l e cu r renc ies in a f e w years and t o lay down the bases o f e c o n o m i c r e v i v a l . 
D iscuss ions about t h e de ta i l s o f t he p r o g r a m m e and severa l o f i t s i m p o r t a n t e le -
m e n t s are s t i l l g o i n g on - t he re is no t enough space here t o p resen t t h e m . I w i l l 
o n l y g i ve a shor t s u m m a r y o f wha t I cons ide r , in the l i gh t o f t he p rev ious analyses, 
t o be the most i m p o r t a n t e l e m e n t s . 

1. The p r o g r a m m e has t o r e l y b o t h on a new o r i e n t a t i o n o f e c o n o m i c po l i c y in 
s e v e r a l respec ts , and on the r e s o l u t e c o n t i n u a t i o n o f the r e f o r m o f e c o n o m i c con -
t r o l and m a n a g e m e n t . F u r t h e r , i t has t o be c o m p l e m e n t e d by a c o m p r e h e n s i v e so-
c i o - p o l i t i c a l p r o g r a m m e w h i c h reaches b e y o n d the economic sphere , w h i c h open ly 
exposes our conce rns in eve ry f i e l d , w h i c h p rov ides v is ib le signs o f r e n e w a l , and 
w h i c h c rea tes c o n f i d e n c e , t r u s t and g r e a t e r j o i n t e f f o r t s . 

2. Econom ic p o l i c y has t o f ace sharper c o n f l i c t s r eso lu te l y , and in sea rch ing fo r 
c o m p r o m i s e s i t mus t no t y i e l d t o t he pressures o f the short t e r m a g a i n . 

The ideas abou t t h e p r o g r a m m e f r e q u e n t l y i d e n t i f y s t r u c t u r a l a d j u s t m e n t as the 
m o s t i m p o r t a n t e c o n o m i c task . Th is is a lso cons idered as t h e m a i n i n s t r u m e n t fo r 
i m p r o v i n g the b a l a n c e o f t r a d e ( f i r s t o f a l l , o f t h a t t r a n s a c t e d aga ins t c o n v e r t i b l e 
c u r r e n c i e s ) , and f o r m a i n t a i n i n g i n t e r n a t i o n a l so l vency . 

M o r e i n -dep th s t r u c t u r a l a d j u s t m e n t is, h o w e v e r , para lysed i f : 

- e v e r y k ind o f e x p o r t aga ins t c o n v e r t i b l e c u r r e n c y is r eques ted and s t i m u l a t e d , 
and 

- i m p o r t s necessary f o r the n o r m a l f u n c t i o n i n g , m o d e r n i z a t i o n , s t r u c t u r a l ad j us t -
m e n t , r e p l a c e m e n t o f obso le te p r o d u c t i o n l ines o f f i r m s , and f o r s t r e n g t h e n i n g 
m a r k e t c o m p e t i t i o n a r e r e s t r i c t e d . 

I f t he f o r e i g n exchange reserves a re i n s u f f i c i e n t for e l i m i n a t i n g these nega t i ve 
f a c t o r s and i f t hey do no t p r o v i d e t h e e c o n o m y w i t h a b r e a t h i n g space, t he con-
c e p t o f hand l ing t h e s tock o f debts has t o be rev i sed (and p robab l y m o d i f i e d ) . 

3. Severa l yea rs ' e x p e r i e n c e has p r o v e d t h a t p r e f e r e n t i a l s t i m u l a t i o n o f e x p o r t s 
s e t t l e d in c o n v e r t i b l e c u r r e n c i e s does no t b r i n g about las t ing r e s u l t s . The a c t i v i t i e s 
o f those f i r m s w h i c h e x p o r t d i r e c t l y and o f t he i r suppl iers are so i n t e r t w i n e d 
( a b o u t half o f t he t o t a l Hunga r i an labour i npu ts embod ied in e x p o r t e d p roduc t s a re 
c o n t r i b u t e d by supp l ie rs ) , t h a t sepa ra te p r e f e r e n c e s fo r d i r e c t e x p o r t s do no t p ro -
m i s e success in t h e longer run w i t h o u t t he r e n e w a l o f the e c o n o m y as a who le . 
B e y o n d t h a t , such t r e a t m e n t weakens t h e p r o f i t m o t i v e and c o o p e r a t i o n , and as i t 
is n o t a t t a c h e d t o t he ne t f o r e i g n e x c h a n g e y i e l d , i t increases d e m a n d f o r i m p o r t s . 

U The overall programme was approved by the National Assembly and details are being elabor-
ated. 
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F u r t h e r m o r e , t h e r e has t o be a g r e a t e r r e a l i z a t i o n t h a t e x p o r t poss ib i l i t i es a re 
l i m i t e d not on ly by wha t we o f f e r our c u s t o m e r s , but also by how th is is done: a t 
w h a t p r i ce , o f w h a t q u a l i t y and w i t h w h a t k i nd o f de l i ve r y c o n d i t i o n s . S t r eng then -
ing c o m p e t i t i v e n e s s demands b o t h the essen t ia l m o d i f i c a t i o n o f the s t r u c t u r e o f 
p r o d u c t i o n and the i m p r o v e m e n t o f q u a l i t y , p r o d u c t i v i t y and p e r f o r m a n c e . Struc-
tural adjustment and the improvement of productivity, quality and performance 
have to be treated as equally-ranking first priorities. 

4. The e c o n o m i c leadersh ip is a w a r e t h a t , in t he case o f f a s t e r s t r u c t u r a l ad -
j u s t m e n t , i t canno t p r o m i s e f i r m s and emp loyees , s t a b i l i t y and s e c u r i t y s im i l a r t o 
e a r l i e r per iods. I t a n t i c i p a t e s g r e a t e r o r g a n i z a t i o n a l m o b i l i t y , l abour m o b i l i t y , de -
mands f o r r e t r a i n i n g and m i n o r , t r a n s i t o r y u n e m p l o y m e n t . In a d d i t i o n , in t he nex t 
f e w years a s i g n i f i c a n t dec l i ne in l i v i n g s tandards and in r e a l wages is unavo idab le 
and th is , t oo , the p o p u l a t i o n has t o be made t o a c c e p t . 

Up to now the above s i t ua t i ons have been cons iderab ly m i t i g a t e d by the second-
a r y economy . Y e t can th i s s i t u a t i o n be t o l e r a t e d in the long run? Can the low p ro -
d u c t i v i t y o f , and i n c o m e f r o m , w o r k done in t he p r i m a r y e c o n o m y inc reas ing ly be 
supp lemen ted by w o r k done in, and i n c o m e f r o m , the secondary e c o n o m y ? 

In a g r i c u l t u r e , good so lu t ions have deve loped fo r l i nk ing t h e t w o k inds o f e c o n -
o m y . In indus t ry (and c o n s t r u c t i o n and severa l o the r f ie lds) , h o w e v e r , t he re is dan -
ger t h a t the secondary economy w i l l suppress the p r i m a r y . The p lanned i n t r o d u c -
t i o n o f the persona l i n c o m e tax f r o m January 1988 w i l l , in a l l p r o b a b i l i t y , s t r e n g t h -
en the 'shadow' or ' b l a c k ' e c o n o m y . I t w i l l p robab ly push back t h e secondary e c o n -
o m y , but i t is no t a t a l l c e r t a i n t h a t i t w i l l boost t h e p e r f o r m a n c e o f the 
p r i m a r y economy . 

The boos t ing o f i n d i v i d u a l p e r f o r m a n c e should be ach ieved by ensur ing t h a t i n -
d i v i d u a l incomes p r i m a r i l y depend on p e r f o r m a n c e in the m a i n ( f u l l - t i m e ) job . Th is 
can be done p a r t l y by m a k i n g sure t h a t t he f u l l - t i m e job and the i ncome ea rned 
t h e r e can on ly be kept by do ing honest w o r k ; and p a r t l y by p r o v i d i n g o p p o r t u n i t i e s 
f o r ea rn ing a d d i t i o n a l i n come in t h e m a i n job ( in the f u l l - t i m e occupa t i on ) equa l 
t o t h a t in the secondary e c o n o m y . 

H o w e v e r , i n o rder f o r the ' f u l l - t i m e ' a c t i v i t y t o be c o m p e t i t i v e w i t h wo rk done 
in t he secondary e c o n o m y (and in the ' shadow' or ' b l ack ' e c o n o m y ) , the a t t a i n a b l e 
ne t incomes should be ra ised ( in l i ne w i t h g rea te r p e r f o r m a n c e ) . W i thou t a con -
s ide rab le surplus wage fund , th i s is on ly possib le i f the t o t a l number o f ' f u l l - t i m e 
hours ' and ' f u l l - t i m e jobs ' d im in i shes . One pa r t o f the labour re l eased can be t a k e n 
over by the f i r m s a c t u a l l y s t r u g g l i n g w i t h labour shor tages, a n o t h e r pa r t by the 
t e r t i a r y sec to r , w h i l e a f u r t h e r p a r t can be t aken up by ' s m a l l ven tu res ' - t h a t is, 
i f a much g rea te r p r o p o r t i o n o f t h e m o p e r a t e as f u l l - t i m e a c t i v i t i e s ( w i t h safer 
pe rspec t i ves and g r e a t e r d y n a m i s m ) and no t as a pa r t o f the secondary e c o n o m y . 
Such ac t ions w i l l unavo idab ly a c c e n t u a t e e m p l o y m e n t p rob lems and tens ions; bu t 
these should be m o r e than c o m p e n s a t e d fo r by g rea te r p e r f o r m a n c e and h igher 
p r o d u c t i v i t y . 

5. C o n f r o n t e d w i t h these g rave issues o f economic po l i c y , w h a t is needed fo r 
t h e r e v i t a l i z a t i o n o f the economy is: 

- a r e d u c t i o n o f losses o c c u r r i n g in t he nonco rpo ra te sphere, 
- a h igher s tandard , and soc ia l l y m o r e e f f e c t i v e l y c o n t r o l l e d , g o v e r n m e n t ad-

m i n i s t r a t i o n , and, o f p r i m e i m p o r t a n c e , 
- h igher e n t e r p r i s e p e r f o r m a n c e . 

To ach ieve th is , a m o r e advan tageous f r a m e w o r k should be p r o v i d e d fo r f i r m s , 
w h i c h in t u r n have t o e x h i b i t , p e r f o r m a n c e - o r i e n t e d behav iou r . Such behav iour can 
on ly be expec ted : (1) i f m o n e t a r y r e g u l a t i o n and m a r k e t i m p a c t s a re g iven a g r e a t -
er r o l e ; (2) i f the d i r e c t i n t e r f e r e n c e s o f c e n t r a l e c o n o m i c m a n a g e m e n t a re r e -
duced and become c o n t r o l l a b l e ; (3) i f t he s u r v i v a l , g r o w t h and success o f f i r m s , the 
m a i n t e n a n c e o f jobs and o f m a n a g e r i a l pos i t i ons (as w e l l as t h e s ize o f i nd i v i dua l 
i ncomes) a l l depend on p e r f o r m a n c e . 
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Conce rn ing t h e f u r t h e r deve lopmen t o f the sys tem o f e c o n o m i c c o n t r o l and 
m a n a g e m e n t , t h e m o s t energy is now be ing devo ted t o t he i n t r o d u c t i o n in 
January 1988 o f t he p lanned tax r e f o r m (va lue added tax and persona l i n come tax ) . 
The pro fess iona l p u b l i c is deba t ing many o f i t s de ta i l s as w e l l as i t s t i m i n g . A 
p r i m e ob jec t i on is t h a t t he tax r e f o r m is no t l i nked to t he c o m p l e x and cons is ten t 
p r o g r a m m e of f u r t h e r deve lopmen t o f t he s y s t e m and p r a c t i c e o f e c o n o m i c m a n -
a g e m e n t . (A dec i s i on w i l l be taken by t he September session o f the N a t i o n a l As -
semb ly . ) Key m o d i f i c a t i o n s are needed in t w o f u n d a m e n t a l e l e m e n t s : p r i c e and 
w a g e con t ro l ; no g e n e r a l l y accep ted good so lu t ions are as y e t ava i l ab le f o r these. 

6. F o r m a t i o n o f t he s t r u c t u r e o f i n s t i t u t i o n s and o r g a n i z a t i o n s is also pa r t o f 
t h e f u r t h e r d e v e l o p m e n t o f e c o n o m i c c o n t r o l and m a n a g e m e n t . A p r o g r a m m e fo r 
i m p r o v i n g g o v e r n m e n t w o r k and the i n s t i t u t i o n a l sys tem has been in p r e p a r a t i o n fo r 
a long t i m e , but p r a c t i c a l steps have been s low in f o l l o w i n g . 

As regards e n t e r p r i s e s , i t is gene ra l l y a c c e p t e d t h a t one o f the cond i t i ons o f 
m a r k e t c o m p e t i t i o n is t o have m o r e a c t o r s in the m a r k e t , and t h a t t he o v e r c e n -
t r a l i z e d s t r u c t u r e o f the economy , and w i t h i n i t o f i n d u s t r y , should be m o d i f i e d . 
A d m i n i s t r a t i v e measu res have not p roduced many resu l t s in th i s f i e l d . I t is now a c -
c e p t e d tha t m o d e r n i ndus t ry needs a s m a l l e r number o f b i g and s t rong f i r m s (or 
g roups o f f i r m s ) and a w i d e n e t w o r k o f s m a l l - and m e d i u m - s i z e d en te rp r i ses . The 
f l e x i b l e en te rp r i se s t r u c t u r e should be shaped by n a t u r a l processes, m a r k e t e f f e c t s 
and the i n i t i a t i v e s o f f i r m s and e n t r e p r e n e u r s . These should be g iven f r e e d o m o f 
m o v e m e n t in H u n g a r y . As regards t he b i g f i r m s , the way shou ld be opened fo r the 
g r o w t h o f success fu l en te rp r i ses and f o r t he l i q u i d a t i o n o f t he f a i l u res . On the one 
hand, spinning o f f e n t e r p r i s e groups shou ld be made poss ib le , w h i l e on the o t h e r 
t h e r e should be sanc t i ons fo r t he abuse o f power pos i t ions , w i t h a separa te a u t o -
nomous i n s t i t u t i o n c r e a t e d fo r th is purpose. 

The sma l l i n d u s t r i a l business sec to r a l r e a d y accoun ts f o r abou t 500,000 peop le . 
(Th is is about 30 per cen t o f those engaged in i ndus t r i a l a c t i v i t y . ) 150,000 peop le 
a re emp loyed by s t a t e en te rp r i ses and c o o p e r a t i v e s w i t h less t h a n 300 emp loyees , 
100,000 are engaged in the p r i v a t e sec to r (as f u l l - t i m e emp loyees ) and 250,000 in 
t h e i ndus t r i a l ' c o m p l e m e n t a r y workshops ' o f n o n - i n d u s t r i a l o rgan i za t i ons . Beyond 
t h a t , a f u r t h e r 200,000 people are e m p l o y e d in i ndus t r i a l es tab l i shmen ts w i t h less 
t h a n 300 wo rke r s ; such es tab l i shmen ts are assoc ia ted w i t h l a rge s ta te i n d u s t r i a l 
f i r m s and c o o p e r a t i v e s . 

The smal l business sec to r f u l f i l s an i m p o r t a n t and use fu l r o l e even today , bu t i t 
does not by f a r show the i nnova t i on and d y n a m i s m , t h a t can be found in m a r k e t 
economies . To p r o m o t e i t and fo r a b e t t e r e x p l o i t a t i o n o f i t s p o t e n t i a l , a g o v e r n -
m e n t p r o g r a m m e is needed. This p r o g r a m m e c o u l d he lp the c r e a t i o n , su rv i va l , i n -
n o v a t i o n and d e v e l o p m e n t o f s ta te , c o o p e r a t i v e and p r i v a t e sma l l ven tu res . I t 
w o u l d help w i t h a d v i c e , t r a i n i ng , p r o v i s i o n o f i n f r a s t r u c t u r e and f i n a n c i a l suppor t . 
I t wou ld also e l i m i n a t e the f r e q u e n t l y h a r m f u l d i s t i n c t i o n s - bu t w i t h o u t p r o v i d i n g 
p r o t e c t i o n and u n j u s t i f i e d advantages. 

A f t e r c o m p l e t i o n o f the s tudy, on January 1, 1988 a g e n e r a l t u rnove r tax (of 
V A T type) and a persona l i ncome t a x we re i n t r oduced . S imu l taneous l y , severa l 
changes were m a d e in the i n s t i t u t i o n a l s y s t e m of g o v e r n m e n t . In May 1988 the 
C o n f e r e n c e o f the Hunga r i an Soc ia l i s t Worke rs ' P a r t y f i n a l l y assessed the g rave 
e c o n o m i c and soc ia l c r i s i s of the c o u n t r y , and made personne l changes in t he C e n -
t r a l C o m m i t t e e and the h igher l eadersh ip . Work a imed a t e l a b o r a t i n g a c o n c e p t i o n 
f o r the t r a n s f o r m a t i o n o f the sys tem o f e c o n o m i c m a n a g e m e n t was a c c e l e r a t e d , 
w i t h the d e f i n i t e a i m of bu i ld ing a m a r k e t economy in t he s p i r i t o f l i b e r a l i z a t i o n 
and de regu la t i on . In c o n n e c t i o n w i t h t he d r a f t i n g o f the annua l p lan fo r 1989, the 
N a t i o n a l P lann ing O f f i c e worked ou t m o r e p rec i se a l t e r n a t i v e s f o r economic p o l i c y . 
P o l i t i c a l l i f e has m a d e g rea t steps t o w a r d s p l u r a l i s m and t h e i m p o r t a n c e o f P a r -
l i a m e n t has g r o w n ( though i t s t i l l has t o choose b e t w e e n a l t e r n a t i v e s w h i c h a l l o w 
on l y a smal l scope f o r manoeuvre) . H o w e v e r , the size o f the budge t d e f i c i t has no t 
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a l l o w e d a m o d e r a t i o n o f taxes l ev ied on en te rp r i ses and e n t r e p r e n e u r s . The con-
d i t i o n s necessary fo r e n l i v e n i n g and inc reas ing the p r o d u c t i v i t y and p e r f o r m a n c e o f 
t he economy w e r e m iss ing a t the end o f 1988 and the so lu t i on t o th i s s i t u a t i o n is 
s t i l l f a c e d by the (s low ly a c t i n g ) Hunga r i an economic m a n a g e m e n t . 
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D E C E N T R A L I Z A T I O N IN THE STATE-OWNED I N D U S T R Y 
IN H U N G A R Y (1980 -1985 ) 

ESZTER B A G Ó 

In the 1980s the process o f c e n t r a l i z a t i o n , w h i c h fo r seve ra l decades had been the 
a l m o s t p e r m a n e n t o r g a n i z a t i o n s y s t e m o f Hungar ian i n d u s t r y , c a m e t o an end. The 
Hunga r i an e n t e r p r i s e s t r u c t u r e , w h i c h had been ve ry s t r o n g l y c e n t r a l i z e d in i n t e r -
n a t i o n a l c o m p a r i s o n , began t o change in accordance w i t h t he p r i n c i p l e s o f t he e c o -
n o m i c m a n a g e m e n t r e f o r m . Th is had been urged fo r seve ra l years by t h e o r e t i c i a n s 
and p r a c t i c a l spec ia l i s t s . Thus new t y p e s o f o r g a n i z a t i o n s t r u c t u r e have appeared , 
and these have p rov i ded r o o m f o r t he w iden ing sphere o f s m a l l - s c a l e o r g a n i z a t i o n s 
w h i c h , in e a r l i e r t i m e s , we re e n t i r e l y miss ing f r o m H u n g a r i a n i n d u s t r y . A n o t h e r 
i n i t i a t o r o f the d e c e n t r a l i z a t i o n p rocess was a series o f c e n t r a l dec is ions ( i .e . made 
by the s ta te a d m i n i s t r a t i o n ) w h i c h r e s u l t e d in the l i q u i d a t i o n o f seve ra l l a rge en -
te rp r i ses , and a r e d u c t i o n o f the s ize o f o the rs b e t w e e n 1980-85. The a i m o f t he 
p resen t s tudy is t o d e m o n s t r a t e t h e e f f e c t o f these measures on the o r g a n i z a t i o n 
o f the s t a t e - o w n e d i ndus t r y . 1 The p o s i t i o n and behav iou r o f t he d e c e n t r a l i z e d 
compan ies , as w e l l as t he i n t e r r e l a t i o n be tween d e c e n t r a l i z a t i o n and m a r k e t c o m -
p e t i t i o n , is dea l t w i t h in the a r t i c l e w r i t t e n by M ä r i a Mó ra . 2 

The Changing Number of Enterpr ises 

The new compan ies es tab l i shed by t h e c e n t r a l dec is ions on d e c e n t r a l i z a t i o n be-
t w e e n 1980-85 can be g rouped i n t o f o u r classes. 

1. The dec is ions r e s u l t e d in t he l i q u i d a t i o n o f 10 t rus t s . F r o m 7 t r us t s o f t he f o o d 
i ndus t r y , 2 o f the eng inee r i ng i n d u s t r y and one c o a l m i n i n g t r u s t , 88 e a r l i e r 
m e m b e r compan ies have won c o m p l e t e independence and, in a d d i t i o n , 17 new 
enterprises w e r e f o r m e d ou t o f t h e l i q u i d a t e d t rus ts . F r o m t h e v i e w o f s t a t i s t i c s 
on ly the l a t t e r t w o measures have inc reased the number o f i n d u s t r i a l compan ies . 
In t e r m s o f s t a t i s t i c s t he m e m b e r companies o f t r u s t s f i g u r e d as independent 
ones b e f o r e the measures. H o w e v e r , w i t h the l i q u i d a t i o n o f t he t r u s t c e n t r e s 
t he f o r m s o f managemen t and the degree o f independence changed m a r k e d l y in 
these en te rp r i ses . 

1 The tables attached to the study were compiled on the basis of the database of the Minis-
try of Finance. 

2 Published in the same volume. 
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2. Ten large compan ies have been l i q u i d a t e d b e t w e e n 1980 and 1985 ( t h r e e o f t h e m 
be longed t o the e n g i n e e r i n g i ndus t r y , t h r e e t o the b u i l d i n g m a t e r i a l s indus t ry , 
and one each t o m e t a l l u r g y , t o t he w o o d - w o r k i n g , t he l e a t h e r and the g a r m e n t 
indus t r ies ) . F r o m t h e e a r l i e r f a c t o r i e s and m a n u f a c t u r i n g un i t s o f these large 
compan ies 57 new c o m p a n i e s have been f o r m e d . 

3. The r e d u c t i o n o f t h e s ize o f 22 la rge en te rp r i ses took p lace in t h e course o f de-
c e n t r a l i z a t i o n (11 i n t h e eng ineer ing i n d u s t r y , 4 in t he f o o t w e a r i ndus t r y , 3 each 
in t he t e x t i l e and i n t h e bu i ld ing m a t e r i a l s i ndus t r i es and one in t h e food indus-
t r y ) . F r o m these e n t e r p r i s e s a l t o g e t h e r 26 f o r m e r f a c t o r y u n i t s w e r e de tached, 
and these have s ince c o n t i n u e d t o w o r k as independent compan ies . 

4 . I t may also be a t t r i b u t e d to the i n d i r e c t i n f l u e n c e o f c e n t r a l dec is ions on de-
c e n t r a l i z a t i o n t h a t , up t o 1986, the e n t e r p r i s e s have f o u n d e d a t o t a l o f 29 sub-
s id ia r ies by g r a n t i n g independence t o some o f t he i r e a r l i e r f a c t o r y un i ts . In a 
c e r t a i n number o f cases large compan ies have changed t h e i r f o r m e r f a c t o r y 
un i t s i n t o subs id ia r ies in o rder t o evade t h e i r c o m p l e t e s u b s t i t u t i o n and separa-
t i o n . A l t h o u g h t h i s has increased the number o f e n t e r p r i s e s engaged in 
i ndus t r y , the subs id i a r i es ' independence is, howeve r , l i m i t e d - in some cases 
e v e n more l i m i t e d t h a n t h a t o f some m e m b e r t r u s t compan ies was . 

In t he wake o f d e c e n t r a l i z a t i o n 10 l a rge en te rp r i ses ceased t o e x i s t and 129 
new en te rp r i ses w e r e set up (100 o f w h i c h became independen t and 29 became sub-
s id ia r ies ) . Thus, as a r e s u l t o f the dec is ions t he n u m b e r o f e n t e r p r i s e s has g rown 
by 119; th is rep resen ts an increase o f 22.4 per cen t as c o m p a r e d t o the s i t ua t i on 
in 1979. A c c o r d i n g t o Table I, the inc rease b e t w e e n 1979 and 1986 was less than 
t h a t (110 en te rp r i ses , 20.7 per cen t ) , o w i n g t o fus ions and l i q u i d a t i o n s o f o the r 
compan ies c a r r i e d o u t i n t h e m e a n t i m e . 

In t he b roaden ing sphe re o f independent compan ies o p e r a t i n g in i ndus t r y the de-
c is ions on d e c e n t r a l i z a t i o n have also b r o u g h t about some e f f e c t s w h i c h cannot be 
d e m o n s t r a t e d in a q u a n t i f i a b l e f o r m - n a m e l y , t he degree o f i ndependence o f the 
e a r l i e r t r u s t m e m b e r c o m p a n i e s has m a r k e d l y inc reased s ince t h e l i q u i d a t i o n o f the 
t r u s t s . Instead o f t h e i r e a r l i e r f o r m a l independence these compan ies are today 
w o r k i n g under t he same cond i t i ons o f e c o n o m i c m a n a g e m e n t as any o t h e r company . 

The Changing Structure o f Company Sizes 

When the sequence o f dec is ions on d e c e n t r a l i z a t i o n s t a r t e d , t h e o r g a n i z a t i o n 
s t r u c t u r e o f H u n g a r i a n i n d u s t r y cou ld be c h a r a c t e r i z e d by i t s s t r i k i n g l y h igh con -
c e n t r a t i o n as c o m p a r e d t o the i n t e r n a t i o n a l l e v e l . A n i m p o r t a n t o b j e c t i v e o f the 
dec is ions was to r e d u c e the c o n c e n t r a t i o n , number and d imens ions o f t he large en-
t e r p r i s e s and t o g r a n t independence t o those o r g a n i z a t i o n s - a l r e a d y w o r k i n g w i t h -
in t h e f r a m e w o r k o f a l a r g e company - capab le o f o p e r a t i n g i n d e p e n d e n t l y . The re -
by , t h e number o f s m a l l and m e d i u m - s i z e en te rp r i ses w i t h i n t he s t r u c t u r e o f Hun -
g a r i a n indus t ry was i n c r e a s e d . 

In t he sphere o f i n d u s t r y a d m i n i s t e r e d by m i n i s t r i e s t he n u m b e r o f la rge e n t e r -
p r i ses hav ing m o r e t h a n 1000 emp loyees was 348 in 1979; h o w e v e r , ha rd ly one-
t e n t h o f these have been a f f e c t e d by t he dec is ions on d e c e n t r a l i z a t i o n . O n e - t h i r d 
o f t h e l a t t e r have been l i qu i da ted . M o r e t h a n ha l f o f those e n t e r p r i s e s f r o m wh ich 
some f a c t o r y un i t s h a v e been de tached (13 en te rp r i ses ) , have r e m a i n e d in t he i r 
o r i g i n a l size c a t e g o r y . A f t e r r e o r g a n i z a t i o n a f u r t h e r 8 compan ies w e n t down on ly 
by one ca tego ry and , a l t o g e t h e r , on ly one has s h i f t e d f r o m t h e g r o u p o f large en-
t e r p r i s e s i n to t h a t o f m e d i u m - s i z e e n t e r p r i s e s . Thus, l o o k i n g a t t he decis ions on 
d e c e n t r a l i z a t i o n f r o m t h e v i ew of the ' m o t h e r e n t e r p r i s e s ' , i n t h e f i n a l analys is 
t h e y have not r e d u c e d t h e sphere o f l a rge en te rp r i ses w i t h i n i n d u s t r y . 
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The n e w l y independent compan ies f o r m e d as a r esu l t o f the ser ies o f dec is ions, 
accoun t fo r 15.6 per c e n t o f t he t o t a l n u m b e r o f e n t e r p r i s e s o p e r a t i n g in the in -
dus t r y a d m i n i s t e r e d by m i n i s t r i e s . O w i n g t o t he i r low p r o p o r t i o n , w i t h r e g a r d t o the 
chang ing s t r u c t u r e o f e n t e r p r i s e sizes, t hey a re unable t o p lay a s i g n i f i c a n t ro le ; 
th i s wou ld s t i l l be t he case even i f they be longed e x c l u s i v e l y t o t h e sphere o f sma l l 
or m e d i u m - s i z e compan ies . A t t he same t i m e , the d i s t r i b u t i o n o f the n e w l y i nde -
pendent e n t e r p r i s e s by sizes (see Table 1) shows t h a t 34 o f t h e m b e c a m e la rge en -
te rp r i ses and a f u r t h e r o n e - t h i r d o f t h e m - e m p l o y i n g 500-1000 persons - a re s t i l l 
no t ' r e a l ' m e d i u m - s i z e compan ies a c c o r d i n g t o the d imens iona l s tandards g i v e n in 
t he i n t e r n a t i o n a l spec ia l i s t l i t e r a t u r e . There a re on ly 34 new en te rp r i ses w h i c h 
have less t h a n 500 emp loyees and a l t o g e t h e r t h ree s m a l l - s c a l e compan ies have 
come i n t o e x i s t e n c e as a resu l t o f the dec is ions on d e c e n t r a l i z a t i o n . 

Taken t o g e t h e r the dec is ions on d e c e n t r a l i z a t i o n have r e s u l t e d in a number o f 
f avou rab le changes in the d imens iona l s t r u c t u r e o f the e n t e r p r i s e s . B e t w e e n 1979 
and 1986 the share o f sma l l and m e d i u m - s i z e en te rp r i ses ( i .e . w i t h up t o 500 e m -
ployees) in the i ndus t r y a d m i n i s t e r e d by m i n i s t r i e s i nc reased f r o m 14.3 t o 22.8 per 
c e n t ; a t t he same t i m e , the share o f those w o r k i n g w i t h m o r e t h a n 1000 emp loyees 
has d im in i shed f r o m 65.4 t o 54.5 per cen t (see Table 1). The changes in t he p r o p o r -
t i ons b e t w e e n s ize c a t e g o r i e s a r e , howeve r , no t r e a l l y s i g n i f i c a n t . 

I t is n o t e w o r t h y t h a t a m o n g the i n d i v i d u a l e n t e r p r i s e c a t e g o r i e s t he g r e a t e s t 
number is r ep resen ted by t he compan ies w o r k i n g w i t h 1000-2000 emp loyees ; i t is 
no tab le t h a t a m a j o r p a r t o f t he f o r m e r t r u s t m e m b e r compan ies w h i c h have r e -
c e n t l y b e c o m e independent be long t o these. I t is a l m o s t c e r t a i n t h a t t he e n t e r -
pr ises f a l l i n g i n t o t he b o t t o m g roup o f the s ize c a t e g o r y o f la rge e n t e r p r i s e s 
- though showing a d o m i n a n t share in the i ndus t ry a d m i n i s t e r e d by m i n i s t r i e s -
still do no t en joy t he advan tages o f scale a v a i l a b l e t o the r e a l l y l a rge ones; a t t he 
same t i m e , t hey a re already devo id o f those advan tages g i ven t o s m a l l and m e d i u m -
size en te rp r i ses . E x p e r i e n c e suggests t h a t t he p r e d o m i n a n c e o f t he compan ies e m -
p loy ing 1000 t o 2000 persons is an obs tac le t o t h e i n t e r n a t i o n a l c o m p e t i t i v e n e s s o f 
Hunga r i an i ndus t r y and, i f t h i s is so, the s i t u a t i o n has no t been changed as a r e -
su l t o f r e o r g a n i z a t i o n . 

Changes of the Enterprise Structure in Some 
Par t icu lar Sectors 

The da ta g i v e n in Table 2 i n d i c a t e t he chang ing number , and the d imens iona l s t r u c -
t u r e , o f the en te rp r i ses w o r k i n g in t he i n d i v i d u a l subsectors b e t w e e n 1979-1986. 

In mining t he number and d i s t r i b u t i o n o f t he compan ies , w i t h r e l a t i o n t o t h e i r 
s ize , have no t changed b e t w e e n 1979 and 1986. In t he w a k e o f the c e n t r a l d e c i -
sions, and a f t e r t he l i q u i d a t i o n o f the Coa l M i n i n g T r u s t , 9 f o r m e r m e m b e r c o m -
panies became c o m p l e t e l y i ndependen t . 

In metallurgy, by b r e a k i n g d o w n a la rge c o m p a n y in t h e m e t a l l u r g y i ndus t r y and 
one in the eng inee r i ng i n d u s t r y , and by g r a n t i n g independence t o some m e t a l l u r g i -
c a l p lan ts w h i c h had e a r l i e r be longed t o compan ies o f the eng inee r i ng i n d u s t r y , 14 
new en te rp r i ses have been deve loped . Most o f these a re s m a l l and /o r m e d i u m - s i z e 
en te rp r i ses , 12 o f t h e m be long ing t o the subsector o f m e t a l l u r g y . H o w e v e r , t he o r -
g a n i z a t i o n o f t he t h r e e g i an t m e t a l l u r g i c a l w o r k s has r e m a i n e d i n t a c t . 

The dec is ions on d e c e n t r a l i z a t i o n have mos t s t r ong l y i n f l u e n c e d the e n t e r p r i s e 
s t r u c t u r e o f t he engineering industry: 20 f o r m e r t r u s t m e m b e r s have b e c o m e inde-
pendent en te rp r i ses and 38 new compan ies have been es tab l i shed . The number o f 
compan ies in the eng inee r i ng i ndus t ry inc reased by 40 per cen t b e t w e e n 1979-1986. 
The number o f the sma l l and m e d i u m - s i z e compan ies has g r o w n f r o m 10 t o 46 and 
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Table 1 

The number and distr ibution of the companies by categories of size 
(1979-1986) 

Year Sphere o f compan ies 
Compan ies w i t h i an e m p l o y m e n t o f T o t a l 

number o f 
compan ies 

Yea r Sphere o f compan ies 1-
100 

101-
300 

301-
500 

501-
1000 

1001 
2000 

- 2001-
5000 

5001-
10000 

10001-

T o t a l 
number o f 
compan ies 

number s 

1979 T o t a l number o f compan ies 15 35 26 108 149 139 42 18 532 

1986 
F o r m e r t r u s t m e m b e r s 
Subsid iar ies 
N e w l y independent compan ies 

4 
2 
3 

2 
7 

17 

3 
8 

14 

24 
8 

32 

34 
4 

27 

13 

7 

5 3 88 
29 

100 

T o t a l number o f compan ies 46 52 48 146 185 128 23 14 642 

d i s t r i b u t i o n (per cen t ) 

1979 T o t a l per cen t o f compan ies 2.8 6.6 4.9 20.3 28.0 26.1 7.9 3.4 100.0 

1986 
F o r m e r t r u s t m e m b e r s 
Subsid iar ies 
N e w l y independent compan ies 

4.5 
6.9 
3.0 

2.3 
24.1 
17.0 

3.4 
27.6 
14.0 

27.3 
27.6 
32.0 

39.6 
13.8 
27.0 

14.8 

7.0 

5.7 3.4 100.0 
100.0 
100.0 

T o t a l per cen t o f compan ies 7.0 8.1 7.5 22.7 28.8 19.9 3.6 2.2 100.0 



Table 3 

Shares o f the largest companies in the gross product ion value of the subsectors 
(1979, 1986) 

Subsector 

'979 1986 1979 1986 1979 1986 1979 1986 1979 198A 1979 1986 
Gross produc- Number of Shore of Ordinal no. 
t ion value, companies1 two three 

1000 mi l l i on largest largest largest 
F t 1  

of subsec-
tors ranked 

compony(ies) in t o t a l gross produc- b y . s t r u c t u _ 

t ion value of subsectors r a l c o n c e , n " 
(per cent) t r a t i on 2 

1979 1986 1979 1986 1979 1986 1979 1986 1979 1986 1979 1986 

Text i les and garment industry 16.5 19.3 130 117 9 8 15 13 20 17 53 55 
Other industr ia l products 7.4 8.8 86 72 9 9 13 13 17 17 54 54 
Machines and mechanical equipment 

13 17 17 54 54 

product ion 50.4 67.0 105 116 6 8 11 13 15 18 55 53 
Baking industry 7.5 10.8 39 38 17 12 21 16 25 20 51 52 
Mi l l i ng industry 20.7 25.6 24 22 9 9 17 18 24 25 52 51 
Metalwares industry 22.7 30.1 58 60 11 10 20 19 29 26 50 50 
Meat processing industry 34.7 49.4 24 24 19 9 29 18 37 26 45 49 
Pr in t ing industry 9.0 13.9 36 33 13 12 23 21 31 29 49 48 
Furn i tu re manufac tur ing industry 11.2 13.0 76 50 11 11 22 21 32 30 48 47 
Dairy industry 17.1 25.6 24 23 18 15 28 25 35 31 47 46 
Hand ic ra f t and domest ic industry 7.8 8.2 97 86 19 14 31 28 35 33 46 45 
Footwear industry 11.8 17.8 60 59 18 17 30 29 41 35 42 44 
Poul t ry processing 9.1 14.1 12 14 27 14 43 27 56 37 36 43 
Canning industry 15.2 19.3 17 18 15 14 27 27 38 38 44 42 
E lec t r i c machines manufac tu r ing 31.9 42.0 31 43 19 17 36 30 48 38 38 41 
K n i t t i n g industry 7.8 11.0 13 19 15 14 29 27 43 39 40 40 
E lec t r i c power engineering 31.1 79.5 22 21 12 18 23 30 33 40 _ 
Precision machines industry 19.0 27.9 38 41 16 16 28 29 39 41 42 39 
Sugar industry 8.6 3.2 12 11 19 18 33 35 43 46 41 38 
Coal min ing 17.7 30.8 13 12 18 17 34 32 48 46 
Other manufac tur ing industr ies 1.5 1.7 20 14 28 20 42 37 52 48 37 37 
Br icks and t i les industry 4.4 5.8 12 12 21 23 34 36 45 48 39 36 
Const ruc t iona l jo inery 2.8 3.6 7 16 89 22 92 38 94 50 17 35 
Wool industry 9.6 11.0 8 9 31 28 45 40 57 51 33 34 
Te lecommunicat ion and vacuum technics 33.1 56.5 17 18 27 31 54 47 62 56 28 33 
Leather and fur industry 9.1 11.5 29 25 26 24 44 44 58 57 32 32 
Fine ceramics industry 3.9 5.2 7 12 85 23 94 43 96 57 14 31 
Haberdashery industry 3.1 4.2 11 12 29 28 48 45 69 51 30 30 
Co t ton industry 16.1 20.9 15 16 32 23 51 45 69 63 23 29 
Fer t i l i ze rs and plant p ro tec t ion 

29 

chemicals industry 19.0 30.1 7 8 27 27 51 47 69 63 24 28 
Wine-making industry 5.7 7.6 9 9 22 37 42 52 56 63 35 27 
Iron meta l lu rgy 55.0 72.8 16 24 24 26 43 47 61 64 29 26 
Tobacco processing industry 5.2 6.0 7 6 20 24 39 48 58 66 31 25 
D is t i l l i ng and starch industry 4.0 8.0 6 7 32 25 54 47 73 66 22 24 
Plast ics processing industry 7.8 11.9 25 20 26 29 46 51 66 69 27 23 
Pharmaceut ica l industry 22.2 37.0 12 15 27 31 52 53 67 78 26 22 
Vehicle industry 57.6 85.6 21 22 29 29 53 55 68 72 25 21 
Gas manufactur ing 9.0 34.3 7 6 48 34 65 61 79 76 21 20 
A lumin ium meta l lu rgy 16.3 27.4 16 14 30 45 46 66 57 77 34 19 
Quarry and gravel p i t industr ies 2.0 1.9 3 5 48 41 77 61 100 78 - -

Organic and inorganic chemicals 
industry 17.5 31.9 28 17 56 60 69 72 79 81 20 18 

Breweries 4.2 7.6 6 6 45 44 68 70 81 84 18 17 
Minera l water and soft dr inks manu-

fac tu r ing 0.7 1.1 7 9 57 54 71 80 79 88 19 16 
Confec t ionery 11.7 14.1 2 4 63 44 100 77 100 90 7 15 
Pre fabr ica ted concrete elements 4.2 4.7 6 6 86 85 90 90 94 92 16 14 
Glass industry 5.1 9.9 5 6 93 89 96 93 98 95 12 13 
Crude o i l and gas product ion 16.7 54.2 6 7 67 70 82 88 96 96 - -

Oi l re f in ing industry 
F lox, hemp and ju te manufac ture 

37.9 87.2 5 4 71 77 88 91 95 96 15 12 Oi l re f in ing industry 
F lox, hemp and ju te manufac ture 4.4 6.4 4 4 42 45 82 82 98 98 11 11 
Paper industry 11.7 18.7 8 5 94 94 96 96 98 98 13 10 
Synthet ic and man-made f ib re 

manufac tur ing 8.5 14.8 2 4 74 79 100 99 100 100 6 7 
Bui lding insulat ion mater ia ls industry 1.6 3.8 2 3 58 48 100 77 100 100 8 8 
Bauxi te min ing 1.9 3.2 3 3 59 63 87 89 100 100 - -

Cosmet ics and household chemicals 
industry 1.8 3.7 2 3 95 92 100 98 100 100 - -

Other ore and minera l mines 3.1 4.3 3 3 48 52 88 90 100 100 - -

Sawmil ls and woodwork ing industry 1.7 2.3 3 2 58 59 99 100 100 100 10 6 
L ime and cement industry 5.8 7.4 1 2 100 98 100 100 100 100 4 5 
Rubber industry 7.5 12.1 3 2 99 99 99 100 100 100 9 4 
Meta l lu rgy of other non-ferrous metals 5.5 7.2 1 2 100 89 100 100 100 100 3 3 
Asbestos-cement industry - 1.3 - 1 - 100 - 100 - 100 - -

Silk industry 2.4 2.8 1 1 100 100 100 100 100 100 2 2 
Vegetable o i l industry 5.3 10.0 1 1 100 100 100 100 100 100 1 1 

1 Including both state-owned and cooperat ive industry. 

2 The rank order has been arranged on the basis of the share of the three largest companies. 
In cases, in which the shares of the three largest companies were equal, we have taken into 
considerat ion the shares of the f i r s t two companies or the shares of the f i r s t company too. 



Table Z 

The number and d is t r ibu t ion of the companies by categor ies o f size and by sectors 
(1979-1986) 

Companies w i t h an employment of 
To ta l 

number of 
companies 

Year Sphere of companies 1-
100 

101-
300 

301-
500 

501-
1000 

1001-
2000 

2001-
5000 

5001-
10000 

10001-
Tota l 

number of 
companies 

numbers 

MINING 
1979 To ta l number of companies 1 1 1 3 4 6 7 3 26 

Former t rus t members 
1986 Newly independent companies _ 

1 _ - _ - 5 3 9 

To ta l of companies 2 2 1 3 3 5 7 3 26 

ELECTRIC POWER INDUSTRY 
1979 To ta l number of companies 9 6 8 23 

Former t rus t members 
1986 Newly independent companies 

1 
- 2 5 7 8 

-
-

1 
22 

Tota l of companies - - 2 5 7 8 - - 22 

M E T A L L U R G Y 
1979 To ta l number of companies 3 2 4 7 9 1 3 29 

Former t rus t members 
1986 Newly independent companies 

-

3 4 2 
1 
3 

1 
1 

- - 2 
13 

Toto l of companies 2 4 5 8 7 8 - 3 37 

ENGINEERING INDUSTRY 
1979 To ta l number of companies 2 4 4 13 37 50 18 7 135 

Former t rus t members 
1986 Newly independent companies 

-

8 
1 
4 

3 
14 

8 
10 

8 
2 

- - 20 
38 

Tota l number of companies 13 16 17 34 50 47 7 5 189 

BUILDING MATERIALS INDUSTRY 
1979 To ta l number of companies 1 1 12 3 2 2 21 

Former t rus t members 
1986 Newly independent companies 

- - -

7 7 1 
- -

15 

Tota l number of companies 3 2 - 9 17 2 2 1 36 

C H E M I C A L INDUSTRY 
1979 To ta l number of companies 2 6 5 7 13 11 5 1 50 

Former t rus t members - -
1986 Newly independent companies - 1 - - - 1 

To ta l number of companies 8 8 4 7 15 11 3 1 57 

L IGHT INDUSTRY 
1979 Tota l number of companies 3 7 7 26 20 36 8 2 109 

Former t rus t members 
1986 Newly independent companies _ 4 5 7 5 1 

- -

22 

Tota l number of companies 7 12 13 31 36 30 4 1 135 

FOOD INDUSTRY 
1979 Tota l number of companies 7 12 4 46 49 16 1 135 

Former t rus t members 
1986 Newly independent companies 

3 
3 

1 
1 

2 
1 

21 
2 

25 
2 

4 
1 

- - 56 
10 

Tota l number of companies 11 7 4 49 49 17 - - 137 
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the number o f the l a rges t ones hav ing m o r e t h a n 5000 emp loyees , has decreased 
f r o m 25 to 12. In t he d imens iona l s t r u c t u r e o f the eng inee r i ng i ndus t r y the g r a v i t y 
c e n t r e has s h i f t e d f r o m those en te rp r i ses w i t h 2000-5000 emp loyees t o the l owe r 
c a t e g o r y nex t t o t h i s , hav ing 1000-2000 emp loyees . Whi le t h i s is undoubted ly an 
advantageous s i t u a t i o n , t he ques t ion marks l i n k e d t o i t have a l r eady been m e n -
t i o n e d in the f o r e g o i n g . 

In t h e b ranch o f building materials the g r o w t h in t he number o f en te rp r i ses has 
also been s i g n i f i c a n t : i n th i s sec to r , in 1979, on ly 21 en te rp r i ses we re o p e r a t i n g ; 
howeve r , by 1986 th i s f i g u r e had r i sen t o 36. Seven o f the new en te rp r i ses w e r e 
es tab l i shed by b r e a k i n g d o w n a la rge company w h i c h be longed t o the f i ne c e r a m i c s 
i ndus t r y , f ou r by t he l i q u i d a t i o n o f compan ies o f t he q u a r r y i n g and g r a v e l - p i t i n -
dus t r y , and the res t by sepa ra t i on f r o m la rge compan ies . In th i s sec to r - s im i la r t o 
the s i t u a t i o n found in t h e eng inee r i ng i ndus t r y - the dec is ions on d e c e n t r a l i z a t i o n 
s t r eng thened the d o m i n a n c e o f la rge en te rp r i ses w o r k i n g w i t h 1000-2000 emp loyees 
and resu l t ed in t he d e v e l o p m e n t o f 12 new e n t e r p r i s e s w i t h less than 1000 e m -
p loyees. 

The en te rp r i ses o f t he chemical Industry have no t been a f f e c t e d by the decen-
t r a l i z a t i o n decis ions o f 1980-85. The s ing le new independent c o m p a n y w o r k i n g in 
th is sec to r has been deve loped by sepa ra t i ng one o f t he l e a t h e r i ndus t r y ' s l a rge 
en te rp r i ses and p l a c i n g i t i n t o th i s one, o w i n g t o i t s p roduc t s t r u c t u r e . The i n -
c rease in t he number o f en te rp r i ses w o r k i n g in t h e c h e m i c a l i ndus t r y - and, w i t h i n 
t h a t , t he number o f s m a l l en te rp r i ses - has been gene ra ted by reg roup ing c o m p a -
nies f r o m the l oca l counc i l s i n t o t h i s c a t e g o r y o f t he s t a t e - o w n e d indus t ry and /o r 
by f ound ing j o i n t v e n t u r e s , independent f r o m the dec is ions on d e c e n t r a l i z a t i o n . 

A f t e r t he eng inee r i ng i ndus t r y , the number o f n e w l y independent en te rp r i ses is 
g r e a t e s t in t he light industry. In th i s sec to r 22 new , d e c e n t r a l i z e d compan ies have 
been set up. W i t h i n t h e e n t e r p r i s e s ize s t r u c t u r e t he share o f en te rp r i ses w o r k i n g 
w i t h less t h a n 500 e m p l o y e e s has inc reased f r o m 15.6 t o 23.7 per c e n t , wh i l e t h e 
w e i g h t o f la rge e n t e r p r i s e s w i t h m o r e t h a n 2000 emp loyees has s t rong l y dec l i ned 
( f r o m 42.2 to 25.9 per c e n t ) . A l so , t he number o f en te rp r i ses in th i s sector w i t h 
1000-2000 emp loyees has inc reased m a r k e d l y . The decis ions on d e c e n t r a l i z a t i o n 
have had t he i r g r e a t e s t e f f e c t on t he e n t e r p r i s e s t r u c t u r e o f c o n s t r u c t i o n a l j o i n -
e r y , w h e r e the e a r l i e r s ing le e n t e r p r i s e has been separa ted i n t o 9 new ones. In ad -
d i t i o n , a number o f e n t e r p r i s e s b e c a m e independent in t he f o l l o w i n g indus t r ies : 
t e x t i l e - g a r m e n t (4), f o o t w e a r (4), k n i t t i n g (2), l e a t h e r (2) and c o t t o n (1). In t he 
l a t t e r sec to rs , h o w e v e r - t a k i n g i n t o accoun t t h e o r i g i n a l number o f en te rp r i ses -
the change in t he e n t e r p r i s e s t r u c t u r e has not been s i g n i f i c a n t . 

The food industry's e n t e r p r i s e s t r u c t u r e has r e m a i n e d v i r t u a l l y unchanged be -
t w e n 1979-1986. A t t h e same t i m e , due to t h e e f f e c t o f the c e n t r a l decis ions, t he 
managemen t s t r u c t u r e o f t he en te rp r i ses in the f o o d i ndus t r y has changed s i g n i f i -
c a n t l y : 40 per cen t o f t h e m deve loped i n t o independen t compan ies hav ing f o r m e r l y 
been m e m b e r s o f t r u s t s . This change, t hough no t demons t rab l e by s ta t i s t i c s , has 
mean t dec is ive changes in t he a u t o n o m y o f company m a n a g e m e n t , in m a r k e t r e l a -
t i ons and in e n t e r p r i s e behav iou r . The b r e a k i n g d o w n of t r u s t s has a lso been a c -
compan ied by t he e s t a b l i s h m e n t o f a f e w new en te rp r i ses . O f these, t he sma l le r 
ones w e r e f o r m e d fo r f u l f i l l i n g c e r t a i n m a n a g e m e n t , se l l ing , and s e r v i c i n g f unc t i ons 
in t h e i r r o l e as j o i n t v e n t u r e s o f the f o r m e r m e m b e r compan ies o f t he t rus ts . 

Changes in the Enterpr ise Structure of the Subsectors 

T w o o f the mos t i m p o r t a n t i m p a c t s e x p e c t e d f r o m d e c e n t r a l i z a t i o n are the e l i m i -
n a t i o n o f the m o n o p o l y pos i t ions w h i c h deve loped e a r l i e r in some p a r t i c u l a r m a r -
ke ts , and the d i m i n u t i o n o f the p o w e r f u l c e n t r a l i z a t i o n w h i c h was apparent in t he 
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s t r u c t u r e of some o t h e r m a r k e t s . A n a l y s i s o f the s t r u c t u r e o f the i n d i v i d u a l sub-
sec to rs , based on t h e homogeneous p r o d u c t groups be long ing t o each one o f t h e m 
or on the process o f p r o d u c t i o n t e c h n o l o g y , ought t o p resen t an a p p r o x i m a t e l y a c -
c u r a t e p i c t u r e abou t t he cond i t ions o f m a r k e t c o m p e t i t i o n . 

S tudy ing the e f f e c t s o f the d e c e n t r a l i z a t i o n dec is ions, w h a t we have f o u n d w i t h 
r e g a r d to the d e v e l o p m e n t o f the d i m e n s i o n a l s t r u c t u r e o f en te rp r i ses , app l ies a lso 
t o t h e en te rp r i se s t r u c t u r e o f the subsec to rs : name ly , t h a t t h e t r e n d o f changes is 
f a v o u r a b l e but t he changes are not r e a l l y dec i s i ve . 

A b o u t t h r e e - q u a r t e r s o f the subsec tors (31 subsectors) we re not a f f e c t e d by t he 
dec is ions, wh i l e in t h e o the rs (13 subsec to rs ) the on ly resu l t was a s ing le new e n -
t e r p r i s e . In such cases the ( r e l a t i v e l y homogeneous) subsec to ra l m a r k e t s t r u c t u r e 
r e m a i n e d v i r t u a l l y unchanged. In 10 subsec to rs 2-4 new independent e n t e r p r i s e s 
w e r e es tab l i shed. A l l i n a l l , the c e n t r a l dec is ions have m a r k e d l y t r a n s f o r m e d the 
e n t e r p r i s e s t r u c t u r e o f on ly six subsec to rs ; thus new independen t compan ies w e r e 
f o r m e d in the f o l l o w i n g subsectors: m a n u f a c t u r e o f mach ines and e q u i p m e n t (14), 
i r o n m e t a l l u r g y (11), m e t a l w a r e (11), c o n s t r u c t i o n a l j o i ne r y (9), m a n u f a c t u r e o f 
e l e c t r o n i c mach ines and i ns t rumen ts (8), and f i ne c e r a m i c s i ndus t ry (7). The e n t e r -
p r i se s t r u c t u r e s o f t he subsectors o f t h e g a r m e n t and the l i g h t c h e m i c a l s indus-
t r i e s - wh i ch a re e s p e c i a l l y p o w e r f u l l y c o n c e n t r a t e d in i n t e r n a t i o n a l c o m p a r i s o n -
have not been s i g n i f i c a n t l y t r a n s f o r m e d by the reo rgan i za t i ons . 

W i t h rega rd t o m a r k e t s t r u c t u r e , i t is necessary c o n d i t i o n fo r deve lop ing m a r k e t 
c o m p e t i t i o n t h a t r e l a t i v e l y g rea t n u m b e r s o f en te rp r i ses w o r k in the m a r k e t , and 
t h a t t he i r m a r k e t share does not enab le any one o f t h e m t o r each a d o m i n a n t po-
s i t i o n in the m a r k e t . The changes in these o rgan iza l i ona l cond i t i ons f o r m a r k e t 
c o m p e t i t i o n can be t r a c e d in Table 3; Tables 4 and 5 s u m m a r i z e the d a t a o f 
Table 3. 

Table 4 

Number of manufactur ing subsectors, according to the percentage share 
of the t h r e e largest companies in gross production value 

Year 

Share o f the th ree la rges t compan ies in 
p r o d u c t i o n value of the subsector (per 

gross 
cen t ) Number 

o f sub-
sec to rs 

Year 
-30 31 -50 51-70 71-90 91-100 

Number 
o f sub-
sec to rs 

1979 
1986 

6 
9 

12 
12 

15 
13 

5 
7 

17 
15 

55 
56 

The most w idesp read ind ica to r f o r c h a r a c t e r i z i n g t h e c o m p e t i t i v e cond i t i ons , 
us ing one p a r a m e t e r on l y , is the share of the three largest enterprises in t o t a l p r o -
d u c t i o n or sales. The share o f the f i r s t t h r e e en te rp r i ses hav ing the l a rges t gross 
p r o d u c t i o n value w i t h i n t h a t of the w h o l e subsector in t h e 55 subsectors o f the 
m a n u f a c t u r i n g i ndus t r i es dec l ined in 26 subsectors (47 per cen t ) , i nc reased in 16 
subsectors (29 per cen t ) , and r e m a i n e d unchanged in 13 subsectors (24 per c e n t ) . 
The change in the share o f the f i r s t t h r e e la rges t en te rp r i ses has, in gene ra l , been 
m i n i m a l ; thus the c o n c e n t r a t i o n in t h e rank order of the subsectors has ha rd l y 
changed dur ing the 7 years in ques t ion , l n 1986, there was no change in the 10 sub-
sec to rs where t h r e e or even less c o m p a n i e s domina te the m a r k e t . In f o u r o f the 
subsectors ( in the p r o d u c t i o n o f m i n e r a l w a t e r and so f t d r inks , in w ine p r o d u c t i o n , 
in the tobacco i n d u s t r y and a l u m i n i u m m e t a l l u r g y ) the shares o f the t h r e e la rges t 
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compan ies have g r o w n cons ide rab l y . There were a l t o g e t h e r on ly six subsectors 
(mea t and p o u l t r y process ing, c o n f e c t i o n a r y , the m a n u f a c t u r e o f e l e c t r i c mach ines , 
c o n s t r u c t i o n a l j o i n e r y , the f i n e c e r a m i c s i ndus t r y ) w h e r e a s i g n i f i c a n t decrease in 
t he share o f t he t h r e e la rges t compan ies cou ld be f o u n d . H o w e v e r , even in these 
subsectors - w i t h t he e x c e p t i o n o f m e a t process ing - t h e share o f t he t h ree l a rges t 
compan ies in t he t o t a l p r o d u c t i o n has r e m a i n e d a t m o r e t h a n 30 per c e n t . 

In a d d i t i o n t o the a lmos t n e g l i g i b l e changes r e c o r d e d by the above i n d i c a t o r 
(wh i ch c h a r a c t e r i z e s the c o n c e n t r a t i o n o f the m a r k e t s t r u c t u r e o f the subsectors) 
the share o f the largest company i n gross p r o d u c t i o n va lue a lso shows no s i g n i f i -
can t changes. A l t h o u g h in m o r e t h a n ha l f ( i .e . 31) o f the subsec tors t he share o f 
the la rges t e n t e r p r i s e decreased, in 10 o f t h e m i t has no t changed a t a l l , and in 
14 i t has e v e n inc reased . The changes o f the shares w e r e , in gene ra l , also no t s ig -
n i f i c a n t ; t he h igh shares, w h i c h had underp inned the monopo ly pos i t ions o f t he 
past , r e m a i n e d unchanged. The e a r l i e r dominan t p o s i t i o n o f t he la rges t company 
ceased t o e x i s t on ly in t he c o n s t r u c t i o n a l j o i ne ry , f i n e c e r a m i c s and c o n f e c t i o n e r y 
indus t r ies . The sphere o f subsec tors where one s ing le company had in the past 
been d o m i n a n t (by a share o f 90 per cen t or more ) has a lso no t changed. (This i n -
c ludes v e g e t a b l e o i l p rocess ing, t he s i lk i ndus t ry , t he m e t a l l u r g y o f non - f e r rous 
me ta l s , the rubber i ndus t r y , t h e l i m e and c e m e n t i ndus t r y , the cosmet i cs and 
household c h e m i c a l s i ndus t r y , and t h e paper - and glass i ndus t r y . ) 

Thus i t seems t h a t the c e n t r a l dec is ions on d e c e n t r a l i z a t i o n have had only i ns ig -
n i f i c a n t e f f e c t s on the chang ing e n t e r p r i s e s t r u c t u r e and on the changes o f c o n -
c e n t r a t i o n in the subsectors . The dec is ions have not i n v o l v e d t h e mos t c o n c e n t r a t e d 
subsectors, and the m a j o r i t y o f these are s t i l l w o r k i n g w i t h a ve r y low number o f 
en te rp r i ses . In a l m o s t ha l f t he subsec tors the share o f the l a rges t company exceeds 
30 per cen t o f t he p r o d u c t i o n va lue o f the subsec to r ; th i s p r o p o r t i o n is s im i l a r t o 
the cond i t i ons in 1979 (see Table 5). 

Table 5 

Number of manufactur ing subsectors, according to the percentage share 
of the largest company in gross production value 

Year 
Share o f the l a rges t company in gross p r o d u c t i o n 

va lue o t the subsector (per c e n t ) 
Number 
o f sub-

-10 11-20 21-30 31-50 51-70 71 -90 91 -100 sectors 

1979 
1986 

4 14 13 6 5 5 8 
6 15 13 7 3 5 7 

55 
56 

T h e r e f o r e , t he f i gu res show t h a t d e c e n t r a l i z a t i o n has ha rd l y t ouched those la rge 
en te rp r i ses w h i c h have en joyed a monopo ly pos i t i on . W i t h the e x c e p t i o n o f 9 o f 
the subsectors , i n a l l o f t h e m t h e share o f the t h r e e l a rges t compan ies surpasses 
30 per cen t o f the gross p r o d u c t i o n va lue o f the subsector ( T a b l e 5). ( A t the same 
t i m e , the spec ia l i s t l i t e r a t u r e suggests t h a t i n a m a r k e t s t r u c t u r e w h i c h f u r t h e r s 
the d e v e l o p m e n t o f m a r k e t c o m p e t i t i o n the share o f t h e t h r e e la rges t compan ies 
should be less t h a n 30 per cen t . ) A l t o g e t h e r t w o o f the subsectors where the t h r e e 
la rgest compan ies we re d o m i n a n t in the m a r k e t have been a f f e c t e d by the d e c i -
sions on d e c e n t r a l i z a t i o n ( c o n s t r u c t i o n a l j o i ne ry and f i n e c e r a m i c s ) . A t the t i m e 
o f w r i t i n g t h e r e a re s t i l l 15 subsec tors in each o f w h i c h t h ree compan ies rep resen t 
a lmos t the t o t a l v o l u m e o f d o m e s t i c p r o d u c t i o n . 



Conclusions 

T h e r e has been a m o r e t h a n 20 per c e n t inc rease in t he number o f en te rp r i ses in 
t h e s t a t e - o w n e d i n d u s t r y w i t h i n f i v e yea rs - th is does no t suggest t h a t t he changes 
have been i n s i g n i f i c a n t . H o w e v e r , l e t us keep in m i n d t h a t t h e basis w e a re c o m -
p a r i n g th i s f i gu re w i t h is ve r y l ow ! E v e n th i s g r o w t h in t he number o f en te rp r i ses 
has no t been adequate fo r ensur ing t h a t , i n the h igh l y c e n t r a l i z e d s t r u c t u r e o f 
H u n g a r i a n indus t ry , t h e o r g a n i z a t i o n a l c o n d i t i o n s o f c o m p e t i t i o n in t he p a r t i c u l a r 
m a r k e t s w i l l in f u t u r e be cons iderab ly b e t t e r on a subsector l e v e l . 

The d i s t r i b u t i o n o f en te rp r i ses by s ize has hard ly been changed by d e c e n t r a l i z a -
t i o n ; i ts ma in e f f e c t has been t o s t r e n g t h e n the sphere o f compan ies w o r k i n g w i t h 
a b o u t 1000 emp loyees . Consequen t l y , i n t h e o r g a n i z a t i o n o f t h e s t a t e - o w n e d indus-
t r y , the o v e r - r e p r e s e n t a t i o n o f i n f l e x i b l e l a rge compan ies ( r e g i o n a l l y s c a t t e r e d in 
t h e c o u n t r y and m o s t l y en joy ing a m o n o p o l y pos i t i on in t h e i r s e c t i o n o f m a r k e t ) 
con t i nues t o be t y p i c a l . On the o the r hand , t h e g r a n t i n g o f independence t o a w ide 
range o f f a c t o r y un i t s and en te rp r i ses c a p a b l e o f o p e r a t i n g a u t o n o m o u s l y has no t 
been rea l i zed . Thus the f unc t i ons o f t he s m a l l en te rp r i ses r e q u i r e d f o r t h e e f f e c -
t i v e ope ra t i on of the economy r e m a i n u n f u l f i l l e d w i t h i n t he o r g a n i z a t i o n o f the 
s t a t e - o w n e d indus t r y . 

The series of dec is ions made on d e c e n t r a l i z a t i o n in 1980-85 b roke t h e process 
o f c e n t r a l i z a t i o n in s t a t e - o w n e d i n d u s t r y , w h i c h had las ted fo r seve ra l decades. 
D e c e n t r a l i z a t i o n has pu t an end t o a c e r t a i n pe r i od o f changes in t he o r g a n i z a t i o n a l 
s t r u c t u r e of i ndus t r y , and i t may r e p r e s e n t t he f i r s t steps t o w a r d s a b rand new 
means o f deve lop ing t h e en te rp r i se s t r u c t u r e . 

Never the less , i t seems t h a t f u r t h e r d e c e n t r a l i z a t i o n is necessary in the s t a t e -
o w n e d indus t ry . The ways o f ach iev i ng t h i s a re , howeve r , no t y e t c l e a r . The lega l 
poss ib i l i t i es o f c e n t r a l i n t e r v e n t i o n in t h e o r g a n i z a t i o n o f t he e n t e r p r i s e s a re a l -
r e a d y l i m i t e d t o d a y ; t h i s means t h a t c e n t r a l e c o n o m i c m a n a g e m e n t can on ly 
s t r e n g t h e n the d e c e n t r a l i z a t i o n process by i nd i r ec t means. The mos t reasonable 
and e f f i c i e n t so lu t ion seems t o be t o l eave the changes o f o r g a n i z a t i o n t o the i m -
p a c t s o f the m a r k e t and t o the i ndependen t decis ions o f t he compan ies . H o w e v e r , 
t h e a u t o m a t i s m s of o r g a n i z a t i o n a l d e v e l o p m e n t can on ly c o m e i n t o a c t i o n w i t h i n 
n a r r o w l i m i t s , ow ing t o t h e undeve loped s t a t e o f domes t i c m a r k e t r e l a t i o n s . 

F u r t h e r success o f t he d e c e n t r a l i z a t i o n process, w h i c h is a f u n d a m e n t a l pa r t 
o f t he comprehens ive d e v e l o p m e n t o f t h e e c o n o m i c m a n a g e m e n t sys tem, depends 
on f u r t h e r r e f o r m measures and p o l i t i c a l dec is ions. 



MORE ENTERPRISES - S T A G N A N T COMPETIT ION ( 1 9 8 0 - 1 9 8 5 ) 1 

M Á R I A M Ó R A 

The Background t o the Process of Cent ra l ly Control led 
Decent ra l i za t ion 

Since the 1968 r e f o r m , t he s t r e n g t h e n i n g o f o r g a n i z a t i o n a l c e n t r a l i z a t i o n in the 
Hungar ian e c o n o m y has c o n t i n u e d . Up u n t i l the e a r l y e i g h t i e s the number o f e n t e r -
pr ises had g radua l l y been dec reas ing . The c e n t r a l l y d i r e c t e d c a m p a i g n o f fus ions 
b e t w e e n 1961-1963 and, l a t e r on, t he c e n t r a l l y sanc t i oned m e r g e r s (wh ich a i m e d 
a t so lv ing the va r ious e c o n o m i c d i f f i c u l t i e s o f la rge en te rp r i ses ) have led t o the 
deve lopmen t o f huge compan ies o p e r a t i n g severa l m a n u f a c t u r i n g p l a n t s . C e n t r a l i z a -
t i o n has also been a c c o m p a n i e d by a dec l i ne in the number o f s m a l l and m e d i u m -
size compan ies . In e x t r e m e cases the e n t i r e p r o d u c t i o n o f a who le subsector came 
t o be p roduced by one o r g a n i z a t i o n ; th is was k n o w n as a n a t i o n a l l a rge e n t e r p r i s e . 
F r e q u e n t l y , t he a m a l g a m a t i o n s we re not f o l l o w e d by t he p rope r c o n c e n t r a t i o n o f 
c a p i t a l , nor by t h e d e v e l o p m e n t o f r a t i o n a l v e r t i c a l r e l a t i onsh ips . Thus, t he a r t i f i -
c i a l l y - c r e a t e d l a r g e en te rp r i ses w e r e unable t o u t i l i z e t h e i r t h e o r e t i c a l advan tages 
because o f t h e i r m a g n i t u d e . The i n i t i a l l y i so l a ted s t r a teg ies o f e c o n o m i c deve lop -
m e n t , w h i c h l a t e r on encou raged the e x p l o i t a t i o n o f the c o m p a r a t i v e advan tages 
inheren t in f o r e i g n t r ade w i t h o u t success, as w e l l as the compan ies ' r espons ib i l i t y 
f o r supp ly ing t h e d o m e s t i c m a r k e t , r esu l t ed in the m a i n t e n a n c e o f product struc-
tures which were too wide and were also broken down into fragments. In add i t i on , 
t h e r e was a lack o f reasonab le s p e c i a l i z a t i o n . T h e r e f o r e , i ns tead o f p r o d u c t i v e c o l -
l abo ra t i on , the var ious p lan ts we re on ly c o n n e c t e d by the s t r ong f u n c t i o n a l cen -
t r a l i z a t i o n c a r r i e d ou t by t he company c e n t r e . In o the r cases the company c e n t r e , 
in o rder t o j u s t i f y t he fus ions, t r i e d t o es tab l i sh e c o n o m i c a l l y groundless p r o d u c t i o n 
re la t i onsh ips . 

I n t e r n a t i o n a l compar i sons i n d i c a t e d t h a t i n t he Hunga r i an e c o n o m y (and, w i t h i n 
i t , i n i ndus t r y ) t he degree o f s t r u c t u r a l c e n t r a l i z a t i o n was u n p a r a l l e l e d . Espec ia l l y 
conspic ious was the l ow n u m b e r o f s m a l l and m e d i u m - s i z e en te rp r i ses , and the 
weakness o f t h e sphere o f s m a l l - s c a l e ven tu res . Thus, in t he e c o n o m i c l i t e r a t u r e o f 
the sevent ies i t was i nc reas ing l y r e c o g n i z e d t h a t the e n t e r p r i s e s t r u c t u r e w h i c h 

1 The study was written in the framework of the research project investigating the impacts of 
central decisions on decentralization. The project was supported by the Academic Research 
Fund. For the summary of results see [lj. 
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had developed in t h e m e a n t i m e a c t u a l l y hampered success fu l a d j u s t m e n t t o t he 
chang ing c o n d i t i o n s o f the d o m e s t i c and f o r e i g n m a r k e t s . I t a lso became c l e a r t h a t 
t h e g iven o r g a n i z a t i o n s t r u c t u r e d i d no t c o n f o r m w i t h t he bas ic p r i n c i p l e s o f t he 
1968 r e f o r m o f e c o n o m i c m a n a g e m e n t . Th is a i m e d a t b r i n g i n g i n t o t he f o r e g r o u n d 
t h e r e g u l a t o r y r o l e o f the m a r k e t , i n s t e a d o f c o n t r o l a c c o r d i n g t o t he i n s t r u c t i o n s 
o f t he c e n t r a l p l a n . A l t h o u g h r e s e a r c h e r s dea l ing w i t h t he ques t i on acknow ledged , 
a l m o s t unan imous ly , t h e necess i ty o f re leas ing en te rp r i ses f r o m t h e o v e r - c e n t r a l i z e d 
s t r u c t u r e , no a g r e e m e n t was a c h i e v e d w i t h r ega rd t o t he des i rab le way o f c a r r y -
i ng ou t d e c e n t r a l i z a t i o n . A d v o c a t e s o f one op in ion c l a i m e d t h a t , a long w i t h the 
u n f o l d i n g m a r k e t mechan i sms , r e - a r r a n g e m e n t o f the s t r u c t u r e had t o be l e f t t o t he 
o r g a n i c s e l f - d e v e l o p m e n t o f the o r g a n i z a t i o n s [ 2 ] . A n o t h e r s tandpo in t e m p h a s i z e d 
t h a t , ow ing t o the unequa l power r e l a t i o n s and o r g a n i z a t i o n a l monopo l i es , t h e c r e a -
t i o n o f a m o r e b a l a n c e d e n t e r p r i s e s t r u c t u r e cou ld no t be l e f t m e r e l y t o t h e r e g u -
l a t i o n o f the m a r k e t and to the o r g a n i c deve lopmen t o f the o r g a n i z a t i o n s . Thus i t 
was be l ieved t h a t a r e a l l y s i g n i f i c a n t d e c e n t r a l i z a t i o n w o u l d on l y be possib le w i t h 
t h e i n i t i a t i v e and e f f e c t i v e support o f c e n t r a l e c o n o m i c m a n a g e m e n t [ 3 ] . 

The economic p o l i c y d e c e n t r a l i z a t i o n has, f r o m the s t a r t , been c o n t r o l l e d f r o m 
above . A c c o r d i n g t o t h e Ju ly 1979 r e s o l u t i o n o f the C e n t r a l C o m m i t t e e o f t he 
HSWP, the c o n d i t i o n s o f o r g a n i z a t i o n , d e c i s i o n - m a k i n g and f i n a n c e w h i c h - i t is 
hoped - w i l l assure t h e ea r l i es t a c h i e v e m e n t o f the e c o n o m i c - p o l i t i c a l o b j e c t i v e s , 
a lso have t o be c r e a t e d in the e n t e r p r i s e sphere. In t he wake o f th is r e s o l u t i o n , 
b e t w e e n 1980-1986 the o r g a n i z a t i o n s t r u c t u r e s o f severa l l a rge en te rp r i ses have 
been d e c e n t r a l i z e d . The d e c e n t r a l i z a t i o n was based on dec is ions o f the c e n t r a l bo-
d ies o f economic m a n a g e m e n t ( m i n i s t r i e s ) . This c i r c u m s t a n c e - s u p p l e m e n t e d by 
t h e dynamic i nc rease o f sma l l - sca le v e n t u r e s - stopped the centralization process 
which had been prevalent for more than three decades, and the number of enter-
prises began to grow again. As a r e s u l t o f a ser ies o f such dec is ions 10 t r u s t s ceased 1 
t o e x i s t in t he i n d u s t r i a l sec tor a d m i n i s t e r e d by m i n i s t r i e s , 10 la rge compan ies 
w e r e broken d o w n a n d the size o f 22 l a rge en te rp r i ses w e r e reduced . These f i g u r e s 
do no t inc lude c o m p a n i e s engaged in i n d u s t r i a l serv ices . H o w e v e r , a long w i t h o the r 
a m a l g a m a t i o n s c a r r i e d ou t in the m e a n t i m e , by the end o f t h e pe r i od the number 
o f d e c e n t r a l i z e d e n t e r p r i s e s was 1 10 h igher than i t had been a t the ou tse t o f the 
r e o r g a n i z a t i o n s . 

T h e Idea of Strengthening Compet i t ion in the Decision 
o f Decent ra l i za t ion 

B e y o n d the t r a n s f o r m a t i o n o f the e n t e r p r i s e s t r u c t u r e , t he a c h i e v e m e n t o f o t h e r 
o b j e c t i v e s and the s t a r t i n g and s t e p p i n g up of severa l f a v o u r a b l e e c o n o m i c p ro -
cesses were also e x p e c t e d f r o m t h e r e o r g a n i z a t i o n s . 2 He re we have no r o o m t o 

2 According to the Guiding Principles of the Coordination Committee responsible for the prog-
ramme dealing with the modernization of the organization system of the enterprises, the 
enterprise structure has to 

support, more than was the case earlier, the improvement of competitiveness, 
- allow for flexible adjustment to domestic and foreign market conditions, 
- support the increasing success of foreign-trade activities, as well as improving dom-

estic supply widening the range of choice, 
- create favourable conditions for intensifying the interests of the individual workers 

and collectives, 
- as a result of all these, self-financing units have to be developed, which are capable 
of economic development; state subsidies should be reduced." ([4] p. 2) 
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cons ider the r e a l i t y o f a l l t he r esu l t s e x p e c t e d f r o m d e c e n t r a l i z a t i o n , nor can we 
c o m p a r e t h e i r f u l f i l m e n t . Th is paper l i m i t s i t s a t t e n t i o n t o t he ques t i on o f w h e t h e r 
or no t d e c e n t r a l i z a t i o n has b rough t a b o u t some m o d i f i c a t i o n in t he power r e l a t i o n s 
on the m a r k e t , and w h e t h e r or n o t t h e r eo rgan i za t i ons have o f f e r e d some o p p o r -
t u n i t i e s fo r r e v i t a l i z i n g c o m p e t i t i o n in t h e c o m m o d i t y m a r k e t . 

In e c o n o m i c l i t e r a t u r e and in s c i e n t i f i c pub l i c op in ion , the need t o inc rease c o m -
p e t i t i o n has been an i m p o r t a n t a r g u m e n t suppo r t i ng d e c e n t r a l i z a t i o n . A t the same 
t i m e the d e c i s i o n - m a k i n g m e c h a n i s m f o r b r i ng ing abou t t he r e o r g a n i z a t i o n s and 
the a c t u a l way o f i m p l e m e n t i n g d e c e n t r a l i z a t i o n , have l e f t f e w o p p o r t u n i t i e s f o r 
r e a l i z i n g the ideas on the d e v e l o p m e n t o f rea l c o m p e t i t i o n . The f a c t t h a t the a i m 
of s t r eng then ing d o m e s t i c c o m p e t i t i o n was no t e x p l i c i t l y f o r m u l a t e d in t he gu id i ng 
p r i nc i p l es o f the C o o r d i n a t i o n C o m m i t t e e showed in advance t h a t t he v i ews o f 
c o m p e t i t i o n had been pushed as ide. D u r i n g t he i r i m p l e m e n t a t i o n , t he dec is ions 
we re made on the basis o f i n d i v i d u a l r e v i e w s o f the compan ies conce rned and no t 
on studies o f a p a r t i c u l a r sec t i on o f t h e m a r k e t . In the course o f m a k i n g the d e c i -
sions on r e o r g a n i z i n g the compan ies , t h e power r e l a t i ons in t h e m a r k e t o f t h e i r 
p a r t i c u l a r p roduc t s have, in gene ra l , n o t been cons ide red . 3 

In the second phase o f the r e o r g a n i z a t i o n s t he s i t u a t i o n has changed s o m e w h a t : 
" t h e g o v e r n m e n t w i shed t o assign an e v e r i nc reas ing ro le t o t h e cons ide ra t i ons and 
methods o f b u i l d i n g up the m a r k e t and , w i t h i n t h a t , o f e l i m i n a t i n g monopo ly pos i -
t i ons . " ( [ 4 ] p. 121) D u r i n g t he p r e p a r a t i o n f o r t he changes o f 1985, one o f the 
w o r k i n g c o m m i t t i e s o f the g o v e r n m e n t d e a l t p rec ise ly w i t h " d e f i n i n g the tasks o f 
o r g a n i z a t i o n d e v e l o p m e n t w h i c h w i l l suppo r t t he u n f o l d i n g o f e c o n o m i c c o m p e t i -
t i o n . " ( [ 4 ] p. 128) The comprehens i ve r e v i e w s a imed a t i m p r o v i n g c o m p e t i t i v e po -
s i t ions we re f i n a l l y r e l a t e d t o 14 p r o d u c t groups and 78 i n d u s t r i a l compan ies - y e t 
t hey have no t b r o u g h t about any s i g n i f i c a n t resu l ts . (To be m o r e p rec ise , t hey r e -
su l t ed in one c o m p l e t e b r e a k d o w n and t h r e e separa t ions . ) W i t h t he passing o f t i m e 
the m a r k e t - c e n t r e d , sub -sec to ra l i n v e s t i g a t i o n s s h i f t e d i n c r e a s i n g l y t owa rds a c t i v -
i t i e s p repa r i ng f o r t he new f o r m s o f c o m p a n y m a n a g e m e n t . In the course o f the 
a c t u a l dec is ions, the genera l a r g u m e n t s se rv ing the s t r e n g t h e n i n g o f c o m p e t i t i o n 
- i f t hey ever e x i s t e d - we re d e f e a t e d a l l a long by the p o s i t i v e app roach w h i c h i n -
s is ted on the v i e w p o i n t s o f p r o d u c t i o n and ope ra t i on , and l a i d s t ress on the d i f f i -
c u l t i e s o f t r a n s i t i o n . 

F r o m the aspec t o f e l i m i n a t i n g m o n o p o l i e s , t he c r e a t i o n o f o r g a n i z a t i o n a l con -
d i t i ons fo r c o m p e t i t i o n p layed no p a r t i n m a k i n g the dec is ions, and the r e o r g a n i z a -
t i ons m o d i f i e d the power r e l a t i o n s in t he m a r k e t m e r e l y Incidentally - i . e . as a 
c o n c o m i t a n t phenomenon. The i n t e n s i t y a t w h i c h th is a d d i t i o n a l e f f e c t became p r e -
v a l e n t , depended a l m o s t e n t i r e l y on o t h e r e l e m e n t s o f t he e c o n o m i c e n v i r o n m e n t . 

In the f o l l o w i n g I a m go ing t o e x a m i n e how the r e o r g a n i z a t i o n s and o the r meas-
ures t a k e n in t h e g i ven pe r i od i n f l u e n c e d c o m p e t i t i o n in t he c o m m o d i t y m a r k e t . 
N e x t t o t h a t I sha l l r e v i e w the f e a t u r e s w h i c h c h a r a c t e r i z e d t h e m a r k e t behav iou r 
o f en te rp r i ses a f t e r t hey b e c a m e i n d e p e n d e n t , i .e . those f a c t o r s w h i c h impeded the 
e v o l v e m e n t o f c o m p e t i t i o n . 

3 On the mechanism dealing with the decisions on reorganization, the opportunities for as-
serting contrasting interests, the systems of argumentation employed, and the possibility 
of replacing one set of arguments with another, see: [A, 5, б]. 



T h e Changing Condi t ion of Compet i t ion in the Commodi ty M a r k e t 4 

1) F ree decision-making by producers and sellers (buyers) The chang ing f r a m e -
w o r k o f o r g a n i z a t i o n a n d the independence o f f a c t o r y un i t s , d i r e c t l y inc reased the 
l i b e r t y o f the a c t u a l p roduce rs in t h e i r dec is ions . This was because the s h o r t - t e r m 
and the l o n g - t e r m dec is ions we re s h i f t e d f r o m the f o r m e r c e n t r e s t o a l ower l eve l 
- n a m e l y , t o t he n e w l y independent compan ies . In t he e a r l y 1980s some o the r p r o -
v i s ions also w i d e n e d the en te rp r i ses ' j u r i s d i c t i o n o f d e c i s i o n - m a k i n g . Thus t h e l i b -
e r t y o f compan ies i n d e f i n i n g t h e i r p r o d u c t range was a lso i nc reased . In c e r t a i n 
a reas (e.g. in t h e f o o d i ndus t r y ) t he p o s s i b i l i t y o f s e l e c t i n g t r a d i n g pa r tne rs or 
m a r k e t s was i m p r o v e d by the a b o l i s h m e n t o f t he e a r l i e r l i m i t a t i o n s . The i n t r o d u c -
t i o n o f the new f o r m s o f company m a n a g e m e n t a lso w e a k e n e d the dependence o f 
en te rp r i ses on m i n i s t r i e s . 

2) Large number of producers and sellers and the distribution of their market 
share such that none of them is dominant on the market R e o r g a n i z a t i o n s have 
changed the e n t e r p r i s e s t r u c t u r e o f H u n g a r i a n i ndus t ry in a f a v o u r a b l e d i r e c t i o n 
b u t t hey have i n v o l v e d on ly a n a r r o w sphere o f en te rp r i ses ( ha rd l y 10 per cen t o f 
t h e companies e m p l o y i n g m o r e t h a n 1000 persons in the i ndus t r i es a d m i n i s t e r e d by 
m i n i s t r i e s ) . A c c o r d i n g t o measures t a k e n a t the end o f 1986, 100 new compan ies 
and 29 subsid iar ies h a d come i n t o be ing and 88 m e m b e r c o m p a n i e s o f t rus ts had 
b e c o m e independen t . 3 A l t h o u g h in some subsec tors the changes have i m p r o v e d the 
o r g a n i z a t i o n a l c o n d i t i o n s o f c o m p e t i t i o n , t hey have no t e s s e n t i a l l y m o d i f i e d the 
d i s t r i b u t i o n o f e n t e r p r i s e s by c a t e g o r i e s o f s ize . 6 O r g a n i z e d monopo l i es in gene ra l 
c o n t i n u e to e x i s t a n d t h e number o f e n t e r p r i s e s had inc reased t o a s i g n i f i c a n t e x -
t e n t on ly in six subsec to rs ( the m a c h i n e r y and e q u i p m e n t , i r o n m e t a l l u r g y , t he m e -
t a l l i c goods i n d u s t r y , c o n s t r u c t i o n a l j o i n e r y , e l e c t r i c mach ines and i n s t r u m e n t s , and 
f i n e ce ramics ) . The i nc reas ing number o f e n t e r p r i s e s has s t i l l no t mean t t he c r e a -
t i o n o f pa ra l l e l p r o d u c t s t r u c t u r e s , s ince w i t h i n the f o r m e r la rge en te rp r i ses a v e r y 
s t r i c t d iv is ion o f t h e p r o d u c t ranges p r e v a i l e d . 

In 1986, ou t o f t h e 56 m a n u f a c t u r i n g subsec tors , on ly 9 c o u l d be f ound in w h i c h 
t h e share o f t he l a r g e s t compan ies in the gross p r o d u c t i o n v a l u e d id not exceed 
30 per cen t . In h a l f t he subsectors t h e w e i g h t o f the t h r e e g r e a t e s t en te rp r i ses 
a c c o u n t e d fo r m o r e t h a n 60 per cen t and in 15 cases i t e x c e e d e d 90 per cen t o f 
gross p roduc t i on . F u r t h e r m o r e , each o f the subsec tors cons i s ted o f on ly a f e w en-
t e r p r i s e s and the d i s t r i b u t i o n o f the m a r k e t shares - desp i t e t he decreas ing con -
c e n t r a t i o n - a l l o w e d f o r t he c r e a t i o n o f c o n d i t i o n s fo r c o m p e t i t i o n in e x c e p t i o n a l 
cases on ly . A t t h e same t i m e , t he press ing r e q u i r e m e n t t o a c h i e v e e q u i l i b r i u m 
m e a n t t h a t even i m p o r t s cou ld on ly b e c o m e t e m p o r a r y means o f s t r e n g t h e n i n g 
c o m p e t i t i o n - he re a n d t h e r e - in some m a r k e t sec t ions . 

3) Unconstrained entry in the market The shor tage o f resources is a genera l 
c h a r a c t e r i s t i c o f t h e pe r i od under ana lys is . Th is shor tage n o r m a l l y impeded the 
compan ies in s t a r t i n g any new a c t i v i t i e s . H o w e v e r , in areas w h e r e d e c e n t r a l i z a t i o n 
has increased the n u m b e r o f independent p roduce rs engaged in spheres c lose to one 
a n o t h e r and hav ing s i m i l a r sk i l l s and m a n u f a c t u r i n g c u l t u r e , i t has a lso potentially 

4 I have reviewed the development of the conditions of competition on the basis of the cri-
teria given by Z. Román ([в] pp. 79-80). 

5 for the sake of comparison: In the course of the campaign of fusions the number of enter-
prises in the state-owned industry decreased by 392 from 1962 to 1963. The decrease be-
tween 1963 and 1980 was 193. (Source: [9] p. 14) Though these data do not refer merely to 
the industries administered by ministries but to the whole of state-owned industry, they 
are suitable for comparison. 
ror further details see the study of E. Bagó, also published in the present volume. 
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reduced some obstac les p r e v e n t i n g e n t r y t o the m a r k e t . The g r o w i n g number o f 
compan ies m i g h t , in t he long run , a lso c o n t r i b u t e t o t he a b o l i s h m e n t o f boundar ies 
b e t w e e n the p r o d u c t i o n p r o f i l e s . A p r o d u c e r m a n u f a c t u r i n g s i m i l a r p roduc ts should 
f i n d i t eas ier t o make up his m ind t o e n t e r a m a r k e t s e c t i o n (o f course, beside p r o -
m is i ng i ncome re l a t i ons ) - n a m e l y , eas ie r t h a n one w h i c h has no exper ience in the 
g iven a rea . Hence, t he o p p o r t u n i t y f o r p u t t i n g an end t o some monopo ly pos i t i ons 
may be an i m p o r t a n t i n d i r e c t e f f e c t o f d e c e n t r a l i z a t i o n . 

4) Developing prices by adjusting to the market relations (i.e. free-pricing) 
Though t h e sphere o f those pr ices f i x e d or l i m i t e d by t h e a u t h o r i t i e s has g radua l l y 
n a r r o w e d down, the r egu la t i ons o f p r i c i n g - i .e . f o l l o w i n g the e x p o r t p r i ces - has 
no t a l l o w e d p r i ces t o r e f l e c t the r e l a t i o n s o f supply and d e m a n d on the d o m e s t i c 
m a r k e t . Even in f i e l ds w h e r e , in p r i n c i p l e , f r ee p r i c i n g has been p r e v a l e n t , the 
compan ies cou ld assert t h e i r endeavours t o ra ise p r i ces o n l y a f t e r some lapse o f 
t i m e - and then only a f t e r e n t e r i n g i n t o l eng thy b a r g a i n i n g w i t h the superv iso ry 
a u t h o r i t i e s . ( In the g i v e n pe r i od , under t h e p r e v a i l i n g c o n d i t i o n s o f r egu la t i on , the 
en te rp r i ses have been unambiguous ly i n t e r e s t e d in i nc reas ing t he i r p r i ces - p r i c e 
r e d u c t i o n r e m a i n e d a p o s s i b i l i t y on ly in p r i n c i p l e . ) 

5) The summarized capacity of the producers and sellers actually and poten-
tially present in the market should exceed the demand The r e l a t i o n s o f demand 
and supply have not been directly i n f l u e n c e d by the chang ing o rgan i za t i ons . In f a c t , 
w i t h r e g a r d to m a r k e t e q u i l i b r i u m , t he r eo rgan i za t i ons m a y be cons idered t o be 
n e u t r a l . H o w e v e r , i t has t o be r e c o g n i z e d t h a t d e c e n t r a l i z a t i o n came t o pass a t a 
t i m e of g r e a t l y dec reas ing demand and purchas ing p o w e r . Thus, in severa l m a r k e t 
sec t ions demand and supply came t o app roach one a n o t h e r . In many spheres the 
a c c u m u l a t e d c o m m o d i t y s tocks grew beyond the needs; t h e increased number o f 
p a r t i c i p a n t s in t he m a r k e t had to ad jus t themse lves to a n a r r o w i n g (s tagnant ) de-
mand . Deeper surveys, h o w e v e r , i n d i c a t e d t h a t th is ove rsupp l y was only a r e l a t i v e 
one; n a m e l y , t he s tocks b e c a m e unsalab le because o f t he i r g i v e n q u a l i t y p a r a m e t e r s 
and p r i ces . Q u a n t i t a t i v e oversupp ly was o f t e n a c c o m p a n i e d by a s i g n i f i c a n t s ho r t -
age in a s s o r t m e n t and r a n g e o f cho ice . 

é) Assuring clear rules of the competition, applying them to everybody ensuring 
they are observed, and providing the conditions for fair competition The c e n t r a l 
w i l l t o c r e a t e the r i g h t cond i t i ons f o r c o m p e t i t i o n has been r e f l e c t e d mos t un-
e q u i v o c a l l y in the l e g i s l a t i o n c o n n e c t e d w i t h c o m p e t i t i o n . L a w IV o f 1984, on the 
p r o h i b i t i o n o f un fa i r e c o n o m i c a c t i v i t i e s , p repa red the l e g a l f r a m e w o r k f o r c o m -
p e t i t i o n . F u r t h e r m o r e , d e c r e e No. 3 7 / 1 9 8 4 o f the C o u n c i l o f M in i s te r s dea l t w i t h 
m a r k e t su rve i l l ance and p repa red , a t l eas t in p r i nc i p l e , t he i n s t i t u t i o n a l and o rgan i -
z a t i o n a l cond i t i ons fo r c o n t r o l l i n g c o m p e t i t i o n . P r a c t i c a l expe r i ence , howeve r , 
s t i l l shows some c o n t r a d i c t i o n s ; fo r e x a m p l e , the law does n o t g i ve a s a t i s f a c t o r y 
basis f o r p r e v e n t i n g the misuse o f m o n o p o l y pos i t ions : " T h e c o n t e n t and f u n c t i o n s 
o f m a r k e t su rve i l l ance a i m e d at p r o t e c t i n g c o m p e t i t i o n have no t deve loped y e t . " 
( [ 1 0 ] p. 66? 

A rough e x a m i n a t i o n o f t he c o n d i t i o n s f o r c o m p e t i t i o n shows t h a t i n the e a r l y 
e igh t i es t h e cond i t i ons f o r c o m p e t i t i o n in t he c o m m o d i t y m a r k e t , i f on ly t o a sma l l 
e x t e n t , gene ra l l y changed in a f a v o u r a b l e d i r e c t i o n - a t l eas t , t hey c e r t a i n l y d id 
no t worsen . To some e x t e n t t he measures o f d e c e n t r a l i z a t i o n have also c o n t r i b u t e d 
t o the i m p r o v e m e n t o f these cond i t i ons , e i t h e r d i r e c t l y or i n d i r e c t l y . 

7 The separation of the institutional frameworks for operative market surveillance and com-
petition surveillance might be a means for strengthening the overall surveillance of com-
petition. 
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I n ana lys ing the e f f e c t s o f r e o r g a n i z a t i o n , i t was a c e n t r a l q u e s t i o n as t o how the 
c h a n g e d cond i t ions o f c o m p e t i n g w e r e r e f l e c t e d in the e c o n o m i c managemen t and 
m a r k e t behaviour o f t h e n e w l y i ndependen t compan ies . Since in seve ra l areas de -
c e n t r a l i z a t i o n c o i n c i d e d w i t h a s i g n i f i c a n t decrease of demand , t he new e n t e r -
p r i ses o f t e n had t o respond t o m a r k e t s i t u a t i o n s w h i c h were d i f f e r e n t f r o m e a r l i e r 
ones . Wi th rega rd t o t he success o f a d j u s t m e n t , i t was a dec i s i ve f a c t t h a t 
t h e un i t s wh ich b e c a m e independent sensed d i r e c t l y the chang ing cond i t i ons . These 
c o n d i t i o n s a t t e m p t e d t o r emove t h e r o l e o f the large e n t e r p r i s e c e n t r e s w h i c h had 
p r e v i o u s l y tended t o b l u n t t he e f f e c t s o f t he e n v i r o n m e n t . The s u r v i v a l o f i n d i v i d -
ua l en terpr ises c a m e to depend on subjective elements. Thus the c r e a t i v e 
p o w e r s released in t h e w a k e of d e c e n t r a l i z a t i o n , the pressure t o p r ov e c a p a b i l i t i e s , 
a n d t h e compe l l i ng f o r c e o f g r o w i n g r espons ib i l i t y p layed dec i s i ve pa r t s in p r o v i d -
i ng new insp i ra t i on f o r en te rp r i ses . Chang ing e n t e r p r i s e b e h a v i o u r was spec tacu la r 
i n t h e spheres w h e r e t h e sub jec t i ve f a c t o r s we re (even in t hemse l ves ) s u f f i c i e n t t o 
c a l l f o r t h m o v e m e n t s in a pos i t i ve d i r e c t i o n . 

The f a c t t ha t t he connec t i ons w i t h t he m a r k e t and the s t a t e budge t became d i -
r e c t , made the a d j u s t m e n t t o the demands o f c l i e n t s and the r e q u i r e m e n t o f p r o f -
i t a b l e opera t ion m o r e i m p o r t a n t f o r t he n e w l y independent compan ies than had 
f o r m e r l y been the case . T h e r e f o r e , a f t e r t hey ga ined independence , the en te rp r i ses 
t r i e d t o m o d i f y t h e i r p r o d u c t p a t t e r n by i nc reas ing the share o f those p r o f i t a b l e 
p r o d u c t s wh ich w e r e in h igh demand on the m a r k e t . H o w e v e r , these o b j e c t i v e s 
w e r e l i m i t e d to a g r e a t e x t e n t by the e x i s t i n g p r o d u c t i o n c i r c u m s t a n c e s ( in the 
s h o r t run) and by t h e sho r tage of c a p i t a l ( in the long run) . Hence , ins tances d e m o n -
s t r a t i n g a rad ica l c h a n g e in the p r o d u c t p a t t e r n we re only s p o r a d i c a l l y found. The 
bas i c change was e x p e c t e d to occu r w h e n the separa ted un i t - whose f o r m e r task 
had been to cover t h e demand of t he m o t h e r en te rp r i se - had los t i t s o r i g i n a l m a r -
k e t by ceasing e a r l i e r p r o d u c t i o n connec t i ons . In such cases t h e i n t r o d u c t i o n o f 
n e w products w o u l d t h e n become a bas ic c o n d i t i o n o f s u r v i v a l . S ince, howeve r , in 
m o s t cases h o r i z o n t a l l y o rgan i zed en te rp r i ses were d e c e n t r a l i z e d , the a f o r e m e n -
t i o n e d posi t ion was n o t t y p i c a l . 

M o r e f r equen t l y , c o m p a n i e s changed t h e i r p roduc t s t r u c t u r e by changing the pro-
portions between their existing product groups and by modifying the rate of devel-
opment in some particular product group. When the demand and t h e i r p r o d u c t i o n 
c a p a c i t y a l lowed f o r i t , t hey inc reased the share o f those p r o d u c t s w i t h a g r e a t e r 
p r o f i t con ten t and m a r k e t a b l e f o r h i ghe r p r i ces . In some cases (e.g. i n the f o o t -
w e a r indust ry) e n t e r p r i s e s ins is ted on p roduc ing these a r t i c l e s even when in the 
m a r k e t cheaper p r o d u c t s , in the m e d i u m p r i c e c a t e g o r y , we re in demand . Deve lop -
i n g p roduc ts by p a y i n g m o r e a t t e n t i o n t o the demands o f c l i e n t s , and a more r a p i d 
response to the changes o f demand w e r e t y p i c a l in the sphere o f the new ly i nde -
penden t companies. The endeavours a i m e d a t i m p r o v i n g q u a l i t y and range o f cho i ce 
a lso grew s t ronger . R e p l a c i n g 'o ld ' p roduc t s by new ones w i t h i n t he g i ven p roduc t 
g r o u p has a c c e l e r a t e d s i g n i f i c a n t l y . A t the same t i m e , the en te rp r i ses have no t 
m a d e vo lun ta r i l y e f f o r t s t o d r a s t i c a l l y and i m m e d i a t e l y c u t t he p r o d u c t i o n o f t h e i r 
less p ro f i t ab le , or e v e n loss -mak ing p roduc t s . The e x p l a n a t i o n f o r th i s is t h a t i n 
t h e per iod in w h i c h o rgan i za t i ons w e r e be ing changed and m a r k e t s we re b e c o m i n g 
h a r d e r the en te rp r i ses w e r e a f r a i d o f the possible u n c e r t a i n t y s t e m m i n g f r o m 

8 We have studied the effects of reorganization on the operating conditions and on the mar-
ket behaviour of enterprises by carrying out case studies. Altogether 10 case studies were 
made; these furnished us with information concerning approximately 30 newly independent 
organizations. 
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c u t t i n g any l ines of p r o d u c t i o n . Ins tead, they t r i e d t o i m p r o v e the e f f i c i e n c y o f 
t he i r e c o n o m i c opera t i ons by r e s t r i c t i n g m a t e r i a l and ene rgy cos ts and reduc ing 
the p r o p o r t i o n s o f overheads. 

Since ach ievab le p r o f i t is no t e x c l u s i v e l y l i nked t o t he d o m e s t i c m a r k e t , i nde-
pendent en te rp r i ses w e r e ab le t o r each s i g n i f i c a n t i m p r o v e m e n t s o f t he i r e c o n o m i c 
resu l ts by rearranging their sales among the various markets. Chang ing the r a t i o s 
be tween t h e p roduc ts des t i ned fo r d i f f e r e n t m a r k e t s ( t o t h e c o n v e r t i b l e c u r r e n c y 
m a r k e t s , t o the soc ia l i s t m a r k e t , and t o t he domes t i c ones) can be seen as an i m -
p o r t a n t r esu l t o f r e c e n t l y ga ined independence . 

F o l l o w i n g the r e o r g a n i z a t i o n , a decline or stagnation of exports to capitalist 
markets was o f t e n e x p e r i e n c e d . Beyond the d i f f i c u l t i e s o f the changeover , th is 
h a l t can be t r a c e d back t o deeper causes. The d e c e n t r a l i z e d un i t s , ow ing to t h e i r 
looser c o n t a c t s t o the superv i so ry a u t h o r i t i e s , (and to t h e i r sma l l e r s ize), f e l t the 
pressure o f the c e n t r e , w h i c h u rged the increase o f e x p o r t s aga ins t do l l a r c u r r e n c y , 
t o a lesser degree . Hence - e s p e c i a l l y in t he beg inn ing - t he i r dec is ions were ' m u l -
t i c o l o u r e d ' and 'shaded' , r a t h e r t h a n be ing c h a r a c t e r i z e d by t he one-s ided endea-
vour o f e x p o r t i n g . 

A t the same t i m e the efforts to extend sales to rouble markets we re also t y p i -
ca l . These e f f o r t s we re no t p r i m a r i l y m o t i v a t e d by cons ide ra t i ons o f e f f e c t i v e n e s s , 
and even the ach ievab le (annua l l y chang ing) favours o f r e g u l a t i o n we re on ly second-
a ry . The en te rp r i ses t r i e d t o inc rease t h e i r roub le incomes because o f the s t a b i l i t y 
and b e t t e r p lann ing poss ib i l i t i es o f the m a r k e t s o f the soc ia l i s t coun t r i es , and be-
cause o f t he a t t r a c t i v e n e s s o f t h e l o w e r leve ls o f r e q u i r e m e n t s and so f t e r cond i -
t i ons . In o the r cases t h e new ly independen t en te rp r i ses , hav ing been pushed ou t 
f r o m o the r m a r k e t s , w e r e f o r c e d t o a t t a c h t he i r d e v e l o p m e n t t o t he m a r k e t s o f 
the C M E A coun t r i es . 

The e x p o r t m a r k e t r e a r r a n g e m e n t s r e g i s t e r e d fo r t he d e c e n t r a l i z e d un i t s have 
no t r e f l e c t e d the c e n t r a l i n t e n t . O f course , f r o m the v i e w o f t he en te rp r i ses such 
a s i t u a t i o n m i g h t be cons ide red j u s t i f i e d and reasonable . Th is bears w i tness t o the 
f a c t t h a t a r e g u l a t i o n m e c h a n i s m w h i c h cou ld produce b e t t e r ha rmony b e t w e e n the 
o b j e c t i v e s o f c e n t r a l e c o n o m i c m a n a g e m e n t and company behav iour canno t r e a l l y 
be d e t e c t e d in the H u n g a r i a n e c o n o m y . In a m o r e d e c e n t r a l i z e d en te r p r i s e s t r u c -
t u r e such mechan isms w o u l d be even m o r e necessary, s ince t h e g r o w i n g number o f 
en te rp r i ses in p r i n c i p l e reduces the poss ib i l i t i es o f i nd i v i dua l i n t e r v e n t i o n . 9 

In some cases the n e w l y i ndependen t en te rp r i ses do no t respond to the i nc reas -
ing ly s t r i n g e n t e n v i r o n m e n t a l c o n d i t i o n s by r eso r t i ng t o t he m a r k e t . Some t imes 
the successor compan ies have t r i e d t o ach ieve more f a v o u r a b l e cond i t i ons o f r e -
s t r u c t u r i n g - and also f a v o u r s w i t h r e g a r d t o regu la t i ons - by c o o r d i n a t e d , u n i f o r m 
a c t i o n t o w a r d s the superv iso ry a u t h o r i t i e s . In add i t i on , r e c e n t r a l i z i n g e f f o r t s we re 
a i m e d a t r e s t o r i n g t he power r e l a t i o n s b e t w e e n supp l ie rs and purchasers - these 
re la t i ons hav ing in the m e a n t i m e b e c o m e d isadvantageous. In the t rends o f r ecen -
t r a l i z a t i o n , i t has also been s i g n i f i c a n t t h a t , w i t h the cessa t ion o f the c e n t r a l 
f unc t i ons o f the la rge e n t e r p r i s e s in c o l l e c t i n g and a l l o c a t i n g t h e resources ( i .e . 
due to t h e lack o f a c a p i t a l m a r k e t ) , t h e independent compan ies tend to assume 
t h a t t he i r d e v e l o p m e n t ideas can on l y be r e a l i z e d by c o n c e n t r a t i n g the i r ava i l ab le 
resources . 

9 The connection between decentralization and the weakening role of central management is 
not exactly clear. According to some authors (e.g. Vince [7] ), the reorganizations served 
precisely the improvement of the position of the central economic management, as against 
the excessively powerful assertion of the large enterprises' interests. It is obvious 
namely, that in cases where there are more smaller companies, the supervisory bodies are 
less able to review the activities of individual producers to the extent that essential 
interventions can be made. 
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F i n a l l y , the e x a m i n a t i o n o f the m a r k e t behav iour o f d e c e n t r a l i z e d compan ies 
c o n f i r m e d t ha t , w i t h o u t a cons is ten t and comprehens ive r e f o r m , r e o r g a n i z a t i o n s 
t h a t invo lve on ly a r e l a t i v e l y n a r r o w sphere o f en te rp r i ses a re no t capab le o f 
b r i n g i n g about r a d i c a l changes. Thus, a l t h o u g h the en te rp r i ses w h i c h become inde-
p e n d e n t sensed more directly and intensively the e f f e c t s o f the e n v i r o n m e n t , and 
a l t h o u g h they have been seeking ways o f a c t i o n su i tab le f o r a c h i e v i n g t he i r i n t e r -
es ts w i t h g rea te r e n e r g y and a m b i t i o n , t h e i r a rsena l o f too ls and t h e i r t y p i c a l r e -
sponses have not d i f f e r e d f r o m the r e s t o f the Hungar ian e n t e r p r i s e s . Thus they 
h a v e m o d i f i e d t h e i r p r o d u c t i o n p a t t e r n s o n l y s l i gh t l y , t hey have a t t e m p t e d to i n -
c r e a s e pr ices, t hey h a v e tu rned to m a r k e t s o f l ower r e q u i r e m e n t s , and they have 
sea rched fo r p r e f e r e n c e s and /o r f avou rs o f r e g u l a t i o n . 

T h e Factors Hinder ing the Evolvement o f Compet i t ion 

T h e g r o w i n g number o f en te rp r i ses a p p e a r i n g be tween 1980-1986 has no t e n t a i l e d a 
s i g n i f i c a n t s t r e n g t h e n i n g o f c o m p e t i t i o n . The reason fo r t h i s can be found in the 
g e n e r a l economic c o n d i t i o n s a c c o m p a n y i n g d e c e n t r a l i z a t i o n . The f a c t t h a t equilib-
rium in the domestic market was approached as result of heavy restraints on de-
mand and not of increased supply is of decisive significance. The decreas ing de-
m a n d represented a c e r t a i n approach t o e q u i l i b r i u m in t e r m s o f q u a n t i t y , bu t i t d id 
n o t i m p r o v e the s t r u c t u r a l c o n f o r m i t y b e t w e e n demand and supp ly . This is because 
no a d j u s t m e n t on t h e p a r t o f the p r o d u c e r s f o l l o w e d i t . In a d i f f i c u l t and c o n s t a n t -
l y d e t e r i o r a t i n g e c o n o m i c s i t u a t i o n and in a per iod o f r e s t r i c t i v e r e g u l a t i o n and 
s t r o n g c o n c e n t r a t i o n o f resources, t h e companies ( independent o f t he i r s ize) have 
possessed no such means which could enable them to r e a c t to the adverse changes 
of market relations. I t was useless fo r t h e en te rp r i ses s t r u g g l i n g w i t h se l l i ng d i f f i -
c u l t i e s t o recogn ize t he areas in w h i c h t h e y cou ld e x t e n d t h e i r sales i f t hey cou ld 
n o t c a r r y out the necessary changes. The shortage of resources that should be free-
ly obtainable is the most important hindrance to the enterprises' adjustment to 
the market; the l i b e r t y o f d e c i s i o n - m a k i n g fo r the p a r t i c i p a n t s in t he m a r k e t is a l -
so rendered i l l uso ry because of the s h o r t a g e . I t was in va in t h a t d e c e n t r a l i z a t i o n 
i nc reased the n u m b e r o f o r g a n i z a t i o n t h a t cou ld make independen t , f r e e decis ions 
i f , o w i n g to the r e g u l a t i o n s g row ing e v e r more s t r i n g e n t , the a rea where they 
c o u l d make rea l dec is ions was con t i nuous l y n a r r o w i n g . The given technological lev-
el and available capacities imposed limitations on short-term adjustment to the 
market with respect to structure and quality. The shortage of resources indicated 
t h a t the ex i s t i ng t e c h n o l o g i c a l processes o f p r o d u c t i o n w o u l d be conserved f o r the 
f o reseeab le f u t u r e and made it impossible to build up parallel capacities needed for 
adjustment to the market and/or for aiding the development of competition. 

The cons t ra in ts on ad jus tmen t t o t he i nc reas ing ly s t r i c t c o n d i t i o n s o f the do-
m e s t i c m a r k e t have been a l l e v i a t e d s l i g h t l y by the f a c t t h a t e n t e r p r i s e s have been 
ab le t o increase t h e i r e x p o r t s to t he s o c i a l i s t coun t r i es . En te r p r i s es have also been 
h e l p e d by the f a c t t h a t t he superv isory o rgans g ran ted r e g u l a t i o n f avou rs t o those 
ab le t o increase t h e i r expor t s aga ins t d o l l a r c u r r enc y regard less o f e c o n o m i c e f -
f i c i e n c y . 

The o r g a n i z a t i o n a l cond i t i ons o f c o m p e t i t i o n have changed f a v o u r a b l y in a pe -
r i o d when the central economic m a n a g e m e n t (by p r o m p t i n g e x p o r t s , by s t r i c t l y r e -
s t r i c t i n g i m p o r t s and by c o l l e c t i n g an e v e r g r o w i n g share o f e n t e r p r i s e incomes) 
has pursued a c t i v i t i e s wh ich - i f not in their intents, but certainly with regard to 
their results - have tended to curb competition. 

The fa i l u re t o c o n d u c t a cons is ten t r e f o r m process has f u r t h e r d e t e r i o r a t e d the 
chances o f g e n e r a t i n g c o m p e t i t i o n . The g e n e r a l shor tage o f resources has been ag-
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g r o v a t e d by the lack of a suitably operating capital market. W i t h o u t t he m e c h a n -
isms of a c a p i t a l m a r k e t , even the d e v e l o p m e n t p ro jec t s w h i c h m i g h t have ach ieved 
a f a s t e r t h a n average r e t u r n and w h i c h p r o m i s e d g r e a t e r y i e l ds have not been i m -
p l e m e n t e d and no poss ib i l i t y has been g i v e n t o b r i dg ing ove r t r a n s i t o r y e c o n o m i c 
t r o u b l e s by e m p l o y i n g t h e means o f the m a r k e t . The lack o f a l t e r n a t i v e o p p o r t u n i -
t i es f o r i n v e s t m e n t leads t o t he i m m e d i a t e , ex tens i ve spend ing o f those m o n e t a r y 
means l e f t w i t h the e n t e r p r i s e s - w i t h no cons ide ra t i on be ing g i v e n to e f f i c i e n c y . 
The f a c t t h a t e v e n the resources l e f t w i t h the en te rp r i ses have no t been ab le t o 
m o v e t owa rds the p r o m i s i n g areas has been a f u r t h e r s u b s t a n t i a l obs tac le t o c o m -
p e t i t i o n . 

A l so , due t o the i n s u f f i c i e n c y o f the r e f o r m , the e l i m i n a t i o n o f the c o n t r a d i c -
t i o n s in measu r ing p e r f o r m a n c e has not been c a r r i e d ou t p a r a l l e l w i t h d e c e n t r a l i z a -
t i o n . F u r t h e r m o r e , no o b j e c t i v e y a r d s t i c k has been found w h i c h cou ld be su i t ab le 
f o r unequ i voca l l y j udg ing the e f f e c t i v e n e s s o f c e r t a i n o r g a n i z a t i o n s or a c t i v i t i e s . 
On the o the r hand, the uncertainty of evaluation, from the outset, delimits the e -
volvemerit of a desirable selection, because i t p romp ts t he supe rv i so ry organs t o 
e q u a l i z e the d i f f e r e n c e s b e t w e e n en te rp r i ses . In the course o f r e o r g a n i z a t i o n , the 
compan ies engaged in s i m i l a r areas have f o u n d themse lves in v e r y d i f f e r e n t pos i -
t i o n s . This has no t been due t o d i f f e r e n c e s o f p e r f o r m a n c e b u t because o f e a r l i e r 
r eg r oup ing o f the assets and the f i n a n c i a l a r r angemen ts w h i c h a c c o m p a n i e d decen-
t r a l i z a t i o n . In t he f u t u r e t h i s may lead t o subsequent c o r r e c t i o n s and t o i n t e r v e n -
t i o n s in the m a r k e t processes. T h e r e f o r e , inequality of starting conditions cou ld , in 
i t s e l f , e v e n t u a l l y be a f a c t o r h e m p e r i n g m a r k e t c o m p e t i t i o n in t he l ong - run . 

The r e o r g a n i z e d en te rp r i ses have been s t r u g g l i n g w i t h d i f f i c u l t i e s w h i c h a re gen-
e r a l l y c h a r a c t e r i s t i c o f the Hunga r i an e c o n o m y , i .e . d i f f i c u l t i e s o f purchas ing i m -
p o r t e d m a t e r i a l s and d i f f i c u l t i e s in o b t a i n i n g some basic p a c k a g i n g m a t e r i a l s . The i r 
s i t u a t i o n has been spec ia l on l y t o the e x t e n t t h a t the reduction of their size i n the 
w a k e o f d e c e n t r a l i z a t i o n has enhanced their dependence on their suppliers ( c l i en ts ) . 
Th is is because o f the m o d i f i e d power r e l a t i o n s be tween the o r g a n i z a t i o n s . 

Our p resent survey has a lso c o n f i r m e d t h a t imba lances in t h e m a r k e t a re no t i n -
dependent f r o m the a c t i v i t i e s of t r ade . The i n t e r m e d i a t e r o l e o f t r ade has ve r y 
o f t e n led to a r e d u c t i o n o f t he a d j u s t m e n t o f the p roducers t o m a r k e t demand . 
The m a r k e t i n g n e t w o r k w h i c h does no t c o n f o r m to the c h a r a c t e r i s t i c s o f the p r o d -
uc t s and the c o n s e r v a t i v e o r d e r i n g po l i cy o f the t r ad ing c o m p a n i e s have c o n t r i b u t -
ed equa l l y t o t h e deepen ing d e f i c i e n c i e s o f a rea and s t r u c t u r e . The analys is o f the 
( o f t e n m o n o p o l i s t i c ) pu rchas ing and se l l i ng re la t i onsh ips i n d i c a t e d t h a t the p o t e n -
t i a l e f f e c t o f t h e r e o r g a n i z a t i o n (wh ich was in tended to i n s t i g a t e c o m p e t i t i o n ) has 
a lso been weakened by the f a c t t h a t d e c e n t r a l i z a t i o n has a f f e c t e d on ly some p a r -
t i c u l a r en te rp r i ses , and not a l l the o r g a n i z a t i o n s engaged in t h e p r o d u c t i o n and 
d i s t r i b u t i o n o f the g i v e n range o f p roduc t s . 

F u r t h e r m o r e , a d j u s t m e n t t o t he m a r k e t has also been made d i f f i c u l t by the lack 
o f labour (bo th in t e r m s o f q u a l i t y and numbers ) , by the v e r t i c a l d i v i s i on o f l abour , 
by t h e i n s u f f i c i e n t c o o p e r a t i o n r e l a t i o n s and by inadequate d i s c i p l i n e w i t h r ega rd 
t o observ ing t h e ag reemen ts l a i d down in c o n t r a c t s . 

Our surveys, as w e l l as our expe r iences , v e r i f i e d t h a t s ince t h e r eo rgan i za t i ons 
t h e r e has been no i n tens i ve c o m p e t i t i o n b e t w e e n Hungar ian i n d u s t r i a l en te rp r i ses , 
and no rea l d i f f e r e n t i a t i o n o f t he p a r t i c i p a n t s in the m a r k e t . The f a c t o r s h i nde r i ng 
c o m p e t i t i o n have p roved t o be s t ronger t h a n the e f f e c t s s t e m m i n g f r o m the f a -
vou rab le changes o f the c o m p e t i t i v e cond i t i ons (and, w i t h i n these changes, f r o m 
the inc reased n u m b e r o f en te rp r i ses ) . W i t h r e g a r d t o the speed and i n t ens i t y o f the 
responses g i v e n t o t he impu lses c o m i n g f r o m the m a r k e t , some changes can be ob-
se rved in the m a r k e t behav iour o f the e n t e r p r i s e s . Such changes, h o w e v e r , can on ly 
be d e t e c t e d in those e l e m e n t s o f e n t e r p r i s e behav iour w h i c h a re easy t o b r i n g 
a b o u t , i .e . in a reas whe re t h e r e is a des i re t o d e m o n s t r a t e t h e s t r e n g t h re leased 
by b e c o m i n g i ndependen t ; in such cases the w i l l t o a c t is i n i t s e l f enough t o i n i -
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t i a t e m o v e m e n t . H o w e v e r , i t is t o be f e a r e d t h a t w i t h the pass ing o f t i m e - w i t h 
e c o n o m i c e n v i r o n m e n t , t he s tandards o f behav iour p reva len t i n t he economy and 
t h e unchanged c h a r a c t e r o f the r e m a i n i n g regu la t i ons - t he s u b j e c t i v e advan tages 
o f the newly i n d e p e n d e n t en te rp r i ses w i l l i nc reas ing l y lose t h e i r e f f e c t i v e n e s s . I t 
is a lso t o be f e a r e d t h a t the v e r y l i m i t e d i m p a c t s o f r e o r g a n i z a t i o n on the e n t e r -
p r i ses ' m a r k e t b e h a v i o u r may e v e n t u a l l y c o m e t o no th ing . 

The r e o r g a n i z a t i o n s o f the e i g h t i e s have f a i l e d t o b r i ng a b o u t t he o r g a n i z a t i o n a l 
f r a m e w o r k necessary f o r i m p l e m e n t i n g a cons i s ten t r e f o r m . The ques t i on o f o r g a n i -
z a t i o n has r e m a i n e d unsolved. Consequen t l y , t he c e n t r a l e c o n o m i c m a n a g e m e n t 
w h i c h dec la red t h e r e f o r m w i l l soon have t o f a c e the f a c t t h a t i t seems necessary 
t o t r a n s f o r m the e n t e r p r i s e s t r u c t u r e f r o m the c e n t r e ; thus i t m u s t t ake a d e f i n i t e 
a n d unambiguous s t a n d i f i t deems i t necessary t o r e a r r a n g e the s t r u c t u r e t o a 
g r e a t e r degree. I f e c o n o m i c m a n a g e m e n t once aga in ca r r i es ou t i n t e r v e n t i o n in e n -
t e r p r i s e o r g a n i z a t i o n , t hen , in determining the framework for the enterprises, the 
creation of the organizational conditions for competition must be given special at-
tention. A t t he same t i m e , the expe r i ences o f d e c e n t r a l i z a t i o n b e t w e e n 1980-1985 
w a r n us t ha t i t is o n l y w o r t h w h i l e u n d e r t a k i n g the c o n f l i c t s w h i c h are necessar i l y 
sharpened by the changes o f o r g a n i z a t i o n , i f o t he r measures t a k e n by the g o v e r n -
m e n t do not oppose t h e des i red f a v o u r a b l e e f f e c t s . 
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THE C H A N G I N G ROLE OF CO-OPERATIVES 
IN H U N G A R I A N I N D U S T R Y 

K R I S Z T I N A P E N Y I G E Y 

In Hunga r i an i n d u s t r y , f o r a long t i m e c o - o p e r a t i v e s 1 w e r e a s u b s t i t u t e fo r s m a l l 
f i r m s . This c o n t r i b u t e d t o the r ise o f t h e i r i m p o r t a n c e , a l t h o u g h t h e i r share w i t h i n 
p r o d u c t i o n and e m p l o y m e n t r e m a i n e d - in i n t e r n a t i o n a l compar i son - r e l a t i v e l y 
s m a l l . 

Changes in the Organizat iona l Structure of Industr ial Co-Opera t ives 

U n t i l the beg inn ing o f the e igh t i es , changes in the s t r u c t u r e o f the i ndus t r i a l c o -
o p e r a t i v e sec to r w e r e l a rge l y b iased: in the sma l le r s ize c a t e g o r i e s no new c o -
o p e r a t i v e s w e r e f ounded ; in f a c t , t he oppos i te happened: t h e i r number and share 
g radua l l y dec reased in t he course o f t he c e n t r a l i z a t i o n and m e r g e r campa ign t h a t 
f o l l o w e d the h a l t i n g o f the 1968 r e f o r m (see Table 1). 

As a resu l t o f the p o l i c y change o f the ea r l y e i g h t i e s t he lega l f r a m e w o r k c o v -
e r i n g sma l l - sca le v e n t u r e s was subs tan t i a l l y en la rged , and th is r e s u l t e d in a r a d i c a l 
t u r n a r o u n d a m o n g i n d u s t r i a l c o - o p e r a t i v e s t o o . By es tab l i sh ing a new o r g a n i z a t i o n a l 
f o r m , the s m a l l c o - o p e r a t i v e , 2 the number o f i n d u s t r i a l c o - o p e r a t i v e s w i t h less 
t h a n 100 m e m b e r s was inc reased r a p i d l y . The i r share in the t o t a l number o f c o -
o p e r a t i v e s rose t o 52.3 per cen t in 1986 and, in t he same y e a r , t hey rep resen ted 
14 per cen t o f the t o t a l m e m b e r s h i p o f such c o - o p e r a t i v e s . H o w e v e r , th is spec-

1 Up until the eighties, beside industrial co-operatives the small firm sector was consti-
tuted by restricted private small-scale enterprises and by industrial plants established 
by agricultural co-operatives. The industrial plants of agricultural co-operatives were 
based on existing production capacities and workforces, as well as market niches left un-
accounted for by large-scale state industry with their revenue. They contributed signifi-
cantly to covering the losses of agricultural production. However, in many cases income re-
distribution by the mother institution has hindered the development of these small indus-
trial plants. Therefore, they have only limited possibilities for accumulation, technical 
development and growth. 

2 Small co-operativea are economic units based on the personal and capital contributions of 
members. They belong to the co-operative property form and function as self-governing legal 
entities. Their membership ranges from 15 to 100 persons. They may employ, besides mem-
bers, a certain number of employees. They are interested in gross income. 
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t a c u l a r d e v e l o p m e n t o n l y r e s t i t u t e d p r o p o r t i o n s c h a r a c t e r i s t i c f o r t he e a r l y seven-
t i es (see Table 1). 

The re we re t w o sources o f th is i n c r e a s e in the number o f i n d u s t r i a l s m a l l c o -
o p e r a t i v e ( t he i r n u m b e r a t t a i n e d 778 i n t h e t h i r d q u a r t e r o f 1987). F o r one th ing , 
a n u m b e r o f t r a d i t i o n a l sma l l - sca le i n d u s t r i a l c o - o p e r a t i v e s ' dec ided t o t r a n s f o r m 
t h e m s e l v e s i n t o s m a l l c o - o p e r a t i v e s . The i nducemen t was s t rong , because the 
gross i n c o m e r e g u l a t i o n s app l y i ng t o t h e s m a l l c o - o p e r a t i v e g u a r a n t e e d m u c h more 
a u t o n o m y t h a n the d e t a i l e d r e g u l a t o r y s y s t e m and m u l t i - c h a n n e l i n c o m e c e n t r a l i z a -
t i o n e m p l o y e d w i t h respec t t o t r a d i t i o n a l i n d u s t r i a l c o - o p e r a t i v e (as w i t h any s ta te 
f i r m ) . The g r o w t h o f t he i m p o r t a n c e o f t h e sma l l c o - o p e r a t i v e f o r m - a tendency 
w h i c h con t i nues t o d a y - had ano the r cause t o o - n a m e l y , t h a t s m a l l ven tu res 
w h i c h had no lega l e n t i t y we re b u r d e n e d by p r o h i b i t i v e t axes . 4 As a r e s u l t , many 

Table 1 

The number and membership distr ibution o f industrial 
co-operat ives according t o size categories 

Y e a r -50 5 1 - 1 0 0 101-300 301 -500 501-
T o t a l 

m a n u a l wo rke rs e m p l o y e d 

1971 number 137 252 352 67 3 833 
share o f e m -

p loyees (%) 3.2 15.0 47.0 19.5 15.3 100.0 

1980 number 15 79 370 125 72 661 
share o f e m -
p loyees (%) 0.3 3.2 36.3 25.3 34.9 100.0 

1986 number 336 213 375 101 52 1107 
share o f e m -
p loyees (%) 4 .5 9.6 39.8 22.4 23.7 100.0 

Source: S t a t i s t i c a l Yea rbooks , C e n t r a l S t a t i s t i c a l O f f i c e o f H u n g a r y . 

business w o r k pa r t ne rsh ips chose, and s t i l l choose, the sma l l c o - o p e r a t i v e f o r m . 
Th is process o f m o v e m e n t t owa rds m o r e advantageous o r g a n i z a t i o n a l f o r m s ca l ls 
our a t t e n t i o n t o t h e absurd s i t u a t i o n t h a t , w i t h the s ta tus and o p p o r t u n i t i e s o f the 
d i f f e r e n t o r g a n i z a t i o n a l f o r m s be ing d i f f e r e n t , the c o m p e t i t i o n on the m a r k e t is in 
f a c t t h e c o m p e t i t i o n o f d i f f e r e n t o r g a n i z a t i o n a l f o r m s and no t t he r e a l p e r f o r m -
ance o f i n d i v i d u a l o r g a n i z a t i o n s . The n u m b e r o f sma l l c o - o p e r a t i v e s is also en-
l a r g e d by sma l l p r i v a t e ven tu res w h i c h have no o ther i n s t i t u t i o n a l f o r m s t o choose 
f r o m shou ld they g r o w beyond a c e r t a i n s i ze . H o w e v e r , r e a l i n s t i t u t i o n a l - l e g a l a l -
t e r n a t i v e s b e t t e r a d a p t e d to the a c t i v i t y o f sma l l f i r m s may be i n t r o d u c e d by the 
new p a r t n e r s h i p l a w , w h i c h a t the t i m e o f w r i t i n g is in i ts d r a f t i n g s tage . 

3 Among large-scale traditional industrial co-operatives, it sometimes happens that they re-
duce their membership to 100 or give autonomy to their smaller units in order to be able 
to convert themselves into small co-operatives. 

4 In 1985 a 10 per cent and in 1986 a 20 per cent special tax was levied on those state and 
co-operative firms which put out some work to small ventures not having a legal entity 
(enterprise business work partnerships /VGMKs/, business work partnerships /GMKs/, spe-
cialized groups). 
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In the i n d u s t r i a l c o - o p e r a t i v e sec to r , the c e n t r a l i z a t i o n o f the o r g a n i z a t i o n a l 
s t r u c t u r e c o u l d be h a l t e d w i t h o u t a d e c e n t r a l i z a t i o n c a m p a i g n i n i t i a t e d f r o m 
above-1 s imp ly by i n t r o d u c i n g a new o r g a n i z a t i o n a l f o r m , w h i c h w o u l d g u a r a n t e e 
m o r e a u t o n o m y . Th is f a v o u r a b l e change c o u l d come about w i t h o u t recourse t o g o v -
e r n m e n t he lp , or a d d i t i o n a l f i n a n c i a l ass is tance. In say ing th i s , we do no t deny 
t h a t t he a c t i v i t y o f r e c e n t l y es tab l i shed s m a l l c o - o p e r a t i v e s w o u l d be m o r e p r o -
gress ive in s t r u c t u r e , i f t he c a p i t a l - i n t e n s i v e , e x p o r t - o r i e n t e d , i n n o v a t i v e o r g a n i z a -
t i o n s we re ass is ted by n o r m a t i v e a l l owances and c r e d i t . 

Genera l Problems in the Co -Opera t i ve Sector in Industry 

I n d u s t r i a l c o - o p e r a t i v e s w e r e in an u n f a v o u r a b l e pos i t i on aga ins t l a rger p roduce rs 
in t he areas o f m a t e r i a l and i m p o r t p r o c u r e m e n t , f inances , o u t p u t r e a l i z a t i o n and 
m a r k e t i n f o r m a t i o n . Th is is due t o t h e i r sma l l e r s ize and, p a r t l y t o the i r p r o p e r t y 
f o r m . Such d isadvan tages as a re d i sce rnab le in t he sma l l f i r m sec to rs o f deve loped 
i n d u s t r i a l c o u n t r i e s a re , i n t he Hungar ian case, m u c h more p ronounced . Th is is be-
cause o f the d e f i c i e n c i e s o f the o r g a n i z a t i o n a l s t r u c t u r e , t he demand ove rhang and 
t h e lack o f i n s t i t u t i o n a l means and so lu t ions w h i c h wou ld d i m i n i s h the c o m p e t i t i v e 
d i sadvan tage o f s m a l l f i r m s by i m p r o v i n g t h e i r ba rga in ing pos i t i on . As a r e s u l t , 
t hey canno t f u l l y u t i l i z e t he i r c a p a c i t y f o r m a r k e t expans ion and the spec ia l ad-
van tages t hey have due t o t h e i r sma l l s ize . The number o f i n d u s t r i a l c o - o p e r a t i v e s 
t h a t c o n t r i b u t e t o t he i m p r o v e m e n t o f t he f o r e i g n t r ade ba lance is sma l l . T o as-
c e r t a i n t he ro le o f s m a l l - and m e d i u m - s i z e d i ndus t r i a l f i r m s in e x p o r t t r a d e I ana-
l ysed the 1985 e x p o r t p e r f o r m a n c e o f 854 i n d u s t r i a l c o - o p e r a t i v e s w i t h w o r k f o r c e s 
o f under 500. 81.1 per c e n t o f t he i n d u s t r i a l c o - o p e r a t i v e s w i t h w o r k f o r c e s o f un-
der 500 do not export at all. W i t h ano the r 8 per cen t the e x p o r t share is v e r y low 
and does not a t t a i n 5 per cen t o f ne t revenue . With non-rouble exports, a 
p o l i c y p r i o r i t y in Hunga ry , the picture is even less satisfactory: 84 per cent of in-
dustrial co-operatives w i t h w o r k f o r c e s o f under 500 have no convertible exports at 
all; w i t h 10 per cen t the share o f non - roub le e x p o r t s w i t h i n t o t a l revenue is less 
t h a n 5 per c e n t . On ly 7 ou t o f the 854 i n d u s t r i a l c o - o p e r a t i v e s ana lysed had a non-
roub le e x p o r t share above 33 per c e n t . 

In c o n t r a s t w i t h i n t e r n a t i o n a l tendenc ies t h e division of labour b e t w e e n indus-
t r i a l c o - o p e r a t i v e s o f t he sma l l v e n t u r e sec to r and la rge -sca le i ndus t ry is w e a k : in 
1987 on ly 28 per c e n t o f t he t o t a l o u t p u t o f i ndus t r i a l c o - o p e r a t i v e s was d i r e c t e d 
t o w a r d s i n d u s t r y . H o w e v e r , the e s t a b l i s h m e n t o f sma l l c o - o p e r a t i v e s has r e s u l t e d 
in a pos i t i ve change in t h i s area because 48 per cen t o f the o u t p u t o f these o r g a n -
i z a t i o n s requ i res f u r t h e r p rocess ing . On the d o m e s t i c m a r k e t , sma l l and la rge f i r m s 
do no t c o m p e t e in g e n e r a l - in f a c t , t hey t e n d to c o - o p e r a t e . In those p a r t i a l m a r -
ke t s w h e r e c o m p e t i t i o n has a ro le , the d i f f e r e n t t ypes o f s m a l l v e n t u r e (en te rp r i se 
business w o r k pa r t ne r sh i p , business work pa r t ne r sh i p , sma l l c o - o p e r a t i v e s , spec ia l -
i z e d groups e t c . ) c o m p e t e fo r secure, l a rge v o l u m e s ta te e n t e r p r i s e o rders . 

A t t he m o m e n t , m a n y a d m i n i s t r a t i v e r egu la t i ons h inder t he spontaneous growth 
of v i ab l e sma l l businesses. R e l u c t a n c e t o i nves t , a c h a r a c t e r i s t i c o f p r i v a t e s m a l l 
c o - o p e r a t i v e s , r e f l e c t s u n c e r t a i n t i e s c o n c e r n i n g the p o l i t i c a l s i t u a t i o n and e c o n o m i c 
p o l i c y , t h e lack o f l o n g - t e r m lega l gua ran tees , cons tan t l y chang ing r e g u l a t o r s , and 
the i n s t a b i l i t y o f the e c o n o m i c e n v i r o n m e n t due t o ever m o r e e x a c t i n g t a x a t i o n . 
Under such c i r c u m s t a n c e s s m a l l c o - o p e r a t i v e s are not i n t e r e s t e d in i nc reas ing t h e i r 

5 Centrally-decided decentralization of state industry is dealt with in papers by E. Bagó 
and M. Móra. 
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c a p i t a l , and thus t h e y f o l l o w s h o r t - t e r m o b j e c t i v e s ins tead . In the absence o f g u a r -
an tees , business v e n t u r e s are p e r c e i v e d by the s m a l l businesses, as s h o r t - t e r m a c -
t i v i t i e s . Only a s m a l l g roup o f i n d u s t r i a l c o - o p e r a t i v e s has the advanced t e c h n i c a l 
k n o w l e d g e necessary f o r h igh l eve l i n n o v a t i o n . 

F r o m Tradit ional Co-Opera t ives to Smal l Co-Opera t ives 

As a resu l t o f t he o r g a n i z a t i o n a l and r e g u l a t o r y changes o f the las t t w o decades, 
and r e a r r a n g e m e n t s in the b reakdown o f c o - o p e r a t i v e s a c c o r d i n g t o p r o p e r t y f o r m s , 
t h e i ndus t r i a l o r g a n i z a t i o n s , w h i c h are t o d a y c a l l e d c o - o p e r a t i v e s do no t c o n s t i t u t e 
a homogeneous g r o u p . A t one end o f the s p e c t r u m we f i n d c o - o p e r a t i v e s w h i c h r e -
semb le s ta te f i r m s and on the o the r we f i n d s m a l l c o - o p e r a t i v e s ve ry m u c h l i ke 
p r i v a t e sma l l - sca le o rgan i za t i ons . Our analys is r evea led t h ree basic types a m o n g 
i n d u s t r i a l c o - o p e r a t i v e s ; these d i f f e r cons ide rab l y a m o n g themse l ves a c c o r d i n g t o 
t h e behav iour o f f i r m s towards i ncen t i ves , and the m o t i v a t i o n and a t t i t u d e o f the 
m e m b e r s h i p . Thus we can i d e n t i f y : 1. t r a d i t o n a l i n d u s t r i a l c o - o p e r a t i v e s ; 2. s m a l l 
c o - o p e r a t i v e s t r a n s f o r m e d or sp l i t f r o m t r a d i t i o n a l i n d u s t r i a l c o - o p e r a t i v e s ; 3. 
s m a l l c o - o p e r a t i v e s n e w l y es tab l i shed by p r i v a t e i n i t i a t i v e or c r e a t e d ou t o f a p r i -
v a t e ven tu re . 

In 1987, 450 i n d u s t r i a l c o - o p e r a t i v e s - one t h i r d o f the t o t a l - we re run a c c o r d -
ing t o the t r a d i t i o n a l p r a c t i c e s . As a resu l t o f p o l i c y steps d i r e c t e d aga inst t h e i r 
c o - o p e r a t i v e c h a r a c t e r , and also as a r esu l t o f the o rgan ic d e v e l o p m e n t w h i c h had 
o c c u r r e d th rough the decades, traditional co-operatives have c o m e closer t o s t a te 
f i r m s . T h e r e f o r e t h e i r c o - o p e r a t i v e t r a i t s , and the spec ia l f a v o u r s a r i s i ng f r o m 
t h e m , have g r a d u a l l y been w o r n a w a y . Th ree decades ago, in l i ne w i t h the log ic o f 
t h e t h e n p r e v a i l i n g r e g u l a t i o n , a cons ide rab le number o f p r o p r i e t a r y d e c i s i o n - m a k -
ing r i g h t s and o p p o r t u n i t i e s we re t r a n s f e r r e d t o h igher leve ls . E x t e r n a l r e g u l a t o r y 
bod ies , ra ised h i e r a r c h i c a l l y over i n d u s t r i a l c o - o p e r a t i v e s , exe rc i sed p r o p e r t y r i g h t s 
conce rn i ng the shap ing o f the a c t i v i t y and o r g a n i z a t i o n o f c o - o p e r a t i v e s , the e l e c -
t i o n o f the i r managers , i n v e s t m e n t , i n come d i s t r i b u t i o n e t c . In th i s pe r iod i n d u s t r i a l 
c o - o p e r a t i v e s b e c a m e s i m i l a r , as regards t h e i r f r e e d o m of dec is ion and o p e r a t i o n a l 
e n v i r o n m e n t , t o s t a t e f i r m s c o n t r o l l e d t h rough c o m p u l s o r y c o m m a n d s . A l t h o u g h the 
c o - o p e r a t i v e r e f o r m concep t o f the l a t e s i x t i es env isaged g r e a t e r f i r m - l e v e l a u t o n -
o m y , in f a c t g i v i n g back p r o p e r t y r i gh t s t o i n d i v i d u a l o rgan i za t i ons , r e s t r a i n i n g the 
o f f i c i a l ro le of p rev i ous r e g u l a t o r y bodies and the h a l t i n g o f the r e f o r m made c o m -
p l e t e r e a l i z a t i o n o f these ideas imposs ib le . In l ine w i t h changes in the economy a t 
l a rge , the i n t e r f e r e n c e o f h igher r e g u l a t o r y bodies was also r e d u c e d in t he c o - o p e r -
a t i v e sec to r . Y e t , a l t h o u g h p lan d i r e c t i v e s w e r e abo l ished, t h e s t r ong dependence 
o f co -ope ra t i ves on c e n t r a l and l oca l g o v e r n m e n t bodies r e m a i n e d . The c o n d i t i o n s 
necessary for t he au tonomous o p e r a t i o n o f t he t r a d i t i o n a l i n d u s t r i a l c o - o p e r a t i v e s 
w e r e miss ing in t h e same way as t hey w e r e in t he g o v e r n m e n t sec to r . The sphere 
o f au tonomy was reduced by a s t r i c t , m u l t i c h a n n e l sys tem o f i n come c e n t r a l i z a -
t i o n . This o p e r a t e d in t he c o - o p e r a t i v e sec to r v e r y m u c h l i ke in s t a t e i ndus t r y . Be -
side heavy p r o f i t c e n t r a l i z a t i o n , t he o u t f l o w o f persona l i ncomes was cons t r a i ned 
by a d i s t i n c t wage r e g u l a t i o n sys tem. 

P a r t l y as a r e s u l t o f mergers i n s t i g a t e d by ou ts ide bodies, and p a r t l y as a r esu l t 
o f o rgan ic d e v e l o p m e n t , the d i v i s i on o f labour in t r a d i t i o n a l i n d u s t r i a l c o - o p e r a t i v e s 
b e c a m e more c o m p l i c a t e d , and t h e i r ins ide o r g a n i z a t i o n b e c a m e m o r e d e p a r t m e n t -
a l i z e d and more h i e r a r c h i c a l . I n t r a - f i r m r e l a t i o n s became less r e l e v a n t f o r c o - o p e r -
a t i v e members , and the re la t i onsh ip b e t w e e n p e r f o r m a n c e and i ncome less d i r e c t . 
M e m b e r s had f e w e r o p p o r t u n i t i e s f o r p a r t i c i p a t i n g in a genu ine way in the m a n -
a g e m e n t of the c o - o p e r a t i v e ' s c a p i t a l and in the m a k i n g o f e c o n o m i c dec is ions . 
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This had an i m p o r t a n t e f f e c t on c o - o p e r a t i v e s e l f - g o v e r n m e n t wh ich cou ld n o t 
- above a c e r t a i n f i r m s i ze - f u n c t i o n in t h e o l d w a y . The f e w p r o p r i e t a r y d e c i -
sions w h i c h r e m a i n e d w i t h the c o - o p e r a t i v e m o v e d out o f the hands o f the m e m b e r -
ship and became t h e p r e r o g a t i v e o f a separa te m a n a g e r i a l g roup . As for t h e i r i n -
t r a - f i r m re l a t i ons , i n d u s t r i a l co -ope ra t i ves became v e r y m u c h l i ke h i e r a r c h i c a l 
s t a t e f i r m s , managed by a p p o i n t e d o f f i c e r s . 

In the course o f t h e i r seve ra l decades- long f u n c t i o n i n g , cons iderab le w e a l t h has 
been amassed by t r a d i t i o n a l i ndus t r i a l c o - o p e r a t i v e s . W i t h i n t h e i nd i v idua l c o - o p e r -
a t i v e ' s c a p i t a l , i nd i v i s i b l e c o - o p e r a t i v e c a p i t a l - i ndependent o f t he membersh ip and 
ve r y m u c h l i ke s t a t e p r o p e r t y - became p reponde ran t ove r m e m b e r s ' p r o p e r t y . In 
1986 on ly 1.3 per cen t o f t he w e a l t h o f t r a d i t i o n a l i n d u s t r i a l co -ope ra t i ves was d i -
v i s i b l e m e m b e r s ' p r o p e r t y . The m e m b e r s ' compu lso ry c o n t r i b u t i o n , degraded t o t he 
s ta tus o f an ' e n t r a n c e f e e ' , and hav ing ha rd l y any e f f e c t on t he f u n c t i o n i n g o f t he 
c o - o p e r a t i v e , canno t secu re the members ' adherence in t he long run. The m e m -
bers ' s ta tus is more t h a t o f an e m p l o y e e t h a n t h a t o f a p r o p r i e t o r . A c c o r d i n g l y , 
m e m b e r s are p r i m a r i l y i n t e r e s t e d in the s h o r t - t e r m inc rease o f personal i n c o m e . 
Ins tead o f i nc reas ing c a p i t a l in the i n te res t s o f the l o n g - t e r m deve lopment o f t he 
c o - o p e r a t i v e , t hey t r y t o consume the la rges t possible p a r t o f a f t e r - t a x p r o f i t , i .e . 
t hey are no m o r e i n t e r e s t e d in c a p i t a l i n v e s t m e n t t h a n t h e employees o f s t a t e 
f i r m s . 

Sma l l c o - o p e r a t i v e s formed from traditional co-operatives rep resen t 20 per cen t 
o f the i n d u s t r i a l c o - o p e r a t i v e s . To th is g roup be long m a i n l y l a rge r s ized sma l l c o -
o p e r a t i v e s w i t h membersh ips o f be tween 70 and 100. The t r a n s f o r m a t i o n t o the 
s m a l l c o - o p e r a t i v e f o r m was m o t i v a t e d by the less s t r i c t i n c o m e r e g u l a t i o n o f t he 
l a t t e r . S ing le -channe l gross i ncome r e g u l a t i o n secures m u c h m o r e au tonomy in 
t he u t i l i z a t i o n o f i n c o m e f o r th is t y p e o f c o - o p e r a t i v e . The m a i n appeal f o r th i s 
f o r m was t h a t i t enab led t h e c o - o p e r a t i v e t o escape f r o m the s t r i c t rules o f wage 
r e g u l a t i o n because, in t h i s w a y , persona l i ncomes c o u l d be inc reased and the o u t -
f l o w o f w o r k e r s , e .g . f r o m l i g h t i ndus t ry - h a l t e d . As a r esu l t o f gross i ncome r e g -
u l a t i o n m a t e r i a l i n c e n t i v e s b e c a m e m o r e e f f e c t i v e . Th is was because the gross i n -
come r e g u l a t i o n l e f t m o r e r o o m f o r such i n c e n t i v e sys tems whereby wages and 
sa lar ies are d i f f e r e n t i a t e d a c c o r d i n g t o i nd i v i dua l p e r f o r m a n c e . In t r a d i t i o n a l c o -
o p e r a t i v e s th i s was less o f a poss ib i l i t y because the o u t f l o w o f wages was m u c h 
m o r e l i m i t e d . T h e r e f o r e i n t h i s w a y , a more d i r e c t r e l a t i o n b e t w e e n p e r f o r m a n c e 
and i n c o m e has been es tab l i shed . A m o n g sma l l c o - o p e r a t i v e s t he ma in endeavour 
now is t o i n t r o d u c e t h e p i e c e - r a t e sys tem and adapt i n c e n t i v e systems a p p r o p r i a t e 
t o the c h a r a c t e r o f t he a c t i v i t y . 

R e i n f o r c e m e n t o f m a t e r i a l i ncen t i ves and h igher i ncomes ( w h i c h are b e t t e r r e -
f l e c t i o n s of p e r f o r m a n c e ) undoub ted l y increased the adherence o f membersh ips t o 
t he i r r e s p e c t i v e c o - o p e r a t i v e s , but in t he p r o p r i e t a r y a t t i t u d e o f members t h e r e 
has been no change. M e m b e r s h i p is i nva r i ab l y based on e m p l o y e e s ta tus and no t on 
p r o p r i e t a r y adherence t o t he c o - o p e r a t i v e . D e r i v e d f r o m t h e i r pos i t ions as e m -
p loyees, m e m b e r s a re p r i m a r i l y i n t e r e s t e d in the s h o r t - t e r m m a x i m i z a t i o n o f t h e i r 
i ncomes, and t he i r i n t e r e s t i n inc reas ing c o m m o n p r o p e r t y is on ly i n d i r e c t and 
ve ry w e a k . 

Cons ide r i ng a l l t he s m a l l c o - o p e r a t i v e s t o g e t h e r , these p a r t i c u l a r o rgan i za t i ons 
are t h e ones w h i c h a re supp l i ed w i t h the mos t c a p i t a l because they a c c u m u l a t e d 
cons iderab le w e a l t h d u r i n g t h e i r ea r l i e r pe r i od o f o p e r a t i o n . S i m i l a r t o t r a d i t i o n a l 
i n d u s t r i a l c o - o p e r a t i v e s , t he p reponde ran t p a r t o f t he i r w e a l t h is inv is ib le , desp i te 
the r e c e n t p r e s c r i p t i o n - a necessary p r e c o n d i t i o n o f t he t r a n s f o r m a t i o n - t h a t t he 
m e m b e r s ' c o n t r i b u t i o n t o t h e c o m m o n w e a l t h be ra ised t o t w o mon ths ' wages. Due 
to the low l eve l o f m e m b e r s ' p r o p e r t y and the d i v i d e n d pa id on i t ( the d i v i dend 
payab le is r e s t r i c t e d by seve ra l lega l norms) , i t is a lmos t imposs ib le t o secure the 
m o t i v a t i o n and p r o p r i e t a r y adherence o f m e m b e r s . The re has been no d i sce rn ib le 
e f f o r t among leaders o f those sma l l c o - o p e r a t i v e s f o r m e d f r o m t r a d i t i o n a l ones t o 
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i n c r e a s e members ' p r o p e r t y . On the c o n t r a r y : in o rder t o a v o i d poss ib le c o n f l i c t s 
w i t h i n the c o - o p e r a t i v e t hey t r y t o p lay d o w n and e l i m i n a t e d i f f e r e n c e s b e t w e e n 
e m p l o y e e and m e m b e r s h i p s ta tus . 

The example g i v e n above , i .e . o f c o - o p e r a t i v e s f o r m e d f r o m t r a d i t i o n a l o r g a n i -
z a t i o n s , c lear ly shows t h a t g rea te r f r e e d o m o f dec is ion in t he d i s t r i b u t i o n o f in -
c o m e produced does n o t i m m e d i a t e l y es tab l i sh a p r o p r i e t a r y a t t i t u d e in m e m b e r s . 
A l s o , l ack ing a share i n t h e p r o p e r t y , t hey canno t be ca l l ed p r o p r i e t o r s . Thus the 
bas i c precond i t ions o f a p r o p r i e t o r ' s p o s i t i o n s t i l l have t o be c r e a t e d . 

Th is group o f s m a l l c o - o p e r a t i v e s is c h a r a c t e r i z e d by a s i m p l e r , m o r e open i n -
t r a - f i r m o rgan i za t i on and m o r e d i r e c t w o r k r e l a t i o n s , un l i ke t he t r a d i t i o n a l indus-
t r i a l co -opera t i ves . Some of t h e m m o d e r n i z e d (pa ra l l e l w i t h t he change o f t h e i r 
l e g a l f o r m ) the i r i n t r a - f i r m o r g a n i z a t i o n a l s t r u c t u r e . H o w e v e r , mos t o f t h e m p re -
s e r v e d an old, s o m e w h a t c lumsy f o r m o f s e l f - g o v e r n m e n t , as w e l l as m a i n t a i n i n g 
t h e o ld regu la to ry so l u t i ons . Dec is ions c o n c e r n i n g the m a n a g e m e n t o f c a p i t a l a re 
i n v a r i a b l y c o n c e n t r a t e d in t he hands o f a s m a l l manager ia l g roup , w h i c h in any 
case ac ts l ike an e m p l o y e r . The size o f these sma l l f i r m s makes i t possib le t o es-
t a b l i s h a s imple o r g a n i z a t i o n a l se t -up , w h i c h is p rop i t i ous fo r r a p i d d e c i s i o n - m a k i n g 
and m a r k e t a d a p t a t i o n . 

The t r a n s f o r m a t i o n i n t o sma l l c o - o p e r a t i v e had no inheren t m a r k e t and f i n a n c i a l 
r i s k f o r the older o r g a n i z a t i o n s . A n y w a y , r i s k - t a k i n g is not a c h a r a c t e r i s t i c o f t he i r 
managemen ts . I t is p r i m a r i l y t he i r s ize t h a t exp la ins the i r r e l a t i v e f l e x i b i l i t y w i t h i n 
t h e cons t ra in ts of d o m e s t i c m a r k e t c o n d i t i o n s . 

M o r e than 40 per c e n t o f i ndus t r i a l c o - o p e r a t i v e s have o r i g i n a t e d f r o m small c o -
o p e r a t i v e s established by private initiative. The number of such o r g a n i z a t i o n s is in -
c r e a s i n g dynamica l l y e v e n today . The i r m e m b e r s h i p usual ly t o t a l s less t h a n 50. 
T h e y do not want t o ra i se the m e m b e r s h i p above t h a t leve l because in an o rgan i -
z a t i o n o f more than 50 -60 the m a n a g e m e n t is eas ier t o r ecogn i ze and the f i n a n c i a l 
r i s k is r e l a t i ve l y h i g h . T h e r e are , o f course , some excep t ions . 

S m a l l co -ope ra t i ves a re , i n v a r i a b l y , no t w e l l suppl ied w i t h c a p i t a l . T h e r e f o r e 
t h e y g ive p re fe rence t o c o n t r a c t u a l p rocess ing (needing no m a t e r i a l ) t o serv ices 
a n d t o other i n t e l l e c t u a l a c t i v i t i e s . As i n i t i a l s t a r t i n g c a p i t a l is secu red by c o l l e c t -
i ng members c o n t r i b u t i o n s , and no o t h e r source o f c a p i t a l is a t t h e i r d isposal , they 
c a n n o t embark on c a p i t a l - i n t e n s i v e a c t i v i t i e s . F u n d a m e n t a l changes in th is respec t 
can be expec ted o n l y i f , in the pe r i od o f a s m a l l co -ope ra t i ves f o u n d a t i o n and r u n -
up t o p roduc t ion , a d d i t i o n a l c a p i t a l is a t i ts d isposal - beyond t h a t i n i t i a l l y i nves ted 
by t h e members . I t may t ake the f o r m of s t a r t - u p c red i t (a w idesp read i n t e r n a -
t i o n a l p rac t i ce ) or t h e m o b i l i z a t i o n o f o t h e r ' n o n - m e m b e r ' c a p i t a l . Desp i te t h e i r 
l o w c a p i t a l p rov is ion , t he sma l l c o - o p e r a t i v e s have a s i g n i f i c a n t r o l e t o p lay in 
t e c h n i c a l l y progress ive a c t i v i t i e s . Sma l l c o - o p e r a t i v e s have a l ead ing ro le in c o m -
p u t e r - b a s e d o r g a n i z a t i o n , in eng ineer ing se rv i ces and in c o m p u t e r h a r d w a r e p r o -
d u c t i o n : they ho ld a 60 per cen t share in t he domes t i c m a r k e t o f p ro fess iona l p e r -
sona l compute rs . T h e i r r o l e is inc reas ing in s o f w a r e expo r t t oo . 

By founding a s m a l l c o - o p e r a t i v e m e m b e r s take on a cons ide rab le f i n a n c i a l r i sk . 
We canno t speak o f m a r k e t r isk because t hey seek gaps in the m a r k e t where s ho r t -
age preva i ls and t h e y do no t have t o r e c k o n w i t h genuine m a r k e t c o m p e t i t i o n . As 
so le producers o f a p r o d u c t , or as a r e s u l t o f surplus demand, t hey a re o f t e n in a 
m o n o p o l y pos i t ion. G e n e r a l l y , the l i m i t e d number o f smal l v e n t u r e s upgrades t h e m 
and g ives t hem a p r o m i n e n t m a r k e t p o s i t i o n . 

Those smal l c o - o p e r a t i v e s w h i c h have r e c e n t l y been founded by p r i v a t e i n i t i a -
t i v e , have faced g r e a t e c o n o m i c c o n s t r a i n t s , in t h a t t he i r s i t u a t i o n makes t h e m f i -
n a n c i a l l y vu lnerab le . A n i m p o r t a n t e l e m e n t o f t he i r business s t r a t e g y is t o p reserve 
f i n a n c i a l balance. A weak f i n a n c i a l p o s i t i o n may ha rm the i r m a r k e t f l e x i b i l i t y , 
t h e i r adapta t ion and t h e i r r o o m fo r m a n o e u v r e . 

In such smal l c o - o p e r a t i v e s the c a p i t a l c o n t r i b u t i o n o f m e m b e r s secures the ne-
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cessory s t a r t - u p c a p i t a l , 6 so t he p r e p o n d e r a n t pa r t o f the w e a l t h o f t he c o - o p e r -
a t i v e is d i v i s i b l e . As a r esu l t o f the m e m b e r s h igh share in t h e c o - o p e r a t i v e ' s cap -
i t a l , m e m b e r s f e e l the c o - o p e r a t i v e is t h e i r s , and thus they manage i t no t as s i m -
p le ope ra to r s but as t r u e p r o p r i e t o r s . S t ronge r m a t e r i a l r e s p o n s i b i l i t y and f i n a n -
c i a l r isk (members are l i a b l e - w i t h a l l t h e i r i ncome beyond a c e r t a i n l i m i t , as w e l l 
as w i t h t h e i r c a p i t a l c o n t r i b u t i o n - t o w a r d s the debt o f t he c o - o p e r a t i v e ) 
means t he re is a s t r ong m o t i v a t i o n f o r e f f i c i e n t managemen t . 

M e m b e r s ' i n t e r e s t in t h e e f f i c i e n t m a n a g e m e n t o f c a p i t a l means, f i r s t o f a l l , 
t h e p r e s e r v a t i o n and sens ib le i n v e s t m e n t o f the c o - o p e r a t i v e ' s c a p i t a l . H o w e v e r , 
u n t i l the s m a l l c o - o p e r a t i v e ' s f i n a n c i a l s i t u a t i o n is s t a b i l i z e d t h e r e is a s t rong i n -
t e r e s t t o ra ise new c a p i t a l , because t h i s w a y they can l i b e r a t e t hemse l ves f r o m 
c o m p l e t e dependence on buyers , and thus t hey can s t a b i l i z e t hemse l ves . L a t e r , 
w h e n the f i n a n c i a l p o s i t i o n has been s t a b i l i z e d , the ra i s ing o f c a p i t a l loses some o f 
i t s i m p o r t a n c e . The i n s t a b i l i t y o f e c o n o m i c p o l i c y , u n c e r t a i n t i e s in j u d g e m e n t , d is -
c r i m i n a t i o n in c e r t a i n areas and the f a c t t h a t m a r k e t r i sk o f i n v e s t m e n t is no t 
c o m m e n s u r a t e w i t h surp lus i ncome a l l c o n t r i b u t e t o th i s s i t u a t i o n . In o rde r t o r e -
a f f i r m the r e d e p l o y m e n t o f p r i v a t e c a p i t a l f o r p r o d u c t i o n goals , so t h a t l ong- range 
g r o w t h p r o g r a m m e s can deve lop , l ega l gua ran tees and s tab le r e g u l a t i o n s a re needed. 

F r o m among the t h r e e groups o f i n d u s t r i a l co -ope ra t i ves , p r o p r i e t a r y a t t i t u d e s 
and i n te res t s are mos t obv ious in those s m a l l co -ope ra t i ves , w h i c h w e r e o r i g i n a l l y 
based on p r i v a t e i n i t i a t i v e s . The p r o p r i e t a r y and emp loyee sides o f m e m b e r s h i p 
a re not separa ted f r o m one ano the r and p r o p r i e t a r y s ta tus e x e r t s a s t r ong i n f l uenc e 
on m e m b e r s ' behav iou r . Th is is in c o n n e c t i o n w i t h the f a c t t h a t m e m b e r s may d i -
r e c t l y ac t out t h e i r p r o p r i e t a r y r i g h t s . E x t e r n a l bodies do no t d r a w the r i gh t s o f 
m a n a g e m e n t , c a p i t a l o p e r a t i o n , and w o r k f o r c e u t i l i z a t i o n away f r o m the m e m b e r -
sh ip. Members have a g r e a t say in dec is ions , and thus a s m a l l g r o u p o f managers 
canno t d o m i n a t e t h e m . The m e m b e r s h i p , composed o f bus iness- l i ke peop le , can and 
does make the best o f i t s p r o p r i e t a r y r i g h t s . 

A m o n g new ly f o r m e d s m a l l c o - o p e r a t i v e s t h e r e has been no a t t e m p t t o m a i n -
t a i n t he t r a d i t i o n a l h i e r a r c h i c a l m a n a g e m e n t s t r u c t u r e . The i r i n t r a - f i r m o r g a n i z a -
t i o n lacks a r t i c u l a t i o n and c lea r , h i e r a r c h i c super - und s u b o r d i n a t i o n . W i t h i n the 
o r g a n i z a t i o n , i t is c o - o r d i n a t i o n t h a t p r e v a i l s . The re l a t i onsh ip b e t w e e n m e m b e r -
ship and m a n a g e m e n t is d i r e c t - in m o s t cases personal . In s m a l l c o - o p e r a t i v e s 
t h e r e are poss ib i l i t i es f o r au tonomous w o r k and fo r t he r e a l i z a t i o n o f i nd i v i dua l 
ideas. Due t o t he openness o f the o r g a n i z a t i o n and the d i rec tness o f r e l a t i ons , the 
i nd i v i dua l may f o l l o w e v e r y dec is ion and i t s resu l t s . They are no t on l y p a r t i c i p a n t s , 
bu t also a c t i v e in t he c r e a t i o n and d e v e l o p m e n t o f processes. C o - o p e r a t i o n is r e -
a l i z e d not on ly in the w o r k process b u t a lso in m a n a g e m e n t . The c h a i r m a n ' s ro le 
is no t t h a t i m p o r t a n t in the m a n a g e m e n t o f the sma l l c o - o p e r a t i v e and m o r e stress 
is l a i d on the a c t i v i t y o f the m e m b e r s h i p , th i s a c t i v i t y be ing based on s e l f - i n t e r -
es t . Dec is ions a re m a i n l y o f a c o l l e c t i v e n a t u r e . In sma l le r c o - o p e r a t i v e s no f o r m 
of e l e c t e d s e l f - g o v e r n m e n t f unc t i ons , a n d the membersh ip e x e r t s p r o p r i e t a r y m a n -
a g e m e n t d i r e c t l y t h r o u g h the genera l assemb l y . 

Cons is ten t a p p l i c a t i o n o f the p e r f o r m a n c e p r i n c i p l e en t i ces m e m b e r s t owa rds 
e c o n o m i z i n g on wage costs and t o w a r d s h i g h e r - t h a n - a v e r a g e p r o d u c t i o n p e r f o r m -
ances. The f r e e d o m in i n c o m e d i s t r i b u t i o n makes i t possible f o r t h e members o f 
t h e c o - o p e r a t i v e t o en joy d i r e c t l y the f r u i t s o f a more f l e x i b l e m a r k e t e c o n o m y . 

En t rep reneu rsh ip and p r i v a t e i n i t i a t i v e ga ins ground in these s m a l l c o - o p e r a t i v e s . 
I m p o r t a n t c h a r a c t e r i s t i c s o f t he i r behav iou r inc lude s t rong m a r k e t o r i e n t a t i o n , 
f l e x i b i l i t y and r a p i d a d a p t a t i o n . In t he b a c k g r o u n d o f th is s i t u a t i o n s tand spec i f i c 

6 Members contribute to the capital of the small co-operative with an amount which is above 
the obligatory two months' salary. They buy shares voluntarily and make available the means 
of production. 
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p r o p e r t y r e l a t i o n s and , equa l l y i m p o r t a n t , the s m a l l s ize o f t he o r g a n i z a t i o n , and 
i t s ha rd budget c o n s t r a i n t . Y e t t he s u r v i v a l o f these f a c t o r s depends on m a r k e t 
p e r f o r m a n c e . The f e w d e t r i m e n t a l e f f e c t s and tendenc ies d i sce rn ib l e in t h e i r a c -
t i v i t y (shunning c o m p e t i t i o n , n o n - m a r k e t c o m p e t i t i o n , l ow i n t e r e s t in a c c u m u l a t i o n ) 
s tems f r o m the g e n e r a l c o n t r a d i c t i o n s o f the e c o n o m i c - m a r k e t e n v i r o n m e n t . 

The ques t ion w h i c h ar ises concerns changes w i t h i n t h e c o - o p e r a t i v e f o r m s o f 
p r o p e r t y - n a m e l y , w h e t h e r c o - o p e r a t i v e s i m i t a t i n g s t a t e f i r m s can be cons ide red 
c o - o p e r a t i v e s a t a l l . Is t h e r e a p o s s i b i l i t y t o s t r e n g t h e n t h e c o - o p e r a t i v e c h a r a c t e r 
o f t r a d i t i o n a l i n d u s t r i a l c o - o p e r a t i v e s a n d t he reby t o reshape these o r g a n i z a t i o n s ? 
In t he case o f p r i v a t e l y i n i t i a t e d s m a l l c o - o p e r a t i v e s , w h i c h c o n f o r m best t o t he 
c r i t e r i a o f a m o d e l c o - o p e r a t i v e , a dub ious d e v e l o p m e n t is the lack o f i n t e r e s t i n 
t h e a c c u m u l a t i o n o f c o m m o n c o - o p e r a t i v e funds . 



PRODUCT RANGE, M A T E R I A L COMSUMPTION A N D 
THE LACK OF COMPETIT IVENESS 

(A S U R V E Y OF H U N G A R I A N I N D U S T R Y ) 

G Á B O R H O V Á N Y I 

The c r u c i a l issue f o r t h e Hunga r i an economy and, i n c l u d e d w i t h i n i t , Hunga r i an i n -
dus t r y , is how to i nc rease i t s i n t e r n a t i o n a l c o m p e t i t i v e n e s s cons ide rab ly ; w i t h o u t 
th is i t is imposs ib le t o h a l t the f u r t h e r dec l ine o f b o t h e c o n o m i c g r o w t h and l i v i n g 
s tandards. 

A pa lpab le measure o f t he c o m p e t i t i v e n e s s o f i n d u s t r y can be e s t i m a t e d by as -
sessing the c o m p e t i t i v e n e s s o f i nd i v i dua l p roduc ts , t he m o s t c o m p l e x i n d i c a t o r s o f 
w h i c h are t he q u a n t i t y o f such p roduc t s sold on the w o r l d m a r k e t and a lso t h e i r 
p r i ces . The i n t e r n a t i o n a l c o m p e t i t i v e n e s s o f p r o d u c t s , h o w e v e r , a lso has s e v e r a l 
o t he r s p e c i f i c p a r a m e t e r s . One such p a r t i c u l a r i n d i c a t o r is t he m a t e r i a l c o n t e n t o f 
p roduc ts . When th i s p a r a m e t e r o f Hungar ian i n d u s t r i a l p r o d u c t s - t aken as an i n -
d u s t r i a l ave rage - is c o m p a r e d t o t he m a t e r i a l c o n t e n t o f f o r e i g n p roduc ts w h i c h 
are success fu l on t he w o r l d m a r k e t , i t is ev i den t t h a t Hunga r i an p roduc ts (above 
a l l those o f t he m a c h i n e i ndus t r y ) a re heav ie r by some 30 per c e n t , i .e . t hey c o n -
t a i n m u c h m o r e m a t e r i a l . W i t h th is , no t on ly the r a t i o o f the cos t o f m a t e r i a l s i n -
creases w i t h i n the p r i m e costs o f p roduc t s , bu t t h e r e is a lso a m a r k e d inc rease i n 
the costs o f t r a n s p o r t , s to rage , r epa i r , in t he ove rhead expenses and the l i k e . 

One way o f enhanc ing the i n t e r n a t i o n a l c o m p e t i t i v e n e s s o f Hunga r i an i n d u s t r y , 
and w i t h i n th i s t h a t o f i t s p roduc t s , is t o lessen t h e m a t e r i a l c o n t e n t o f t he i n d i -
v idua l p roduc t s ; in o the r words : a m o r e e c o n o m i c a l m a t e r i a l consump t i on in p r o d -
uc t d e v e l o p m e n t , eng inee r i ng , m a n u f a c t u r i n g and in t h e who le sys tem o f r e l a t e d 
processes. A n i n v e s t i g a t i o n c a r r i e d out du r i ng 1986 and 1987 by t he Research I n s t i -
t u t e o f I n d u s t r i a l E c o n o m i c s o f the Hungar ian A c a d e m y o f Sc iences 1 t r i e d t o d i s -
cover the i n t e r c o n n e c t i o n s o f p roduc t s t r u c t u r e , m a t e r i a l c o n s u m p t i o n and c o m p e -
t i t i veness in i n d u s t r i a l compan ies in Hunga ry . The i n v e s t i g a t i o n also t r i e d t o p o i n t 
ou t the poss ib i l i t i es f o r m a t e r i a l - s a v i n g and the r e l a t e d i ncen t i ves a l ready p r e v a i l -
ing in these o r g a n i z a t i o n s . 

This survey was based on the i n t e g r a t i o n o f seve ra l m e t h o d s : i t s t a r t e d ou t f r o m 
the s t a t i s t i c a l da ta -base o f t he n a t i o n a l e c o n o m y ; t h i s was f o l l o w e d by the ana l ys i s 
o f da ta f r o m the ba lance s t a t e m e n t s o f compan ies . A c c o m p a n y i n g th is was a s u r -
vey based on ques t i onna i res . Th is cove red 50 i n d u s t r i a l compan ies ( the c o m p a n i e s 

1 "Az anyagtakarékos tervezést, gyártást és felhasználást ösztönző gazdasági feltételek és 
eszközök a magyar iparban" /Economic conditions and means leading to material-saving de-
signs, manufactures and usage in Hungarian industry/. 
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i n v o l v e d encompassed a l l t h e sub-branches o f i ndus t r y ) and was c o m p l e m e n t e d by 
i n t e r v i e w s w i t h e x p e r t s respons ib le f o r t h e m a t e r i a l m a n a g e m e n t o f c o m p a n i e s . In 
some cases the process ana lys is o f the m a t e r i a l f l o w was a lso c a r r i e d o u t . I t f o l -
l ows f r o m the m e t h o d o f th i s survey t h a t some o f the da ta r e f e r t o f a c t s , w h i l e 
o t h e r s r e f l e c t c e r t a i n v a l u e - j u d g e m e n t s . A l t h o u g h b o t h t ypes o f d a t a m a y equa l l y 
i m p e d e the e f f o r t s t o save m a t e r i a l s , i t is s t i l l p r a c t i c a l t o d i s t i n g u i s h t h e m . 
T h e r e f o r e , i n th i s s u m m a r y r epo r t , a f t e r each paragraph t h a t c o n t a i n s c e r t a i n 
s t a t e m e n t s o f m a j o r i m p o r t a n c e the s ign ( f ) f o r f a c t s , and the sign (o) f o r op in ion 
a r e used depend ing w h e t h e r the pa rag raph r e f e r s t o fac t (s ) or t o a j u d g e m e n t . 

The ma jo r resu l t s and f i nd ings o f t h i s i n v e s t i g a t i o n w i l l be s u m m e d up on the 
f o l l o w i n g pages. 

Product Range and Compet i t iveness 

The b r e a k - d o w n o f t h e p r o d u c t range o f H u n g a r i a n i ndus t ry a c c o r d i n g t o m a i n re -
l a t i o n s in 1986, unamb iguous l y d e m o n s t r a t e s t h a t the open e c o n o m y is n o t a c c o m -
pan ied by an i n d u s t r i a l s t r u c t u r e open t o c o m p e t i t i v e m a r k e t s . N o t m o r e t h a n 11 
per cen t o f i n d u s t r i a l p roduc t s get t h r o u g h t o t he e x a c t i n g f o r e i g n c o m p e t i t i v e 
m a r k e t s , w h i l e 85 per c e n t is sold in m a r k e t s c h a r a c t e r i z e d by ' ho thouse p r o t e c -
t i o n ' , w h i c h bear b o t h m a j o r and m ino r t r a i t s o f u n r e a l i t y . ( P r o t e c t i o n m a n i f e s t s 
i t s e l f in l ower q u a l i t y - r e q u i r e m e n t s , in p r i c e s w h i c h o v e r e s t i m a t e a c t u a l p e r f o r m -
ance , in o v e r - e x t e n d e d t e r m s of d e l i v e r y , and so f o r t h . ) R e c e n t l y , due t o non-
r o u b l e - r e l a t e d e x p o r t s , w h i c h are o f t e n s u p p o r t e d f o r c i b l y and i r r a t i o n a l l y , the 
r e a l l y c o m p e t i t i v e p r o d u c t s have no t e v e n r e a c h e d the r a t i o o f 11 per c e n t . Th is 
no t on l y c h a r a c t e r i z e s t h e i n t e r n a t i o n a l c o m p e t i t i v e n e s s o f i n d u s t r y b u t a lso casts 
l i g h t upon i t s s c h i z o p h r e n i c depths: n a m e l y , i t is v i r t u a l l y imposs ib l e t o w o r k a c -
c o r d i n g t o the s t i f f r e q u i r e m e n t s o f f o r e i g n c o m p e t i t i v e m a r k e t s in o n e - t e n t h o f 
p r o d u c t i o n , w h i l e in n i n e - t e n t h wo rk is g o i n g on w i t h i n t he t o l e r a n t a t m o s p h e r e 
o f ' ho t -house m a r k e t s ' ( f ) . 

In t he course o f i n t e r v i e w s w i t h c o m p a n y personne l , i t was r e p e a t e d l y e m p h a -
s i zed t h a t , due to t h e e f f e c t s of va r ious r e s t r i c t i o n s or t ypes o f s u p p o r t , j udg ing 
i n t e r n a t i o n a l c o m p e t i t i v e n e s s on the basis o f resu l t s ach ieved by t h e compan ies 
had b e c o m e an i n c r e a s i n g l y u n c e r t a i n v e n t u r e . H o w e v e r , t h e r e are s e v e r a l reasons 
f o r t h e undoub ted ly l o w l e v e l of c o m p e t i t i v e n e s s : backwardness in t e c h n o l o g y , gaps 
in know ledge r e l a t e d t o spec i f i c m a r k e t s , t h e low a v a i l a b i l i t y o f h i g h l y - s k i l l e d , 
d i s c i p l i n e d labour , d e f i c i e n c i e s ( ' loosenesses ' ) in o r g a n i z a t i o n and m a n a g e m e n t , 
b lunders in r e g u l a t i n g i ncomes and wages w i t h i n t he company , d i s t o r t i o n s in the 
s o c i a l va l ue - sys tem, a n d indeed many o t h e r s . A l l these are i m b e d d e d in t he f a c t 
t h a t the compan ies a re n o t i n t e r e s t e d - i n t h e long run - in c o m p e t i t i v e e x p o r t s : 
such a task is no t r e g a r d e d as a s t r a t e g i c o b j e c t i v e bu t as a s h o r t - t e r m e f f o r t - a 
so r t o f a f i r e - f i g h t i n g , p e r f o r m e d in o r d e r t o ba lance the n a t i o n a l e c o n o m y . Thus 
t h e s t r a t e g y o f m a i n t a i n i n g e c o n o m i c a l m a t e r i a l c o n s u m p t i o n - w h i c h is s t rong l y 
c o r r e l a t e d t o c o m p e t i t i v e n e s s and is f o r m u l a t e d p rec i se l y under i ts p ressure - also 
ge ts lost ( f ) . 

The e x a m i n a t i o n o f l o n g - t e r m c o m p e t i t i v e n e s s r e l a t i v e t o t he p r o d u c t range 
focuses a t t e n t i o n on s i g n i f i c a n t s h o r t c o m i n g s in t h e j udgemen t f o r m u l a t e d by c o m -
pan ies . Compan ies t e n d t o rega rd 19.2 per c e n t o f t he i r m a r k e t e d p r o d u c t s as c o m -
p e t i t i v e , i n the long r u n , in the c o m p e t i t i v e m a r k e t s ; on ly 9.8 per c e n t is seen as 
be ing c o m p e t i t i v e i n t he shor t t e r m . The r a t i o o f t he i r s t r a t e g i c p r o d u c t s is r e -
p o r t e d as be ing a r o u n d 47.9 per c e n t . Such p roduc ts are r e g a r d e d as be ing 
s t r a t e g i c and m a r k e t a b l e in the long r u n t o o - y e t t hey are no t m a r k e t a b l e in the 
c o m p e t i t i v e m a r k e t s . Thus they r e g a r d a l m o s t h a l f o f t he i r p r o d u c t s as s t r a t e g i c 
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ones, desp i te the f a c t t h a t t hey a re no longer sold on c o m p e t i t i v e m a r k e t s ! A n -
o the r c o n t r a d i c t i o n is t h a t t he r a t i o o f p roduc ts seen as be ing s t r a t e g i c in the 
c o m p e t i t i v e m a r k e t s is r e p o r t e d t o be a round 19.2 per c e n t ; h o w e v e r , a t p resent 
not more t h a n 11.0 per c e n t o f t he m a r k e t e d p roduc ts a re so ld on the same m a r -
ke ts . I t appears f r o m a l l t h i s t h a t the compan ies t e n d t o judge t h e i n t e r n a t i o n a l 
c o m p e t i t i v e n e s s o f t he i r p r o d u c t s t r u c t u r e m o r e o p t i m i s t i c a l l y t h a n is i nd i ca ted by 
the r e a l i t i e s . Hence i t f o l l o w s t h a t the same a t t i t u d e may app ly t o the i r e s t i m a -
t i o n of u n e c o n o m i c a l m a t e r i a l consump t i on (o). 

Product Range and Mater ia l - Intensiveness 

What has been s t a t e d above is also p roven by a s i m i l a r o p t i m i s m w h i c h the c o m -
panies showed du r ing t h e ana lys is o f p roduc t range w i t h r e f e r e n c e t o m a t e r i a l - i n -
tensiveness. In t he op in ion o f the compan ies , in t he case o f 42 .0 per cen t o f t h e i r 
sold p roduc ts t he e c o n o m i c e f f i c i e n c y o f m a t e r i a l c o n s u m p t i o n is i d e n t i c a l w i t h 
t h a t of success fu l p roduc t s in t he c o m p e t i t i v e m a r k e t s - i n f a c t , in the case o f 
15.2 per c e n t o f t h e i r p roduc t s they be l ieve i t is even b e t t e r . They th i nk t h a t m a -
t e r i a l c o n s u m p t i o n is m a r k e d l y worse t h a n t h a t o f successfu l p r o d u c t s in the c o m -
p e t i t i v e m a r k e t s in t he case o f on ly o n e - f i f t h o f t he i r p roduc t s (o). In c o n t r a s t , i t 
is w ide ly k n o w n t h a t severa l p roduc ts o f Hungar ian i ndus t r y are 30, some t imes 
even 40 per cen t heav ie r t h a n the p a r a l l e l c o m p e t i t i v e p r o d u c t s , and the q u a l i t a -
t i v e d e f i c i e n c i e s o f the basic m a t e r i a l s used o f t e n add to t he u n e c o n o m i c a l n a t u r e 
o f m a t e r i a l c o n s u m p t i o n ( f ) . 

I n t e r v i e w s c o n d u c t e d in r e l a t i o n t o th is m a t t e r a lso p roved t h a t compar isons o f 
m a t e r i a l - i n t e n s i v e n e s s are r a r e l y based upon pa lpab le f a c t u a l i n f o r m a t i o n . (The 
companies p r i m a r i l y c o m p a r e the p e r f o r m a n c e - r e l a t e d p a r a m e t e r s o f t he i r p r o d -
uc ts w i t h those o f c o m p e t i n g p roduc ts , wh i l e a compar i son o f t he i npu t - expend i -
t u r e - e l e m e n t s is s t r o n g l y ec l ipsed. ) H o w e v e r , even i f such i n f o r m a t i o n is a v a i l a -
b le, the compan ies do no t e v a l u a t e m a t e r i a l - i n t e n s i v e n e s s and q u a l i t y j o i n t l y , as a 
u n i t y . A l so , t hey do no t assess the p e r f o r m a n c e and o p e r a t i o n ( in o the r f i e lds t he 
u t i l i z a t i o n ) o f p roduc ts made f r o m a g i v e n m a t e r i a l , and nor do t hey accoun t f o r 
t h e t o t a l e x p e n d i t u r e and r e tu rns w i t h r ega rd to a l l t he m a t e r i a l componen ts ( f ) . 

The j o i n t e v a l u a t i o n o f m a t e r i a l - i n t e n s i v e n e s s and p r o f i t a b i l i t y i nd i ca tes t h a t 
- acco rd ing t o the compan ies - a lmos t o n e - t h i r d o f H u n g a r i a n - m a d e p roduc ts ( m a n -
u f a c t u r e d w i t h a b e t t e r , or at least near l y i d e n t i c a l m a t e r i a l consump t i on than 
t h a t of t he success fu l p r o d u c t s o f the c o m p e t i t i v e m a r k e t s ) be long t o a g roup o f 
p roduc ts t h a t may be sold w i t h a b e t t e r than , or a t a l eve l w h i c h is equal t o a v -
erage p r o f i t a b i l i t y ( w i t h i n 15.0 per c e n t : 4.9 per cen t and w i t h i n 48.0 per c e n t : 
12.6 per c e n t , r e s p e c t i v e l y ) . Th is po in ts t o a c e r t a i n c o r r e l a t i o n b e t w e e n m a t e r i a l 
consump t i on and p r o f i t a b i l i t y . I t t u r n e d ou t , howeve r , t h a t m o r e t h a n o n e - t h i r d o f 
the Hunga r i an p roduc ts w h i c h were be l i eved t o have been m a n u f a c t u r e d w i t h a 
b e t t e r or a t least nea r l y i d e n t i c a l m a t e r i a l c o n s u m p t i o n t o t h a t o f the successfu l 
p roduc ts o f t h e c o m p e t i t i v e m a r k e t s , cou ld on ly be sold w i t h losses or w i t h s t a te 
suppor t or even not a t a l l on t he c o m p e t i t i v e m a r k e t s ( w i t h i n 15 per c e n t : 
10.3, w i t h i n 42 .0 : 29.4 per c e n t , r e s p e c t i v e l y ) . Cons ide r i ng t h e responses g i v e n t o 
th i s ' c r o s s - e x a m i n a t i o n ' o f the survey , t w o c h a r a c t e r i s t i c f e a t u r e s may be f o r m u -
l a t ed : t he e c o n o m i c a l e f f i c i e n c y o f m a t e r i a l c o n s u m p t i o n is no t judged r e a l i s t i c a l l y 
by the compan ies , and i t seems t h a t severa l f a c t o r s (e.g. p r i ces , m a r k e t i n g , cen -
t r a l r egu la t i ons ) cons ide rab ly s lacken the c o r r e l a t i o n b e t w e e n m a t e r i a l saving and 
p r o f i t a b i l i t y . The i n t e r v i e w s p rov i ded ev idence o f the s imu l t aneous e f f e c t o f b o t h 
c h a r a c t e r i s t i c s ( f ) . 
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E f f e c t s of the N e w Product Range on M a t e r i a l Saving 

I n recen t years the r a t e o f m a t e r i a l sav ing in Hungar ian goods p roduced fo r sale on 
i n t e r n a t i o n a l c o m p e t i t i v e m a r k e t s has s l o w e d down. The compan ies t e n d t o r e c k o n 
w i t h an annual a v e r a g e increase o f a round 0.59 per cen t f o r t h e va lue o f m a t e r i a l 
sav ing . In c o n t r a s t , i f t h e r e we re o p t i m u m cond i t i ons , b o t h e x t e r n a l and i n t e r n a l , 
f o r m a t e r i a l sav ing the va lue of m a t e r i a l sav ing cou ld be a l m o s t doub led , i .e . in 
t h e op in ion o f t he compan ies i t wou ld r i se t o an annual a v e r a g e o f 1.0 per cen t (o). 
( Y e t , in th is case, t h e average saving o f 4 .0 per cen t p lanned f o r t h e s t a r t i n g - y e a r 
1987 is i n e x p l i c a b l e . ) Thus the phenomena o f shor tage w o u l d d isappear , the neces-
sary i nves tmen ts and t e c h n o l o g i c a l d e v e l o p m e n t s cou ld be i m p l e m e n t e d , and op -
p o r t u n i t i e s w o u l d a r i se t o i m p o r t the i t e m s needed fo r m o d e r n i z i n g the p r o d u c t 
range . Howeve r , t h e doub le increase m e n t i o n e d above is nex t t o n o t h i n g : p a r t i c u -
l a r l y i f one cons iders t h a t a good q u a n t i t y o f Hungar ian p r o d u c t s a re m a n u f a c t u r e d 
w i t h a 30 to 40 per c e n t la rger spec i f i c c o n t e n t o f m a t e r i a l t h a n the co r respond ing 
successfu l p roduc t s in t he c o m p e t i t i v e m a r k e t s . The q u a n t i t a t i v e o b j e c t i v e s o f m a -
t e r i a l saving, t h e n , r e c k o n w i t h the s u r v i v a l o f the p resen t c o n d i t i o n s and p r a c -
t i c e s , and s imp ly t a k e no n o t i c e o f t he c u r r e n t r e q u i r e m e n t s o f c o m p e t i t i v e n e s s ( f ) . 

Some Forecasts Regarding Marke t Consequences 

A c h i e v i n g the o b j e c t i v e s o f m a t e r i a l sav ing invo lves c e r t a i n m a r k e t consequences 
as we l l . C o m p a n y e s t i m a t i o n s conce rn i ng t h e s t r u c t u r a l changes o f the purchas ing 
and sel l ing m a r k e t s a re summed up in t he f o l l o w i n g da ta : 

a) pe rcen tage distribution of the purchasing markets 

at p resent in the case o f 
a new p roduc t 

range 

- domest ic m a r k e t 57.5 52.6 
- r o u b l e - r e l a t e d m a r k e t s 9.2 11.3 
- marke ts o f n o n - r o u b l e - r e l a t e d 

advanced i n d u s t r i a l coun t r i es 31.1 32.7 
- marke ts o f o t h e r non - roub le 

re la ted c o u n t r i e s 2.2 3.4 

T o t a l 100.0 100.0 

percentage distribution of selling markets 

- domest ic m a r k e t 73.6 65.9 
- r o u b l e - r e l a t e d m a r k e t s 13.2 14.1 
- marke ts o f n o n - r o u b l e r e l a t e d 

advanced i n d u s t r i a l coun t r i es 11.0 15.6 
- marke ts o f o t h e r non - roub le 

re la ted c o u n t r i e s 2.2 4 .4 

T o t a l 100.0 100.0 



103 

As is c l ea r f r o m the c o m p a n y fo recas ts , no such b r e a k t h r o u g h can be e x p e c t e d 
to t ake p lace in the m a r k e t s t r u c t u r e t h a t m i g h t co r respond t o the b r e a k t h r o u g h 
necessary f o r deve lop ing r e a l l y c o m p e t i t i v e p roduc ts - i .e . a b reak th rough w h i c h 
cou ld e l i m i n a t e t h e surp lus o f 30 to 40 per cen t o f the s p e c i f i c con ten t o f m a t e -
r ia l s , t h a t c h a r a c t e r i z e s seve ra l f i e l ds o f i ndus t r y . ( I t mus t a lso be men t i oned t h a t 
the compan ies a re no t in f a c t p lann ing such a b r e a k t h r o u g h in m a t e r i a l saving / о / ) . 

In t he c r i t i c a l c o m m e r c i a l r e l a t i o n , i .e . in the c o m p e t i t i v e m a r k e t s o f the ad -
vanced i n d u s t r i a l coun t r i es , the i m p o r t s by compan ies w o u l d r ise f r o m 31.1 per 
cen t t o 32.7 per cen t wh i l e t h e i r expor t s wou ld r ise f r o m 11.0 per cen t t o 15.6 
per c e n t . Even i f the e x p o r t v o l u m e increased by 4.6 pe rcen tage po in ts i t wou ld 
s t i l l f a l l shor t o f be ing ab le t o m e e t the i m p o r t demand in t he same r e l a t i o n (a l -
though the l a t t e r w o u l d inc rease by 1.6 pe rcen tage po in ts ) : ' e x p o r t a b i l i t y ' w o u l d 
be on ly h a l f o f ' i m p o r t a b i l i t y ' , i .e . ha l f of the i ndus t r y ' s c o n v e r t i b l e impo r t s should 
r e a l l y be p r o d u c e d by some o t h e r branches o f the n a t i o n a l e c o n o m y . The 'hothouse 
p r o t e c t i o n ' of i n d u s t r i a l compan ies in the sales m a r k e t s w o u l d decrease f r o m the 
present va lue o f 86.8 per c e n t t o on ly 80 per cen t - p r o v i d e d t h a t the cond i t i ons 
o f t he r o u b l e - r e l a t e d e x t e r n a l m a r k e t s were no t t i g h t e n e d up. This ove ra l l p i c t u r e 
does not suggest t h a t Hunga r i an indus t ry - at least a c c o r d i n g to company con -
cep t i ons - w i l l c o n t r i b u t e a d e q u a t e l y t o i m p r o v i n g and m a i n t a i n i n g the coun t r y ' s i n -
t e r n a t i o n a l ba lance o f paymen ts in the f u t u r e , nor is t h e r e any sign t ha t i t w i l l 
lay f ounda t i ons f o r i t by app l y i ng a m a t e r i a l saving d r i v e s u f f i c i e n t fo r ach iev ing 
some f o r m of b r e a k t h r o u g h (o). 

D iscuss ions w i t h e x p e r t s in compan ies also c o n f i r m e d t h a t t he m a r k e t fo recas ts 
by compan ies t e n d t o r e l y upon ve r y poor i n f o r m a t i o n and s t a r t ou t f r o m the g iven 
company ' s a c t u a l c a p a b i l i t i e s r a t h e r than f r o m the o p p o r t u n i t i e s and r e q u i r e m e n t s 
o f the m a r k e t s . Compan ies do not perce ive - w i t h a l l i t s i m p l i c a t i o n s and 
w e i g h t - the c o n n e c t i o n t h a t ex i s t s be tween r a t i o n a l m a t e r i a l consumpt ion and the 
m a r k e t a b i l i t y o f p roduc t s . Nor do they size up the e x t e n t o f the b reak th rough w h i c h 
is necessary in m a t e r i a l sav ing and in o ther f i e lds o f company resource manage-
men t in o rder t o i m p r o v e the i n t e r n a t i o n a l c o m p e t i t i v e p o s i t i o n of the n a t i o n a l 
economy and t o enab le the e c o n o m y i t se l f t o g row a t an a c c e p t a b l e ra te . F i n a l l y , 
compan ies do no t have e l a b o r a t e and w e l l - t r i e d methods w i t h w h i c h they can size 
up and deve lop the m a r k e t a b i l i t y o f t he i r new p roduc ts and t h e i r p roduc t range in 
the process of m o d e r n i z a t i o n . Nor do they have any means o f f o r m u l a t i n g t h e i r 
p o t e n t i a l m a r k e t o b j e c t i v e s and o rgan i z i ng a l l the t e c h n o l o g i c a l , economic and m a r -
k e t i n g tasks necessary t o ach ieve th i s end. W i t hou t a l l t h i s , h o w e v e r , the r e t u rns 
o f a comprehens i ve t r a n s f o r m a t i o n of the p roduc t range is a l m o s t impossib le t o 
size up ( f ) . 

Conditions Necessary for a More M a t e r i a l Saving Product Range 

A c c o r d i n g t o op in ions he ld by t he company expe r t s , the most important conditions 
which need to be created by the top economic management, and which would effcct 
the shaping of a more material saving product range are as follows (here and hence-
f o r w a r d the ra t i ngs range f r o m 10, being m a x i m u m s i g n i f i c a n c e , down to 0, w h i c h 
is o f no s i gn i f i cance ) : 

- l i f t i n g the i m p o r t r e s t r i c t i o n s 8.0 
- s t ronger i n t e r e s t a t company l eve l in i m p r o v i n g t e c h n o l o g i c a l 

and e c o n o m i c cond i t i ons ; a t t h e ind iv idua l leve l , the i n t r o d u c -
t i o n o f i n cen t i ves w h i c h a re p r o p o r t i o n a l t o p e r f o r m a n c e 7.8 

- s imu l taneous inc rease o f cost - respons iveness and r e s u l t - i n t e r e s t 
w i t h i n the company 7.5 
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- enhanc ing the u n i t y and s t a b i l i t y o f the c o n t e n t 
o f economic r e g u l a t i o n s 

- t h e i n t e n s i f i c a t i o n o f m a r k e t - e f f e c t s in t he 
who le o f e c o n o m y 

7.4 

7.2 

Wha t the r a n k i n g shows is the m o m e n t a r y pressure o f i m p o r t r e s t r i c t i o n s w h i c h 
o f t e n come close t o j eopa rd i z i ng t he e x i s t e n c e o f companies; t h e cond i t i ons f o l l o w -
ing on the f i r s t a re i d e n t i c a l w i t h the poss ib i l i t i es fo r l o n g - t e r m e v o l v e m e n t . W i t h 
r e g a r d to the u n i t y o f regu la t ions , the c o m p a n y exper t s p o i n t e d o u t t h a t in cases 
w h e r e t he re is an inc rease o f c e r t a i n k inds o f costs ( taxes, e x p e n d i t u r e s on soc ia l 
s e c u r i t y , i n te res t , e t c . ) , the r a t i o o f m a t e r i a l used w i l l dec rease , even i f the p ro -
d u c t i o n value and the na tu ra l m a t e r i a l consumpt ion rema ins unchanged. Such a 
c h a n g e of r egu la t i ons , then, w i l l no t u rge on m a t e r i a l savings s ince i t makes the 
sav ings probable f r o m the aspect o f a c c o u n t i n g , desp i te the f a c t t h a t t he savings 
h a v e na tu ra l l y no t come about . I t is also n o t e w o r t h y t h a t t h e e l a b o r a t i o n o f a 
w a g e sys tem w h i c h e x p l i c i t l y urges m a t e r i a l saving - w h i c h was f i r s t proposed by 
some companies among the ' o t h e r cond i t i ons ' and was t h e n cons idered by 
o t h e r s too - has been ranked ra the r l ow , w i t h a r a t i n g of 5 .8 . Th is shows t h a t t hey 
do n o t f i nd i t p roper t o use the wage s y s t e m exc lus i ve l y t o u rge on m a t e r i a l sav-
i ng ; in f a c t , t hey p r e f e r t o use i t t o inc rease ind iv idua l p e r f o r m a n c e in genera l . 
F i n a l l y , i t is of some i n te res t t h a t t he ' honou r ' of c e n t r a l e c o n o m i c p lann ing among 
t h e compan ies had been somewhat e roded : i t s s i gn i f i cance was r a t e d a t 4 .5 (o). 

O f the genera l e c o n o m i c and soc ia l cond i t i ons the most i m p o r t a n t we re r a t e d 
as f o l l o w s : 

- e l i m i n a t i o n or f o r c i b l e r e l e g a t i o n t o the background 
o f shor tage phenomena 8.2 

- c r e a t i o n o f a d e m a n d m a r k e t by, a m o n g o the r th ings, 
e l i m i n a t i n g m o n o p o l i s t i c pos i t ions 8.2 

- s t reng then ing labour d isc ip l ine , r e s t o r i n g the i m p o r t a n c e 
o f qua l i t y and p e r f o r m a n c e , and r e n e w i n g the r e l a t e d 
o rder of soc ia l va lues 7.7 

- deve lop ing a g r e a t e r ' expend i tu re - respons iveness ' 
a t the soc ia l l e v e l 7.7 

- cons iderab le s t r e n g t h e n i n g o f d i s c i p l i n e w i t h rega rd to 
de l i ve r ies ( p r o m p t c o m p l e t i o n o f under tak ings ) at a l l 
soc ia l levels 6.8 

In th is p a r t i c u l a r f i e l d o f p rob lems t h e r e was no s i g n i f i c a n t va r i ance among the 
compan ies wh i ch c o u l d serve t o under l i ne any one o f these ques t ions . 

In the i n t e r v i e w s spec ia l emphasis was la id by the e x p e r t s on the f u n d a m e n t a l 
s o c i a l cond i t ions unde r l y i ng the a c t u a l and 'pa lpab le ' p rob lems e m e r g i n g w i t h i n 
t h e compan ies . Three top ics were g e n e r a l l y s t ressed: 

- t he p rob lem o f the order o f soc ia l va lues , wh ich in r e c e n t years has r e l e g a t e d 
not on ly p e r f o r m a n c e and q u a l i t y f r o m the i r proper rank bu t also l owe red the 
' r e tu rns ' of i n t e l l e c t u a l w o r k ; 

- t he i m p o r t a n c e o f i nd i v idua l e r u d i t i o n , and w i t h i n th is and in a d d i t i o n t o h igh -
leve l p ro fess iona l t r a i n i ng , the s i g n i f i c a n c e o f the ro le o f the genera l l eve l o f 
c u l t u r e and e d u c a t i o n in v a l u e - c r e a t i n g economic a c t i v i t i e s ; 

- f i n a l l y , the weaken ing of such essen t i a l c o n s t i t u t i o n a l c h a r a c t e r i s t i c s as a 
sense of du ty , r espons ib i l i t y and i d e n t i f i c a t i o n w i t h the endeavours o f c o m -
panies or w o r k i n g co l l e c t i ves as a w h o l e (o). 
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The Means Ava i lab le to Companies for Developing a More 
M a t e r i a l Saving Product Range 

T a k i n g s tock o f t he means ava i l ab l e t o compan ies fo r shaping up a more m a t e r i a l 
sav ing p r o d u c t r ange , i t was found t h a t in the f i r s t i ns tance i n f o r m a t i o n had t o be 
g a t h e r e d on some quest ions rega rd ing d e c i s i o n - m a k i n g . In the op in ion o f e x p e r t s , 
t he i n d i v i d u a l i n t r a - c o m p a n y o r g a n i z a t i o n s p a r t i c i p a t e in t he p r e p a r a t o r y w o r k on 
dec is ions r e l a t e d t o t he t r a n s f o r m a t i o n o f the p r o d u c t range in the f o l l o w i n g o r d e r 
o f w e i g h t , t a k i n g the p a r t i c i p a t i o n o f a l l o r g a n i z a t i o n s as 100: d i scove r i ng t he 
m a r k e t o p p o r t u n i t i e s f o r m a r k e t i n g w o r k : 26.5; R & D a c t i v i t i e s by t r a n s m i t t i n g t e c h -
n o l o g i c a l t r ends and by the i r own R & D proposa ls : 24.7; p r o d u c t i o n by e n f o r c i n g t he 
c o m p a n y ' s o w n poss ib i l i t i e s : 16.8; supp ly ing m a t e r i a l s and c o m p o n e n t par ts by g i v -
ing i n f o r m a t i o n on the r e l a t e d r e s t r i c t i o n s : 11.2; t he company ' s f i n a n c i a l m a n a g e -
m e n t by o u t l i n i n g t h e i n v e s t m e n t poss ib i l i t i es and the tasks o f l i qu i da t i on : 9.2; t he 
c o m p a n y ' s p l ann ing a c t i v i t y by e c o n o m i c analyses and f o r m u l a t i n g s t r a t e g i c as-
pec t s : 7.9; o t h e r company o r g a n i z a t i o n s : 3.9; and, f i n a l l y , e x t e r n a l e x p e r t s (who 
a re not necessar i l y emp loyed by the compan ies ) rep resen t a w e i g h t o f some 0.6 
per cen t on the ave rage o f the e x a m i n e d 21 compan ies (o). 

The i n t e r v i e w s d isc losed t h a t the compan ies t e n d to have a b e t t e r p e r c e p t i o n o f 
t e c h n o l o g i c a l t r ends (at least as regards t he f i n i s h e d p roduc t s , s ince in r e s p e c t o f 
t he m a t e r i a l c o n s u m p t i o n and the c o m p o n e n t pa r t s t hey are less i n f o r m e d ) . 
H o w e v e r , t h e i r know ledge of m a r k e t s i t u a t i o n s and o p p o r t u n i t i e s - espec ia l l y in 
respec t o f t he e x t e r n a l m a r k e t s and the h i g h l y e x a c t i n g c o m p e t i t i v e m a r k e t s - is 
no t c o m p a r a b l e w i t h , and does not even a p p r o x i m a t e t o , t h a t o f the i r c o u n t e r p a r t s 
in the advanced c o u n t r i e s . ( I t is q u i t e ano the r ques t ion w h e t h e r , under the p r e s e n t 
cond i t i ons o f p r o d u c t i o n , the c o u n t r y c o u l d cope w i t h k n o w n m a r k e t o p p o r t u n i t i e s 
or w i t h a r a p i d change o f the c o m p e t i t o r s ' suppl ies. ) ( f ) 

In t he c o m p a n i e s ' op in ion ( w h i c h was aga in r a t e d on a sca le g i v ing 0 as m i n i -
m u m and 10 as a m a x i m u m ) , the m o t i v a t i o n o f e x p e r t s f o r the comprehens ive m o d -
e r n i z a t i o n of t he p resent p roduc t range is a t i t s h ighest in t he case o f the c o m -
pany 's t o p - m a n a g e m e n t (6.6). This is f o l l o w e d by, a l m o s t a t the same l e v e l , the 
R & D s t a f f and e x p e r t s in e x p e r i m e n t a l p r o d u c t i o n and m a r k e t i n g ( w i t h r a t e s o f 
b e t w e e n 5.3 and 5 .1) . The lowes t r a t i ngs w e r e r e c o r d e d f o r those engaged in p e r -
sonnel and m a n p o w e r managemen t (1.8) and in o r g a n i z a t i o n and f i n a n c i a l m a n a g e -
m e n t (2.4), i . e . t he respec t i ve m o t i v a t i o n o f t h e d e v e l o p m e n t s t a f f and e x p e r t s in 
e x p e r i m e n t a l p r o d u c t i o n is somewhere in the ' m i d w a y ' , b e t w e e n the m a x i m u m and 
a c o m p l e t e lack o f m o t i v a t i o n . The m o t i v a t i o n o f e x p e r t s respons ib le f o r the c o m -
prehens ive t r a n s f o r m a t i o n o f the p roduc t range , f o r the i n t r o d u c t i o n o f new o r g a n i -
za t i ons and o p e r a t i o n a l processes, and f o r the f i n a n c i a l i n ves tmen t s app roaches 
the m i n i m u m ( f ) . 

As appears f r o m the quest ion conce rn i ng the m o d e r n i z a t i o n o f the p roduc t range 
and the a d o p t i o n o f the new methods o f p r o d u c t d e v e l o p m e n t and the i r t e c h n o l o g i -
c a l so lu t ions , h a l f o f the su rveyed compan ies app ly var ious me thods o f e c o n o m i c 
m a t h e m a t i c s . O n l y o n e - t h i r d o f the compan ies adop t new c o m p u t e r - a i d e d m e t h o d s 
( C A D , C A M , FMS) . I t is, howeve r , a t h o u g h t - p r o v o k i n g ques t ion t o ask why t h e y 
do no t adop t o t h e r u p - t o - d a t e me thods w h i c h a re less expens ive than the f o r m e r : 
e .g . va lue - and f u n c t i o n analys is , l i f e - s p a n c u r v e analys is , and the l i ke . Th is r e f e r s 
p a r t l y t o a d e f i c i e n c y in t he way o f t h i n k i n g , p a r t l y t o a lack o f the i n f o r m a t i o n 
necessary f o r a d o p t i n g these me thods . The f i n a l conc lus ion t h a t may be d r a w n 
f r o m the ques t i onna i res o r i g i n a t e d p rec i se l y f r o m the 'open ' n a t u r e o f the ques-
t i ons posed: our compan ies know on ly a f e w nove l me thods and t e c h n o l o g i c a l so lu -
t ions ; these so lu t i ons are i n t e r n a t i o n a l l y a c c e p t e d and are a i m e d a t the m o d e r n i z a -
t i o n o f the p r o d u c t range. Even so - in a d d i t i o n t o the p a r a m e t e r s of the r e t u r n s , 
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o f t h e t e c h n o l o g i c a l and m a r k e t pos i t i ons , and o f the r isks and i n e v i t a b l e changes 
o f c a p a c i t y - the p a r a m e t e r s o f a r a t i o n a l m a t e r i a l c o n s u m p t i o n also p lay an i m -
p o r t a n t r o l e ( f ) . 

Fac tors Impeding the Modernizat ion of the Product Range 

The ques t ion w h i c h asks what technological o r economic causes forced the compa-
nies to give up product development t h a t p r o m i s e d good m a r k e t resu l ts - and thus 
t h e change of t h e i r p r o d u c t range - is no t h e a r t e n i n g e i t h e r . (The way in w h i c h 
compan ies can f o r e c a s t success on the m a r k e t has a l ready been eva lua ted . ) A c c o r d -
ing t o responses t o t h e ques t ionna i res , t he share o f o m i t t e d p r o d u c t d e v e l o p m e n t s , 
as a pe rcen tage o f a l l p roduc t s m a n u f a c t u r e d in the prev ious f i v e years , was 97.8 
per c e n t , i .e . each second d e v e l o p m e n t was ' a b o r t i v e ' fo r p a r t i c u l a r t e c h n o l o g i c a l 
and e c o n o m i c reasons. The most i m p o r t a n t e c o n o m i c e f f e c t s (and t h e i r w e i g h t ) , 
a lso in t e r m s o f the p e r c e n t a g e o f r e t u rns f r o m sales o f p roduc t s deve loped in the 
p rev ious f i v e years , w e r e as f o l l o w s : 

- lack o f c a p i t a l f o r t h e necessary t e c h n o l o g i c a l 
d e v e l o p m e n t 29.1 

- low leve l o f t he e x i s t i n g techno logy , w h i c h t h e n 
h inders f u r t h e r d e v e l o p m e n t 15.3 

- poor q u a l i t y o f t he ava i l ab l e basic m a t e r i a l s 12.7 
- t he obso le te t e c h n o l o g i e s of c o o p e r a t i n g 

o rgan i za t i ons 7.8 
- s t a t e - i m p o s e d r e s t r i c t i o n s on the i m p o r t s needed 

fo r d e v e l o p m e n t 6.9 
- the d i so rgan i zed s t a t e o f the comp lex 

d e v e l o p m e n t processes ( R & D , eng inee r i ng , 
m a n u f a c t u r i n g , m a r k e t i n g ) 6.4 

The exper t s added to th i s by m e n t i o n i n g t h a t the f o r e i g n compan ies w h i c h a re 
success fu l in t he c o m p e t i t i v e m a r k e t can w a r d o f f a l l these f a c t o r s , s ince t hey 
may have an eas ie r access t o the c a p i t a l necessary for deve lop ing , m a n u f a c t u r i n g , 
and m a r k e t i n g p r o m i s i n g p roduc ts t h a n t o t h e i r basic m a t e r i a l s and componen t s . I t 
shou ld also be t a k e n i n t o accoun t t h a t these compan ies f i n a l l y pu t on ly one p r o d -
u c t (out o f the 5 t o 10 p lanned p roduc ts ) on t he m a r k e t . This t hey w o u l d have 
j udged as being a p r o m i s i n g poss ib i l i t y a t t h e beg inn ing of the d e v e l o p m e n t . Fo r 
H u n g a r i a n compan ies t h i s wou ld i nvo lve a t e n f o l d or even t w e n t y f o l d d e t e r i o r a t i o n 
o f t h e i r chances ( f ) . 

The nex t task was t o analyse the internal ( i n t r a - c o m p a n y ) causes that had pre-
vented the industrial companies - in the previous five years - from stopping the 
manufacture of uneconomical products. I t t u r n e d out t h a t a l l in a l l o n e - t h i r d o f 
t h e i r l oss -mak ing p r o d u c t s had t o r e m a i n in p r o d u c t i o n . The m a i n reasons f o r th i s 
(and the we igh t o f those reasons) - expressed aga in as a p e r c e n t a g e o f a l l s h o r t -
f a l l r e t u rns f r o m the u n p r o f i t a b l e p roduc ts w h i c h had not been m a n u f a c t u r e d in the 
p rev ious f i v e years - w e r e the f o l l o w i n g : 

- ow ing to t he obso lescence o f t e c h n o l o g y , no new , 
u p - t o - d a t e p r o d u c t c o u l d be m a n u f a c t u r e d 17.3 

- t h e r e was no o t h e r poss ib i l i t y f o r m a i n t a i n i n g 
t he p r o d u c t i o n c a p a c i t y 8.1 
t h e r e was no s u b s t i t u t e t o be found fo r t h e 
•no ro f i t ab le , l o s s - m a k i n g p roduc t 7 . 
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- desp i te the losses, the compan ies succeeded in o b t a i n i n g 
s ta te subven t i on f o r the e f f i c i e n t sales 
in t he c a p i t a l i s t m a r k e t s 6.2 

- t he e x i s t i n g m a n p o w e r s t r u c t u r e d id no t p e r m i t 
t he t r a n s f o r m a t i o n o f t he p r o d u c t range 5.2 

The r i g i d i t y o f t he p r o d u c t range o r i g i n a t i n g f r o m th is g roup o f causes reached 
i t s peak in t he m e t a l l u r g i c a l b r a n c h (90 per cen t ) , as w e l l as in t h e s y n t h e t i c m a -
t e r i a l process ing and f u r n i t u r e compan ies (65 per c e n t each) . The least a f f e c t e d 
branches were the a l u m i n i u m i ndus t r y (15 per cen t ) , t he t e l e c o m m u n i c a t i o n s and 
v a c u u m indus t r ies , and the si lk i ndus t r y (30 per cen t each) (o). 

I n t e r v i e w s w i t h t he r e l a t e d compan ies c o n f i r m e d the imp ress ion t h a t the g r e a t -
est obs tac le in t he w a y o f the i n n o v a t i o n - t y p e renewa ls - and t h e n c e o f the c o m -
prehens ive change o f t he who le p r o d u c t change - was the ever i nc reas ing obso les-
cence o f t echno logy . I t seems, h o w e v e r , t h a t t h e r e a re o the r c o n d i t i o n s fo r suc-
cess fu l deve lopmen t , m a n u f a c t u r i n g and m a r k e t i n g : the low l e v e l o f o r g a n i z a t i o n , 
d e f i c i e n c i e s in m a r k e t i n g , t he loosenesses o f i n t e r n a l m a n a g e m e n t sys tems and the 
l i k e . I t is, t h e r e f o r e , t o be f e a r e d t h a t even i f t he re w e r e a p o s s i b i l i t y f o r a l a r g e -
sca le m o d e r n i z a t i o n o f t echno logy s o m e t i m e in the f u t u r e , the p r o d u c t range c o u l d 
on ly r e a c h a c o m p e t i t i v e l eve l a long w i t h r a t i o n a l m a t e r i a l c o n s u m p t i o n - ye t i t 
seems th i s can on ly be r e a l i z e d p a r t l y ( f ) . 

Cumula t i ve Results of M a t e r i a l Savings wi th in the Change 
of the Product Range 

T a k i n g the compan ies ' m a t e r i a l consump t i on in 1986 as 100 per c e n t the survey 
t r i e d t o f i n d out w h a t pe r cen tages o f m a t e r i a l savings ( - ) and surp lus m a t e r i a l con -
s u m p t i o n (+) wou ld be possib le, on a yea r l y average , i f a new p r o d u c t deve loped 
in t he p rev ious f i v e years w e r e t o be m a n u f a c t u r e d . A l so the survey a t t e m p t e d t o 
d i scover i f t he re w e r e i n f a c t m a r k e t s f o r new ly gene ra ted p r o d u c t deve lopmen t 
ideas w h i c h had not been r e a l i z e d ; in add i t i on , the c o n t i n u e d o u t p u t o f p roduc ts 
w h i c h had become u n p r o f i t a b l e was cons idered . 

The ave rage va lues f o r these f a c t o r s are as f o l l o w s : 

- m a n u f a c t u r e o f new p roduc ts deve loped in 
t he p rev ious f i v e years -3 .0 per cen t 

- ideas o f p roduc t d e v e l o p m e n t w h i c h had no t 
been r e a l i z e d +2.2 per cen t 

- c o n t i n u i n g the m a n u f a c t u r e o f u n p r o f i t a b l e 
p roduc t s +3.7 per cen t 

C o m p a r i n g these d a t a w i t h the va lue o f m a t e r i a l savings f o r e c a s t f o r the pe r i od 
1987 to 1990, i .e . t o a y e a r l y average o f 3.0 per c e n t , the p i c t u r e is no t a t a l l e n -
c o u r a g i n g : f o r i ns tance , t he f o r e c a s t m a t e r i a l savings o f 3.0 per c e n t in the case 
o f new p roduc t s is opposed t o the p resent surplus m a t e r i a l c o n s u m p t i o n o f 3.7 per 
c e n t fo r t h e m a n u f a c t u r e o f u n p r o f i t a b l e p roduc ts . Th is s i t u a t i o n can on ly be i m -
p r o v e d i f the new p r o d u c t d e v e l o p m e n t ideas w h i c h have no t been r e a l i z e d in the 
p rev ious p e r i o d are pu t i n t o p r a c t i c e . Cons ide r ing the s i t u a t i o n in th i s c o n t e x t , i t 
seems t h a t speeding up the change o f the p roduc t range w i l l be a f u n d a m e n t a l con -
d i t i o n o f a t t a i n i n g even the m i n i m u m o b j e c t i v e s o f m a t e r i a l sav ing - no t t o speak 
o f the e x t e n t o f m a t e r i a l sav ing w h i c h is ind ispensable f o r r e a c h i n g i n t e r n a t i o n a l 
c o m p e t i t i v e n e s s ( f ) . 
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Some Conclusions 

A w e l l - f u n c t i o n i n g e c o n o m y , and w i t h i n t h i s the m a r k e t , ' i n s t i n c t i v e l y ' r e a c t i f de-
m a n d r ises above supp ly : p r i ces r i se , m a n u f a c t u r e r s inc rease t h e i r supply by m a k i n g 
new i n v e s t m e n t s , and new m a n u f a c t u r e r s appear t o se l l t h e i r goods on the m a r k e t . 
I f t h e demand exceeds the supply in t he l ong run too , consumers w i l l become more 
t h r i f t y o r , i f possib le, w i l l ga the r r e s e r v e suppl ies. Should t h i s happen, t hey w i l l 
e v e n buy p roduc ts o f i n f e r i o r q u a l i t y . F u r t h e r m o r e , the consumer may even a t t e m p t 
t o b r i dge t h e gap b e t w e e n demand and supply by s u b s t i t u t i n g one p roduc t fo r 
a n o t h e r . 

The Hungar ian e c o n o m y , and w i t h i n t h i s t h e m a t e r i a l supp ly o f i ndus t r y , are in -
t e r w o v e n w i t h the phenomena o f sho r t age . Q u i t e a f e w bas ic m a t e r i a l s and c o m -
p o n e n t pa r t s are a v a i l a b l e on ly o c c a s i o n a l l y , and even t h e n t h e i r q u a l i t y is i n f e r i o r 
t o w h a t is r e q u i r e d by t h e consumer - w h o anyway has t o w a i t f o r s low de l i ve r i es . 
O f course , a l l th is f r e q u e n t l y helps t o d e t e r i o r a t e , ve ry s i g n i f i c a n t l y , the e c o n o m i c 
e f f i c i e n c y o f p r o d u c t i o n . A l so , i t endangers the sales o f p r o d u c t s and h inders the 
f o r c e f u l m o d e r n i z a t i o n o f the p roduc t r a n g e o f the c o m p a n i e s . The consequence 
is a wo rsen ing of the i n t e r n a t i o n a l c o m p e t i t i v e n e s s o f b o t h t h e p roduc t s and m a -
n u f a c t u r e r s . 

H o w e v e r , s i m u l t a n e o u s l y w i t h the a b o v e po in ts , a c o n s i d e r a b l e was te o f m a t e -
r i a l s a lso occurs in H u n g a r i a n i n d u s t r y . P roduc ts a re f a r t o o heavy , spoi lage 
reaches a h igh p e r c e n t a g e in the p r o d u c t i o n processes, t h e r e - u t i l i z a t i o n o f m a t e -
r i a l s no t used up in p r o d u c t i o n is n e g l e c t e d , and due t o t h e super f l uous ly large 
m a t e r i a l s tocks , the q u a l i t y of basic m a t e r i a l s d e t e r i o r a t e s . T h e r e f o r e , shor tage 
and was te appear a t one and the same t i m e - t hey f o l l o w f r o m , and i n t e n s i f y each 
o t h e r . 

The s imu l taneous e x i s t e n c e o f sho r tage and waste may be - i n t he f i n a l ana l y -
sis - a t t r i b u t e d t o the f a c t t h a t the ' i n s t i n c t i v e ' mechan isms o f the e c o n o m y hard -
l y w o r k a t a l l . The p r i m a r y reason fo r t h i s should be l ooked fo r in t he m e t h o d o f 
e c o n o m i c m a n a g e m e n t , w h i c h t r i es t o c r e a t e s h o r t - t e r m ba lances by a r t i f i c i a l in -
t e r v e n t i o n s , w h i c h t h e n ous t i n s t i n c t i v e r e a c t i o n s . For e x a m p l e , one such i n t e r v e n -
t i o n invo lves the l ow l e v e l o f p r i ces o f m a t e r i a l s , i .e . the ' s o f t ' f o r i n t f o r m a t e -
r i a l s , as aga inst the ' h a r d ' f o r i n t f o r wages and i n v e s t m e n t s or f o r t he sys tem of 
r e g u l a t i n g t he m a t e r i a l s t o c k ; the e f f e c t o f th i s is the pa ra l ys i s o f the t r a d e o f the 
means of p r o d u c t i o n . The second reason is d i r e c t l y r e l a t e d to the ex i s t ence o f 
a p a t h y , w h i c h n e i t h e r a t the i nd i v i dua l nor a t the c o m p a n y l eve l encourages the 
e l i m i n a t i o n of was te - i . e . on the p a r t o f demand. Nor does apa thy he lp t o urge 
peop le t o t ake advan tage o f the o p p o r t u n i t i e s o f f e r e d by t h e shor tage - i .e . on the 
p a r t o f supply . F i n a l l y , t h e t h i r d reason is t he lack o f c a p i t a l . This impedes bo th 
p r o c u r e m e n t s f r o m those i m p o r t m a r k e t s w h i c h have a f l e x i b l e supply , and also 
h inde rs t he d o m e s t i c i n v e s t m e n t s needed t o expand p r o d u c t i o n or t o c a r r y ou t the 
f l e x i b l e t r a n s f o r m a t i o n o f t he p roduc t r a n g e and l ine o f p r o d u c t i o n . 

I t is ev i den t f r o m a l l t h i s , t h a t as l ong as the c o n d i t i o n s o f e c o n o m i c manage-
m e n t , i n t e r e s t and c a p i t a l supply canno t be s imu l t aneous l y and s i g n i f i c a n t l y changed, 
t h e r e w i l l be no r e a l poss ib i l i t y t o b r i n g t h e compan ies ' c o - e x i s t i n g p rob lems of 
s h o r t a g e and was te t o an end. C o n s e q u e n t l y , a cons ide rab le change o f t he p roduc t 
r a n g e cannot t a k e p lace e i t h e r . As a r e s u l t t he i n t e r n a t i o n a l c o m p e t i t i v e n e s s o f 
t h e e c o n o m y and i n d u s t r y canno t be i m p r o v e d to the e x t e n t necessary fo r keep ing 
a b r e a s t w i t h w o r l d - w i d e t e c h n o l o g i c a l and e c o n o m i c d e v e l o p m e n t . 



SOME C R I T I C A L ASPECTS OF M A T E R I A L S M A N A G E M E N T 
IN H U N G A R I A N ENTERPRISES 

L Á S Z L Ó C H E R N E N S Z K Y - I M R E N É M E T H - P E T E R S Á R K Á N Y 

The p r i n c i p a l c h a r a c t e r i s t i c s o f the m a t e r i a l s m a n a g e m e n t o f an average Hunga-
r i a n i n d u s t r i a l e n t e r p r i s e may be s u m m a r i z e d as f o l l o w s : the en te rp r i se holds 
s tocks o f m a t e r i a l s w h i c h cover i ts p r o d u c t i o n tasks fo r t w o t o t h ree months , w h i l e 
the i n v e n t o r y o f s e m i - f i n i s h e d and f i n i shed goods m e e t s i t s needs fo r a few days . 1 

Being at the m e r c y o f t h e i r suppl iers , who usual ly en joy a monopo ly pos i t ion , t hey 
are thus d e p r i v e d o f t he poss ib i l i t y o f m a k i n g a l t e r n a t i v e purchases. The re fo re , the 
en te rp r i se is usua l ly unab le t o i m p r o v e i t s pos i t i on in r e l a t i o n t o i ts suppl iers. The 
squander ing o f m a t e r i a l s is no t a ra re phenomenon, the p r o d u c t s are mos t l y o f an 
obso le te c o n s t r u c t i o n c o m p a r e d w i t h the i n t e r n a t i o n a l l eve l , and the q u a n t i t y o f 
m a t e r i a l s used is h igh . As a resu l t o f these f a c t s t h e e f f i c i e n c y o f the use o f m a -
t e r i a l s by H u n g a r i a n i ndus t r y must be q u a l i f i e d as be ing l ow . 

I t is - a c c o r d i n g t o t he t r a d i t i o n a l concep t - the task o f en te rp r i se m a t e r i a l s 
managemen t t o secure t h e m a t e r i a l s needed fo r p r o d u c t i o n a t the app rop r i a te t i m e , 
a t the r i g h t p lace , in t h e necessary q u a n t i t y and q u a l i t y , and w . t h the o p t i m u m 
c a p i t a l o u t l a y and costs [ 6 ] . Th is approach regards m a t e r i a l s managemen t as an 
a c t i v i t y se rv ing and subo rd ina ted to p r o d u c t i o n ; i t is seen as an a c t i v i t y w h i c h , 
hav ing been b u i l t i n t o the p r o d u c t i o n process, need no t be rega rded as a separa te 
f u n c t i o n . A g a i n s t t h i s t r a d i t i o n a l v i ew , a concep t o f m a t e r i a l s management ( i n -
t e g r a t e d l og i s t i cs ) has ga ined e v e r - w i d e n i n g a c c e p t a n c e in r e c e n t years in e n t e r -
pr ise e c o n o m i c t h e o r y and in the p r a c t i c e o f the m a r k e t economies . A c c o r d i n g t o 
th i s v iew , t h e r e is an i nc reas ing need, on t he one hand, f o r a c loser c o - o r d i n a t i o n 
and a u n i f o r m d i r e c t i o n o f the p a r t i a l a c t i v i t i e s o f m a t e r i a l s managemen t r e a l i z e d 
by t he separa te o r g a n i z a t i o n a l un i t s . On the o the r hand, in the i n t e r e s t o f the mos t 
successfu l o p e r a t i o n o f t he en te rp r i se (as a l og i s t i c sys tem) , i t is essent ia l t h a t 
cons ide ra t ions r e l a t e d t o m a t e r i a l s managemen t should r ise in t he en te rp r i se t a r g e t 
sys tem to t he same l e v e l as cons idera t ions in the o the r f u n c t i o n a l f i e l ds L4, 10] . 

The p r a c t i c e o f m a t e r i a l s managemen t in Hunga r i an en te rp r i ses can be regarded 
as t r a d i t i o n a l in t h e sense t h a t cons idera t ions conce rn ing the c o n t i n u i t y o f p roduc -
t i o n play the p r i m a r y ro le in mos t o f t h e m , w h i l e m a t e r i a l s managemen t p e r f o r m s 
an a u x i l i a r y t a s k . A u n i f o r m , l og i s t i ca l l y o r i e n t e d c o n t r o l o f m a t e r i a l s managemen t 

1 The materiel inventories already purchased 
per cent of the stocks held by industrial 
16-17 per cent, and finished products for 
changed for about 20 years [3]. 

but not yet used in production amount to 71-72 
enterprises; unfinished production accounts for 
11-12 per cent. These proportions have been un-
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a c t i v i t i e s s imp ly does n o t e x i s t . A t t h e same t i m e , th is t r a d i t i o n a l m a t e r i a l s m a n -
a g e m e n t sys tem d i f f e r s in many r e s p e c t s f r o m tha t o f the e n t e r p r i s e s w o r k i n g un-
der t h e cond i t ions o f a m a r k e t e c o n o m y . On the one hand, i t has t o cope, in the 
f i e l d o f acqu is i t i ons , w i t h p rob lems t h a t a re no t , or are less consp icuous ly 
a p p a r e n t in t he deve loped m a r k e t e c o n o m i e s . On the o the r hand, o w i n g t o the 
weakness o f m a r k e t c o m p e t i t i o n , the c o m p u l s i o n t h a t wou ld s t i m u l a t e the e n t e r -
p r i ses t o pursue a f a s t u t i l i z a t i o n o f t h e i r e x i s t i n g rese rve m a t e r i a l s is l ack ing , or 
is n o t s t rong enough. 

Hunga r i an i n d u s t r i a l en te rp r i ses a c q u i r e the m a t e r i a l s f o r t h e i r p r o d u c t i o n f r o m 
t h r e e m a i n sources - f r o m domes t i c supp l i e rs , f r o m soc ia l i s t supp l ie rs , and f r o m 
c a p i t a l i s t suppl iers . The basic m a t e r i a l s and componen ts purchased in t he d o m e s t i c 
m a r k e t or i m p o r t e d f r o m c a p i t a l i s t or s o c i a l i s t coun t r i es usua l ly show s u b s t a n t i a l 
d i f f e r e n c e s in q u a l i t y , r e l i a b i l i t y , d e l i v e r y cond i t i ons (order s ize, p r i c e , d e l i v e r y 
schedu le , e tc . ) and in o the r serv ices. 

The poss ib i l i t y o f purchas ing in c a p i t a l i s t coun t r i es , w h i c h usua l ly p rom ise m o r e 
f a v o u r a b l e qua l i t y and de l i ve r y c o n d i t i o n s , is not a lways g i v e n t o the en te rp r i ses . 
Th is is espec ia l l y t r u e i f a p roduc t o f s i m i l a r t e c h n i c a l p a r a m e t e r s can also be 
b o u g h t d o m e s t i c a l l y , o r f r o m another s o c i a l i s t c o u n t r y . H o w e v e r , t h e q u a l i t y l e ve l 
o f t h e p roduc ts t h a t can be i m p o r t e d f r o m a soc ia l i s t c o u n t r y is d e t e r m i n e d by the 
'hardness ' and good q u a l i t y of the p r o d u c t s o f f e r e d fo r exchange in b i l a t e r a l t r a d e . 
T h e r e f o r e , these p r o d u c t s are o f t e n o f a poore r qua l i t y t han the p roduc ts a v a i l a b l e 
f r o m c a p i t a l i s t sources. Domes t i c p r o d u c t s can be acqu i red d i r e c t l y f r o m the m a n -
u f a c t u r e r , or in t he who lesa le or r e t a i l t r a d e . F a c t o r y s e r v i c i n g is usua l ly ensured 
f o r t h e largest pu rchasers , wh i l e those b u y i n g smal le r q u a n t i t i e s may t u r n t o d is -
t r i b u t o r s who spec ia l i ze in supply ing a g i v e n group o f compan ies o f the who lesa le 
t r a d e . Those buy ing v e r y sma l l q u a n t i t i e s may make the i r purchases f r o m r e t a i l e r s . 
Thus the cho ice b e t w e e n p roduc t i on e n t e r p r i s e s , wholesa le t r a d e r s and r e t a i l t r a d -
ers - none o f w h o m o f f e r subs tan t ia l d i f f e r e n c e s in p r i ce and d e l i v e r y c o n d i t i o n s -
is n o t open to c u s t o m e r s buy ing sma l l e r q u a n t i t i e s . 

The i nd i r ec t e c o n o m i c managemen t i n t r o d u c e d in 1968 d id no t s i g n i f i c a n t l y a l -
l e v i a t e the r e p r o d u c t i o n o f q u a n t i t a t i v e shor tages and the pu rchas ing p rob lems , 
a l t h o u g h en te rp r i se independence i n c r e a s e d in severa l respec ts . Thus e n t e r p r i s e s 
w e r e ab le t o es tab l i sh and w iden t h e i r m a r k e t i n g and a c q u i s i t i o n r e l a t i o n s to c e r -
t a i n e x t e n t . These advances were c o u p l e d w i t h some easing o f the a d m i n i s t r a t i v e 
c o n s t r a i n t s on p r i ce s e t t i n g . Neve r the less , s t a te i n s t i t u t i o n s respons ib le f o r p roduc t 
t u r n o v e r and m a r k e t superv is ion s t i l l p l ay a s i gn i f i can t r o l e t oday in p u t t i n g the 
b r a k e on cost d e v e l o p m e n t and p r i ce r i ses . These i n s t i t u t i o n s a re e n t i t l e d t o dec ide 
on the j u s t i f i c a t i o n and approva l o f p r i c e r ises. Thus the f i n a l e n t e r p r i s e i ncomes 
a re on l y pa r t l y es tab l i shed in the m a r k e t . The i r ac tua l magn i t ude is also g r e a t l y in -
f l u e n c e d , along w i t h p r i c e i n t e r v e n t i o n s , by genera l f i s c a l means ( taxes , subsidies 
and t h e i n t r i c a t e , a l m o s t unsurveyab le s y s t e m of i nd i v idua l f i n a n c i a l i n t e r v e n t i o n s ) . 
The la rge-sca le c e n t r a l r e d i s t r i b u t i o n o f en te r p r i s e p r o f i t s does not a lways make i t 
poss ib le fo r en te rp r i ses t o expand t h e i r p r o d u c t i o n capac i t i es and thus they canno t 
a n t i c i p a t e possible i nc reased pr ice r e v e n u e s . In case o f shor tages, t he en te rp r i ses 
do no t a lways inc rease the i r p r o d u c t i o n ; c e r t a i n l y t he i r d e v e l o p m e n t endeavours 
a re no t a lways a i m e d a t p u t t i n g an end t o m a r k e t shor tages. 

A t t he Research I n s t i t u t e o f I n d u s t r i a l Economics o f the H u n g a r i a n A c a d e m y o f 
Sc iences, research a c t i v i t i e s conce rned w i t h p rob lems of m a t e r i a l s m a n a g e m e n t 
have been ca r r i ed o u t since 1986. These have been w i t h i n the f r a m e w o r k o f the 
r e s e a r c h theme " E c o n o m i c cond i t i ons in i ndus t r y w h i c h s t i m u l a t e m a t e r i a l - s a v i n g 
p l ann ing , p roduc t i on and u t i l i z a t i o n " . The present s tudy discusses a f e w essen t ia l 
aspec ts of i ndus t r i a l en te rp r i ses on t h e basis o f the resu l ts o b t a i n e d in e m p i r i c a l 
r e s e a r c h ca r r i ed on in entepr ises o f t h e m e t a l l u r g y , eng inee r i ng and bu i l d i ng i n -
d u s t r i e s . Of the a c t i v i t i e s i nvo l v i ng m a t e r i a l s management our paper m a i n l y c o n -
ce rns those i n t e r r e l a t i o n s h i p s wh i ch e x e r t a dec is ive i n f l uenc e on e n t e r p r i s e i nven -
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t o r i e s and w h i c h a re o f a d e t e r m i n i n g s i g n i f i c a n c e f r o m the v i e w p o i n t o f a d j u s t -
m e n t t o supply and demand . I t does no t i n v e s t i g a t e t he m a t e r i a l s m a n a g e m e n t as-
pec ts o f the d e v e l o p m e n t o f new p roduc t s and the r e l a t e d consequences fo r i n v e n -
t o r i es ; r a t h e r , i t is c o n f i n e d bas i ca l l y t o the m a t e r i a l s m a n a g e m e n t a c t i v i t i e s r e -
l a t e d t o c u r r e n t p r o d u c t i o n . Part 1 exp la ins processes, c e r t a i n m a j o r c h a r a c t e r i s t i c s 
and the p rob lems of the p lann ing o f m a t e r i a l s tocks , o f a c q u i s i t i o n , o f p r o d u c t i o n 
p lann ing and i n v e n t o r y m a n a g e m e n t . Part 2 descr ibes the c h a r a c t e r i s t i c s o f t he 
q u a n t i t y - and t i m e - s p e c i f i c i n t e r r e l a t i o n s of the m a t e r i a l s supply and i n v e n t o r y 
u t i l i z a t i o n o f the en te rp r i ses . Part 3 discusses the p rob lems of resource e v a l u a t i o n 
and r e g u l a t i o n w h i c h impede the s i g n i f i c a n t r a t i o n a l i z a t i o n o f m a t e r i a l s u t i l i z a t i o n . 
The s tudy c loses w i t h a f ew conc lud ing r e m a r k s . 

1. The Process o f Mater ia ls Management in the Pract ice of 
Hungarian Industrial Enterprises 

M a t e r i a l s m a n a g e m e n t , w h e t h e r o f the t r a d i t i o n a l t ype or the so -ca l l ed i n t e g r a t e d 
m a t e r i a l s m a n a g e m e n t , has to p e r f o r m a la rge number o f i n t e r - c o n n e c t e d a c t i v i t i e s 
b u i l t , t o a c e r t a i n e x t e n t , one upon the o t h e r . A l t h o u g h the i r o r g a n i z a t i o n a l p l a c e -
m e n t and the me thods app l ied in t h e i r r e a l i z a t i o n may s i g n i f i c a n t l y d i f f e r f r o m 
one e n t e r p r i s e t o ano the r , t he m a j o r a c t i v i t i e s o f m a t e r i a l s m a n a g e m e n t a re r o u g h -
ly i d e n t i c a l . 2 The e f f i c i e n c y o f t he e n t e r p r i s e is i n f l u e n c e d by the way in w h i c h 
the i n d i v i d u a l a c t i v i t i e s o f m a t e r i a l s m a n a g e m e n t a re rea l i zed , how these a c t i v i -
t i es a re t i e d t o one ano the r , and wha t the i n f o r m a t i o n f l o w is l i ke w i t h i n the e n -
t e r p r i s e . H o w e v e r , the e f f i c i e n c y and the methods app l ied are - the e n t e r p r i s e b e -
ing an open sys tem - also g r e a t l y dependent on the e x t e r n a l e n v i r o n m e n t . 

As we have a l r eady m e n t i o n e d in the i n t r o d u c t i o n , Part 1 is on ly conce rned w i t h 
a f e w a c t i v i t i e s o f m a t e r i a l s m a n a g e m e n t in Hunga r i an i ndus t r i a l en te rp r i ses , a l ong 
w i t h some p rob lems of the p lann ing o f m a t e r i a l s r e q u i r e m e n t , o f s t o c k - b u i l d i n g , o f 
p r o d u c t i o n p lann ing and o f i n v e n t o r y m a n a g e m e n t . H o w e v e r , i t appears t o be e x -
ped ien t t o say, by way o f i n t r o d u c t i o n , a f e w words about t he o r g a n i z a t i o n o f e n -
t e r p r i s e m a t e r i a l s m a n a g e m e n t . 

In the p r a c t i c e o f Hungar ian i n d u s t r i a l en te rp r i ses , p a r t o f the a c t i v i t i e s o f m a -
t e r i a l s supply is genera l l y handled d i r e c t l y by the purchas ing o r g a n i z a t i o n o f t h e 
e n t e r p r i s e - n a m e l y , t he materials supply department. This d e p a r t m e n t p e r f o r m s a 
dec is ive p a r t i n d o m e s t i c a c q u i s i t i o n and in the q u a n t i t a t i v e c o n t r o l o f m a t e r i a l s . 
I t a lso d i r e c t s warehous ing , manages the r e l a t e d t r a n s p o r t and m a t e r i a l s h a n d l i n g 
a c t i v i t i e s , occas iona l l y p e r f o r m s the r e c o r d i n g o f m a t e r i a l s , and takes care o f p a r t 
o f the s tock o f m a t e r i a l s . The o t h e r a c t i v i t i e s o f m a t e r i a l s m a n a g e m e n t a re t i e d 
t o the o r g a n i z a t i o n o f acqu i s i t i on t o a lesser e x t e n t . The d i r e c t r espons ib i l i t y o f 
the m a t e r i a l s supply d e p a r t m e n t g e n e r a l l y covers those m a t e r i a l s whose u t i l i z a t i o n 
is r e l a t i v e l y con t i nuous (e.g. a u x i l i a r y m a t e r i a l s , c e r t a i n basic m a t e r i a l s and some-
t i m e s fue ls ) . Users w i t h i n t he e n t e r p r i s e need no t r e p o r t t h e i r demand fo r these 
m a t e r i a l s t o t he m a t e r i a l s supply d e p a r t m e n t ; t he d e p a r t m e n t dec ides on t h e i r use 
i ndependen t l y by t a k i n g i n t o accoun t the supply and i nven to r y a l l o c a t i o n l a i d d o w n 
fo r t h e m . The less con t i nuous ly , but f r e q u e n t l y used m a t e r i a l s and c o m p o n e n t s 

2 A possible grouping of these basic activities is as follows: forecasting and market ana-
lysis, the activities of technical preparation, production planning and the programming re-
lated to materials management, supply, materials distribution system within the enter-
prise, inventory control, inventory evaluation, materials handling, transport and distri-
bution. 
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- espec ia l l y the m o r e s p e c i f i c ones - must be c l a i m e d by the users t hemse lves f r o m 
t h e m a t e r i a l s supply d e p a r t m e n t . The d e p a r t m e n t dec ides w h e t h e r the e x i s t i n g in -
v e n t o r y o f the e n t e r p r i s e covers the demand , or w h e t h e r i t has t o s t a r t a new 
a c q u i s i t i o n process. The respons ib i l i t y fo r t he i n v e n t o r i e s o f these m a t e r i a l s is no 
l onge r born by t he m a t e r i a l s supply d e p a r t m e n t , bu t by the r e s p e c t i v e f a c t o r y un i t s 
or by the f u n c t i o n a l o r g a n i z a t i o n s (e.g. the p l a n t m a i n t e n a n c e sec t i on ) . 

In o rder t o avo id excess ive en te rp r i se i n v e n t o r i e s , i d le s tocks , shor tages o f m a -
t e r i a l s and the r e l a t e d p r o d u c t i o n h i t ches and losses i t is i m p o r t a n t f o r the o p e r a -
t i v e i n v e n t o r y m a n a g e m e n t and the a c q u i s i t i o n d e p a r t m e n t t o know when and how 
e x a c t i n f o r m a t i o n abou t t he demand fo r m a t e r i a l s w i l l be made ava i l ab le t o t h e m . 

One of f i r s t i t e m s o f i n f o r m a t i o n abou t t he demand for materials is f u rn i shed by 
t h e annua l p r o d u c t i o n p lan . I t con ta ins , a l ong w i t h agg rega te da ta , e s t i m a t e s con -
c e r n i n g the m a t e r i a l needs o f the m o r e i m p o r t a n t groups of m a t e r i a l s used in 
l a r g e r vo l ume and a lso env isaged and p lanned by t h e c e n t r a l e c o n o m i c m a n a g e m e n t 
(e .g . fo r c e r t a i n m a t e r i a l s o f fe r rous m e t a l l u r g y ) . The annua l p r o d u c t i o n p lan is 
usually divided into four equal temporal quarters based on the o rders p rev ious l y 
p l a c e d , on l o n g - t e r m c o n t r a c t s , on d e m a n d surveys c a r r i e d ou t in the case o f 
l a r g e r buyers and on past d a t a . Tak ing i n t o a c c o u n t t he f o r e c a s t s o f the p lan and 
t h e u t i l i z a t i o n in e a r l i e r years, annual s k e l e t o n c o n t r a c t s a re conc luded w i t h do-
m e s t i c p roducers and s o c i a l i s t suppl iers r e g a r d i n g the d e l i v e r y o f c e r t a i n basic m a -
t e r i a l s and p roduc t g roups. The sys tem o f ske le ton c o n t r a c t s p rov ides a f o r m o f 
s e c u r i t y f o r the e n t e r p r i s e s c a r r y i n g on a m o r e homogeneous p r o d u c t i o n , and whe re 
t h e q u a n t i t y and schedu l i ng of m a t e r i a l s u t i l i z a t i o n can be f o r e c a s t m o r e eas i ly 
and m o r e re l i ab l y f o r the long run. 

In Hungar ian i n d u s t r y , p r o d u c t i o n fo r i n v e n t o r y purposes is r e l a t i v e l y r e s t r i c t e d , 
and m a n u f a c t u r i n g is m o s t l y c a r r i e d ou t a c c o r d i n g t o o rders . I t is genera l d o m e s t i c 
p r a c t i c e , espec ia l l y in m e t a l l u r g y and eng inee r i ng , t h a t the suppliers acknowledge 
the orders only for quarterly deliveries; t h a t is, t hey r e c o g n i z e the f i r s t , second, 
t h i r d and f o u r t h q u a r t e r s as de l i ve ry t i m e s . The schedu l ing o f d e l i v e r y w i t h i n a 
g i v e n qua r t e r depends on the supp l ie r ; in a d d i t i o n , the supp l ie r also reserves the 
r i g h t o f p r e l i m i n a r y d e l i v e r y . A l l th is means a c e r t a i n security and a g r e a t e r m a -
n o e u v r a b i l i t y for the deliverer. A t the same t i m e i t keeps t h e buyer in uncertainty. 
For e x a m p l e , he has t o p lace the order f o r the m a t e r i a l needed fo r a g i ven c o m -
m o d i t y to be m a n u f a c t u r e d in the 2nd m o n t h o f the 4 t h q u a r t e r 4 mon ths b e f o r e 
t h e 3 rd qua r te r - t h a t is, about 5 mon ths b e f o r e p r o d u c t i o n and 3 and a ha l f 
m o n t h s b e f o r e the beg inn ing o f the q u a r t e r . Th is is in o rder t o increase the p roba -
b i l i t y t h a t i t w i l l a r r i v e . The de ta i l ed q u a r t e r l y p r o d u c t i o n p r o g r a m m e based on 
o r d e r s is mos t u n l i k e l y t o be ready a t such an ea r l y da te . This is e i t h e r because no 
o r d e r s have ye t a r r i v e d f r o m the buyers , or because the t e c h n i c a l p r e p a r a t i o n is 
s t i l l go ing on. The f a c t o r y un i ts , howeve r , have t o s ignal t h e i r need fo r m a t e r i a l s 
t o the purchaser - the m a t e r i a l s supply d e p a r t m e n t - a t a t i m e when the p l an t 
u n i t s are on ly p a r t l y i n f o r m e d about t he p r o d u c t i o n p r o g r a m m e and cbou t t h e i r 
c o n c r e t e tasks. The statement of the material needs for all these is based prima-
rily on the utilization of previous periods (i.e. of quarters). Thus acquisition of ten 
greatly differs from c o n c r e t e needs. It is an unavoidable consequence that super-
fluous materials are also ordered, while others are not, or at least not in the ne-
cessary quantity. 

When the q u a r t e r l y production programme is d r a w n up, p r o d u c t i o n m a n a g e m e n t 
and the m a t e r i a l s supply d e p a r t m e n t e x a m i n e whe the r the m a t e r i a l s needed fo r 
p r o d u c t i o n are in s to re , or t he i r supply can be reckoned w i t h in face o f the o rde rs 
a l r e a d y p laced . On the basis o f th is i n v e s t i g a t i o n a so -ca l l ed list of wants is c o m -
p i l e d . In the know ledge o f c o n c r e t e demands the m a t e r i a l s supply d e p a r t m e n t has 
t h e task, on the one hand, o f annu l l ing or m o d i f y i n g super f luous orders . Th is is no t 
a l w a y s possible because i t may occur t h a t t h e m a t e r i a l conce rned has a l r eady a r -
r i v e d by t h a t t i m e . On the o the r hand, a t t e m p t s mus t be made t o secure the m a t e -
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r i a l s s t i l l m iss ing a c c o r d i n g t o the l i s t o f w a n t s . Somet imes i t is s u f f i c i e n t t o urge 
de layed d e l i v e r y . H o w e v e r , i t is o f t e n necessa ry t o p lace new o rde rs because the 
q u a n t i t y o f the m a t e r i a l i n s t o c k , or e x p e c t e d t o a r r i v e , is no t s u f f i c i e n t . Yet, o w -
ing to the low finished-goods level and to the scarce supply of distributive enter-
prises, it cannot be guaranteed that the material for which the orders were placed 
will arrive in time, and t h a t t he p roduc t t o be m a n u f a c t u r e d can be d e l i v e r e d by 
t he t i m e s t i p u l a t e d in the c o n t r a c t . V e r y o f t e n the pa r tne r e n t e r p r i s e is unab le t o 
f i t such 'de layed ' demands in i t s p r o d u c t i o n p r o g r a m m e . This is due t o t e c h n i c a l 
c o n s t r a i n t s , m a t e r i a l shor tages and o the r cons ide ra t i ons . S o m e t i m e s , h o w e v e r , the 
supp l ie r exerc ises g o o d w i l l t owa rds the u r g e n t demand of one o f i t s m o r e i m p o r t a n t 
buyers , and sa t i s f i es i t even f r o m the c o n s i g n m e n t m a n u f a c t u r e d t o t h e o r d e r o f 
a n o t h e r buyer ; thus i t is even o c c a s i o n a l l y ready t o t a k e r e s p o n s i b i l i t y f o r 
t he de lay and the i n f r i n g e m e n t o f ano the r c o n t r a c t . In some cases, such dec is ions 
are t a k e n not m e r e l y in t h e d i r e c t i n t e r e s t of the supp l ie r , bu t because o f the 
pressure o f c e n t r a l e c o n o m i c m a n a g e m e n t . Th is is espec ia l ly the case i f the buyer 
can p r o v e w i t h d o c u m e n t s t h a t , due t o a lack o f m a t e r i a l , he is unab le t o p e r f o r m 
a c o m m i s s i o n r e l a t e d t o a p r i o r i t y o f e c o n o m i c po l i cy (e.g. an i m p o r t a n t e x p o r t 
dea l ) . In th i s case, the suppl ier o f t e n t r i e s t o o b t a i n some a d v a n t a g e e i t h e r f r o m 
the buyer h imse l f o r , w h a t is m o r e t y p i c a l , f r o m e c o n o m i c m a n a g e m e n t . 

In secur ing m a t e r i a l s needed f o r the p r o d u c t i o n p r o g r a m m e persona l connec t i ons 
a lso have a r o l e t o p lay , bu t these are e x c l u s i v e l y connec t ions b e t w e e n the supp l ie r 
and t h e buye r . I t is a p e c u l i a r , but no t i n f r e q u e n t f o r m o f secu r ing m a t e r i a l s t h a t 
the m a t e r i a l s supply d e p a r t m e n t t r i e s t o ' h u n t ' fo r the bad ly needed m a t e r i a l no t 
f r o m the m a n u f a c t u r e r or t r a d e , bu t f r o m ano the r user who happens t o have i t 
a v a i l a b l e as id le s t o c k . 

The a v a i l a b i l i t y o f m a t e r i a l s , t h e i r d e l i v e r i e s and shor tages have t o be c ross-
c h e c k e d a lmos t con t i nuous l y b e t w e e n the m a t e r i a l s supply d e p a r t m e n t and p roduc -
t i o n m a n a g e m e n t . Th is is also the case in t h e course of s h o r t - t i m e , da i l y p ro -
g r a m m i n g . The observance even of long-term supplies is not guaranteed in each 
case. M o r e o v e r , i t a lso occurs t h a t t he supp l i e r de l i ve rs less t h a n the q u a n t i t y l a i d 
d o w n in t he c o n t r a c t , and q u a l i t y c o m p l a i n t s a r e also f r e q u e n t . The prompt settle-
ment of complaints and the possibility of exchange are also limited by the invento-
ry level of finished products. H o w e v e r , even exchange does no t a l w a y s mean a so lu -
t i o n , s ince some of the q u a l i t y d e f e c t s a re c o n n e c t e d w i t h the q u a l i t y o f the m a t e -
r ia l s used and w i t h t he o u t d a t e d c h a r a t e r o f t he m a n u f a c t u r i n g e q u i p m e n t and the 
l e v e l o f t echno logy . These defects cannot be removed by legal sanctions or penal-
ties. Under the g i v e n c i r c u m s t a n c e s , the w o r k o f t he m a t e r i a l s supply d e p a r t m e n t 
is c o n f i n e d t o such o p e r a t i v e , f i r e - f i g h t i n g a c t i v i t i e s as the u r g i n g o f d e l i v e r i e s . 
I t a lso has t o make ava i l ab le , in one way or a n o t h e r , the m a t e r i a l s needed; 3 some-
t i m e s even the h igher leve ls o f e n t e r p r i s e m a n a g e m e n t are c o m p e l l e d to i n t e r f e r e 
by e x e r c i s i n g t h e i r a u t h o r i t y t o g ive emphas is t o t he i m p o r t a n c e o f the demand 
f o r t h e g i ven m a t e r i a l . Not un l i ke m a t e r i a l s supply , the a c t i v i t y o f p r o d u c t i o n 
m a n a g e m e n t is also usua l ly c o n f i n e d t o the s o l u t i o n o f da i l y p r o b l e m s . T h e r e f o r e , 
production takes place largely according to the availability and the actual delivery 
of the materials, and does no t a lways m e e t t h e buyers ' deadl ine f o r d e l i v e r i e s . 

The p r o c u r e m e n t cond i t i ons , the long w a i t i n g per iods fo r suppl ies and the g r e a t 
u n c e r t a i n t y o f d e l i v e r y c o m p e l the e n t e r p r i s e s t o keep a h igh i n v e n t o r y l eve l o f 
m a t e r i a l s . But a long w i t h the e x t e r n a l c i r c u m s t a n c e s , the r e g u l a t i o n , the e s t a b -

3 It must be noted that factors are also involved in this, such as following: In the deci-
sions related to the acceptance of incoming orders and to the delivery times, the supply-
ing date and the inventory level are not always taken into account. The opinions and pro-
posals of the materials supply department are often ignored, or not accepted. However, 
such opinions are - primarily in the case of exports - important when references to mar-
ket competition are taken into account. 
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l i shed order and the me thods o f inventory management w i t h i n the en te r p r i s e a lso 
c o n t r i b u t e t o t h e f a c t t h a t the e c o n o m i c c o n s i d e r a t i o n o f m i n i m i z i n g i n v e n t o r i e s 
( m a t e r i a l s tocks) is pushed i n t o the backg round . 

En te rp r i se m a n a g e m e n t inc ludes in i t s annua l p lan an a g g r e g a t e i n v e n t o r y l e v e l 
f o r t he i nd i v idua l p r o d u c t i o n and f u n c t i o n a l u n i t s . I t is t he e n t e r p r i s e i n v e n t o r y es-
t i m a t e t h a t is b r o k e n d o w n to i n v e n t o r y e l e m e n t s , t o p r o d u c t i v e un i ts and to i n v e n -
t o r y execu t i ves . The e n t e r p r i s e m a n a g e m e n t can t h e n 'size up' i t s t a r g e t f i gu res by 
a bas ic me thod ( t a k i n g i n t o accoun t t he u t i l i z a t i o n and id le s tocks o f the p r e v i o u s 
years and qua r te r s ) i n v o l v i n g a ser ies o f ba rga in ings w i t h i n t he en te rp r i se . Th is is 
i n such a way t h a t t h e d e t e r m i n e d (des i rab le) e n t e r p r i s e i n v e n t o r y leve l shou ld n o t 
be t ransgressed. In setting the enterprise and factory-unit inventory levels it is in-
variably a basic principle that the inventory turnover, i.e. the ratio of the average 
stock level to material utilization, should not deteriorate; also, if possible it should 
improve to a minimum extent, as t he l eve l and d e v e l o p m e n t o f s tocks is an i m p o r -
t a n t c r i t e r i o n o f t h e assessment o f e n t e r p r i s e s by c e n t r a l e c o n o m i c m a n a g e m e n t . 
Due t o the f a c t t h a t t h e r e p r e s e n t a t i v e s o f e c o n o m i c and f i n a n c i a l m a n a g e m e n t 
a r e unable t o q u a l i f y e x a c t l y the m a t e r i a l s and i n v e n t o r y managemen t o f the i n -
d i v i d u a l en te rp r i ses , t h e y usual ly c o m p a r e t h e i r f i nd ings t o e a r l i e r per iods, or p e r -
haps to o ther e n t e r p r i s e s o f a s i m i l a r m a n u f a c t u r i n g p r o f i l e . 

I t is, howeve r , a ser ious p r o b l e m o f the d e v e l o p m e n t o f an aggrega te i n v e n t o r y 
l e v e l t ha t r e l i a n c e on the data o f p rev ious per iods i n v o l v e s t he assumpt ion t h a t 
m a t e r i a l s m a n a g e m e n t and, w i t h i n i t , i n v e n t o r y m a n a g e m e n t f u l f i l t he i r task o p -
t i m a l l y and thus no changes are necessary . In f a c t i f m a r k e t c o m p e t i t i o n is w e a k , 
a practice of wasting may also be pursued at the given inventory level and turn-
over; this, compared with earlier periods, may perpetuate the situation for years. 

I t is ano ther se r ious p r o b l e m t h a t r a t h e r rough me thods a re app l ied in t he cou rse 
o f ope ra t i ve a c t i v i t i e s . The re is usua l ly a lack o f f e e d b a c k a p p r o p r i a t e f o r m a k i n g 
dec is ions about w h e t h e r the s tock leve ls set fo r t he i n d i v i d u a l f a c t o r y un i t s a r e 
j u s t i f i e d or no t by t h e needs o f p r o d u c t i o n . Individual norms set for the various 
materials and compulsory stock levels - which might be a kind of feedback - are 
rarely applied in s t o c k r e g u l a t i o n . They a re m o s t l y used in en te rp r i ses c a r r y i n g on 
homogeneous p r o d u c t i o n and, m o r e e x a c t l y , in t he case o f m a t e r i a l s used c o n t i n u -
a l l y , i nd i v idua l s t ock n o r m s based on an ana lys is o f t he u t i l i z a t i o n and supply t i m e s 
a p p l i e d in e a r l i e r p e r i o d s a re usua l ly no t se t . R e l i a n c e is g e n e r a l l y p laced on l y on 
r o u t i n e e s t i m a t e s ; t h u s , f o r e x a m p l e , f o r t he p r o d u c t s f r o m supply p lan ts A and В 
3 and 4 months o f p r o d u c t i o n t i m e , r e s p e c t i v e l y , can be r e c k o n e d w i t h - th i s means 
t h a t i t is e x p e d i e n t t o s to re a s tock c o v e r i n g a p r o d u c t i o n run o f about 3 t o 4 
m o n t h s . A s o m e w h a t b e t t e r p r a c t i c e is app l i ed e l sewhe re . A compu lso ry a g g r e g a t e 
s tock l eve l and t u r n o v e r t i m e a re used f o r seve ra l g roups o f m a t e r i a l s ( fo r e x a m -
p le f o r f ine and r o u g h p la tes , una l l oyed p la tes , e t c . ) and f o r so -ca l l ed s t a n d a r d i z e d 
p r o d u c t s ( fo r e x a m p l e s t e e l p la tes ) . The sum o f the s tock leve ls o f these s t a n d a r d -
i z e d i t ems co r responds t o t he s tock l eve l a l l o c a t e d t o the en te rp r i se or t o t he 
p l a n t un i t . In o p e r a t i v e s tock m a n a g e m e n t , e f f o r t s a re m a d e t o opera te w i t h t h e 
s t o c k s o f c e r t a i n m a t e r i a l s in such a way t h a t the n o r m ser ies does not t ransg ress 
t h e aggrega te f o r e c a s t s f o r s tock l i m i t s . Th is m e t h o d p rov ides a d e f i n i t e s o l u t i o n 
in t he case o f e n t e r p r i s e s w i t h a w i d e a s s o r t m e n t o f m a t e r i a l s , but i t is s u i t a b l e 
on l y fo r the l o c a l i z a t i o n o f g l a r i ng d i sp ropo r t i ons and fo r t h e p e r c e p t i o n o f the a b -
r u p t s tock changes o f m a t e r i a l s w h i c h c o n s t i t u t e a s i g n i f i c a n t share in s tocks . C o n -
s i de r i ng t h a t t h e s tock no rms set by t he i n d i v i d u a l g roups o f m a t e r i a l s a re a lso 
es tab l i shed by s i m i l a r i nd i ca to r s f r o m e a r l i e r per iods , (and acco rd ing to t he r u l e 
" i t should not b e c o m e worse , b u t , i f poss ib le, i t shou ld b e c o m e a b i t b e t t e r " ) , t h e 
c r i t i q u e exe rc i sed i n the case o f t he agg rega te s tock l e v e l is j u s t i f i e d he re , t o o : 
t h i s so lu t ion does n o t s t i m u l a t e the i n d i v i d u a l p r o d u c t i v e un i t s t o exp lo re poss ib i -
l i t i e s fo r sav ing. This group of materials, or the basis approach which often extends 
to the depth of the individual materials, also contributes to invariability, and to 
the constant reproduction of the asymmetry of enterprise stocks w i t h r ega rd t o t h e 
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a b o v e - m e n t i o n e d d i s t r i b u t i o n , i .e . the d i sp ropo r t i on b e t w e e n the s tocks of bas ic 
m a t e r i a l s and f i n i shed p r o d u c t s . 

The range of m e t h o d s app l i ed in s tock m a n a g e m e n t is cons t ra i ned , on t he one 
hand, by the a v a i l a b i l i t y o f the d a t a w h i c h r e f e r t o m a t e r i a l r e q u i r e m e n t s . On the 
o t h e r hand, the a p p l i c a b l e me thods also depend on e n v i r o n m e n t a l and pu rchas ing 
c o n d i t i o n s . 

The s i g n i f i c a n t u n c e r t a i n t y o f purchas ing cond i t i ons , and the p e r i o d i c a l and long 
w a i t i n g per iods fo r supp l ies in s tock m a n a g e m e n t - as is t he case w i t h m a t e r i a l 
needs - make i t poss ib le t o app ly on ly rough me thods . W i t h the g iven a c q u i s i t i o n 
cond i t i ons , i t is p r i m a r i l y the so -ca l l ed " p e r i o d i c s tock c o n t r o l p rocesses" 4 t h a t 
may be app l ied . In t h e case o f pe r i od i c s t o c k - c o n t r o l m e t h o d s , the g rea te r the un -
c e r t a i n t y and the longer t h e supply pe r iod , the m o r e adv i sab le t o keep a l a rge r 
s t o c k . H o w e v e r , i f t he l e n g t h o f the supply p e r i o d and the s ize o f the d e l i v e r e d 
q u a n t i t y are also u n c e r t a i n (wh i ch is a f u r t h e r f a c t o r i nc reas ing s tock) , and i f , i n 
a d d i t i o n , the e x p e c t e d m a t e r i a l s u t i l i z a t i o n can be s t a t e d on l y w i t h a degree o f 
p r o b a b i l i t y , t hen the e x p e d i e n t s tock s ize canno t be d e t e r m i n e d o the r t han by such 
expens ive and /o r i n t r i c a t e me thods whose a c c e p t a b l e p rec i s i on is e i t he r not w o r t h -
w h i l e or is imposs ib le t o app ly in p r a c t i c e . 

In a s i g n i f i c a n t n u m b e r o f Hungar ian en te rp r i ses the m a n y - s i d e d dependence o f 
t he c o n d i t i o n s o f s tock m a n a g e m e n t on e x t e r n a l e n v i r o n m e n t a l f a c t o r s is i nd i spu ta -
b le . H o w e v e r , at the m o m e n t t he e x t e r n a l f a c t o r s too o f t e n c o n s t i t u t e a r e f e r e n c e 
basis, and the en te rp r i ses do no t a lways endeavour t o make use o f the poss ib i l i t i es 
f o r r a t i o n a l i z a t i o n in t he e x i s t i n g s tock reserves and the r e l a t e d m a t e r i a l s m a n -
age m e n t . 

2. Some Quant i ty and T i m e Relationships of Mater ia ls Acquisit ion, 
Mater ia ls U t i l i za t ion and Stock-Building 

In the course of our i n v e s t i g a t i o n s we have analysed, on the basis o f 4 m e t a l l u r g i -
ca l and 11 eng ineer ing en te rp r i ses , 6 how the scope o f t he en te rp r i se m a t e r i a l s 
supply po l i c y deve loped in t h e f i r s t ha l f o f the e igh t i es , and how i t i n f l uenced m a -
t e r i a l s managemen t and t h e s ize o f the s tocks o f en te rp r i ses . 

In our analys is we have f i r s t t r i e d t o f i n d ou t t he e x t e n t t o w h i c h the interre-
lated proportions of the main acquisition sources have changed. Such an i n v e s t i g a -
t i o n is j u s t i f i e d , a long w i t h the a l ready m e n t i o n e d d i f f e r e n c e s o f the i nd i v i dua l 
m a i n acqu i s i t i on poss ib i l i t i es , p r i m a r i l y by the g r e a t d i f f i c u l t y in d i scover ing the 
r e s u l t a n t pressures upon the en te rp r i ses . Such pressures, o f course , come f r o m d i f -
f e r e n t d i r e c t i o n s . Thus, a m o n g o t h e r t h i ngs the va r i ous f i n a n c i a l r e s t r i c t i o n s , such 
as t he ' ha rden ing ' of t h e m o n e t a r y e n v i r o n m e n t c o m p a r e d t o t he prev ious s ta te o f 
a f f a i r s , a re supposed t o s t r eng then the s e n s i t i v i t y o f the e n t e r p r i s e s to the m o v e -
m e n t o f costs and p r i c e s . A t the same t i m e the s tead i l y i nc reas ing d i r e c t gove rn -
m e n t i n t e r v e n t i o n s in c o m m o d i t y t u r n o v e r , i m p o r t e c o n o m y and e x p o r t s t i m u l a t i o n 
a re l i k e l y t o r e t a r d t he s t r e n g t h e n i n g o f t he r o l e o f p r i c e s igna ls . 

On the basis o f t he d a t a r e c e i v e d f r o m the en te rp r i ses i t was possible t o asce r -
t a i n t h a t the ratios of the main procurement sources - and within them also the 
proportions of the concrete suppliers In general - showed a great stability in the 
majority of the enterprises in the period under review, a l t h o u g h s i g n i f i c a n t d i f f e r -

4 For the various stock control processes see [11] and [15]. 
5 The tables in the text signify metallurgical enterprises by the codes K1 ... K4, and en-

terprises of the engineering industry by the codes Gl, G2, ... Gil. 
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e n c e s con t inue t o e x i s t in the c h a r a c t e r i s t i c s of the va r ious supply se rv i ces . A t 
t h e same t i m e , these c h a r a c t e r i s t i c s o c c a s i o n a l l y i l l u s t r a t e d c e r t a i n s i m i l a r i t i e s : 
t h u s , f o r examp le , t h e p r i c e o f m a t e r i a l s i m p o r t e d f r o m some c a p i t a l i s t c o u n t r i e s 
rose s i g n i f i c a n t l y , a n d the w a i t i n g t i m e f o r t he i r a r r i v a l b e c a m e l onge r . In con -
t r a s t , some of t he d o m e s t i c en te rp r i ses e x p e r i e n c e d a n a r r o w i n g o f t h e i r i n t e r n a l 
and e x t e r n a l m a r k e t s , y e t they m a n a g e d t o i m p r o v e the q u a l i t y o f t h e i r p roduc t s 
and gave more c o n s i d e r a t i o n t o the w ishes o f t he i r buyers . N e v e r t h e l e s s , the na r -
r o w i n g o f m a r k e t o p p o r t u n i t i e s causes s t r i c t l i m i t a t i o n s such as e x p o r t c o n s t r a i n t , 
t h e r e d u c t i o n o f p r o d u c t i o n c a p a c i t i e s , t he p e r p e t u a t i o n obso le te t echno logy and 
s o m e t i m e s the poor q u a l i t y o f the m a t e r i a l s de l i ve red . 

The r e l a t i v e p e r m a n e n c e e x p e r i e n c e d in acqu is i t i ons is bas i ca l l y c o n n e c t e d w i t h 
t h e f a c t t h a t the supplying capacity of the individual channels has not increased 
significantly. Also, the monopoly position of suppliers, the restricted import pos-
sibilities, and the 'defenceless' position of the buyers have remained unchanged in 
relation to most products. Howeve r , i n t hose cases when the p r o d u c t i o n c a p a c i t y o f 
t h e d o m e s t i c supp l ie r has made i t poss ib le t o deve lop a l a rge r t h a n usual s tock o f 
f i n i s h e d goods (e.g. i n t he case o f c e r t a i n en te rp r i ses o f m e t a l l u r g y ) , and thus i m -
p r o v e d the schedu l ing o f de l i ve r ies and t h e a d j u s t m e n t o f sales i t e m s t o the buy -
e r s ' demands, t h e n t h e h igh costs o f f i n a n c i n g the s tocks o f f i n i s h e d goods (costs 
w h i c h are not r e a l i z a b l e in se l l ing p r i ces ) , and perhaps the r e l a t e d s to rage p rob -
l e m s , may cause d i f f i c u l t i e s . 

A f t e r mak ing an ana lys is o f the v a r i o u s supply channels we i n v e s t i g a t e d the e x -
t e n t t o wh i ch the s t r u c t u r e of m a t e r i a l s c o n s u m p t i o n (by species o f m a t e r i a l ) had 
changed , as w e l l as t h e f a c t o r s c o n t r i b u t i n g t o the changes. As is c o m m o n l y known , 
u t i l i z a t i o n is i n f l u e n c e d by var ious f a c t o r s , such as: the p r o d u c t i v e c a p a c i t i e s and 
t h e techno logy o f t he user , the c o n s t r u c t i o n o f his p roduc ts , the p r o p o r t i o n s o f the 
o u t p u t as d e t e r m i n e d by the demand , t he v a r i e t i e s o f m a t e r i a l w h i c h can be 
a c q u i r e d , and the c o n d i t i o n s o f such a c q u i s i t i o n . 

The analyses o f the en te rp r i ses under r e v i e w have p r o v i d e d ev idence w h i c h 
shows t h a t the f a c t o r s r e l a t e d to m a t e r i a l s supply ( i .e. the p o s s i b i l i t y o f acqu i s i -
t i o n ) e x e r t a s t r o n g i m p a c t on s h o r t - t e r m p r o d u c t i o n p r o g r a m m e s . I f c e r t a i n supply 
sources are b l o c k e d f o r a longer p e r i o d , t h e n the en te r p r i s e o f t e n a t t e m p t s t o p ro -
duce c o n s t r u c t i o n s i n la rge q u a n t i t i e s , w h i c h u t i l i z e such m a t e r i a l s and componen ts 
as can be ensured w i t h a g rea te r s e c u r i t y . Th is endeavour is a lso s t r eng thened -
o v e r and above s e c u r i n g the a p p r o p r i a t e l e v e l o f p r o d u c t i o n c a p a c i t y - by an in -
t e r e s t in m a i n t a i n i n g a r e l a t i v e l y e v e n l y scheduled o u t p u t and a lso in ensur ing an 
a p p r o p r i a t e size o f p r i c e incomes. 

Our i nves t i ga t i ons showed t h a t a g r e a t e r t han average change in t he s t r u c t u r e 
o f m a t e r i a l c o n s u m p t i o n cou ld e s p e c i a l l y be found in the s m a l l e r en te rp r i ses or in 
t hose c a r r y i n g on i n d i v i d u a l or b a t c h p r o d u c t i o n . This was a lso t r u e fo r e l e c t r o n i c 
and m a c h i n e - t o o l m a n u f a c t u r i n g e n t e r p r i s e s c h a r a c t e r i z e d by f a s t p r o d u c t i o n and 
by fas t componen t exchange . H o w e v e r , i t is no t be ing suggested he re t h a t in en-
t e r p r i s e s w i t h a less t h a n average change in m a t e r i a l c o n s u m p t i o n s t r u c t u r e the 
change in p roduc t s t r u c t u r e and p r o d u c t c o n s t r u c t i o n is necessar i l y s lower c o m -
p a r e d w i t h the f o r m e r g roup . Th is is because the la rge and, under Hunga r i an c i r -
cums tances , even t h e g i an t e n t e r p r i s e s f o u n d i t eas ier t h a n those be long ing t o the 
f o r m e r group t o m a k e themse lves i n d e p e n d e n t o f e x t e r n a l c o n d i t i o n s in th i s f i e l d , 
t o o . For e x a m p l e , i t was found t h a t i n seve ra l m e t a l l u r g i c a l en te rp r i ses , t he r a t i o 
o f p roduc ts t h a t have passed the second, t h i r d and f o u r t h phases o f t he v e r t i c a l 
s e t - u p o f p rocess ing was s i g n i f i c a n t l y g r e a t e r - a f a c t w h i c h suggests a h igh degree 
o f s e l f - s u f f i c i e n c y and a h igh p rocess ing l e v e l o f b y - p r o d u c t s . The la rge en te rp r i ses 
o f t he eng inee r i ng i n d u s t r y also have , as a r u l e , a number o f p l an t s ( f ound ry , m a -
c h i n e - t o o l m a n u f a c t u r i n g , e tc . ) w h i c h ensure a c e r t a i n s e l f - s u f f i c i e n c y and a u t o -
n o m y . These f a c t o r s p r o t e c t the e n t e r p r i s e aga inst some o f t he un favou rab le e x -
t e r n a l (e.g. aga ins t q u a l i t y - r e l a t e d ) e f f e c t s . In the case o f endeavours a i m e d a t 
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s e l f - s u f f i c i e n c y , p r o f i t - and p r i c e - i n c o m e increas ing cons ide ra t i ons are , t o a c e r -
t a i n e x t e n t , pushed i n t o the background by cons ide ra t i ons a i m e d a t ensur ing t he 
c o n t i n u i t y of p r o d u c t i o n and the u t i l i z a t i o n o f c a p a c i t y . A t the same t i m e , the 
user is o f t e n c o m p e l l e d to pay for the surplus inputs i n c u r r e d - or a t least f o r a 
s i g n i f i c a n t p r o p o r t i o n o f t h e m - in t he p r i c e . 

In the case of metallurgical enterprises an average 94 per cent of the planned 
guantity of materials was received by the enterprises in 1982, which changed i n t o 
86 and 89 per cent in 1984 and 1986, respectively (Table 1). A t the same t i m e , t he 
q u a n t i t y o f annua l u t i l i z a t i o n - measured in n a t u r a l un i t s and aggrega ted a t e n t e r -
pr ise l eve l - d i f f e r e d to a r e l a t i v e l y i n s i g n i f i c a n t e x t e n t f r o m the q u a n t i t y o f the 
a c t u a l l y d e l i v e r e d m a t e r i a l s (Tab le 2). Thus in 1982 the u t i l i z a t i o n o f m a t e r i a l s was 
97.4 per cen t , and in 1984 - a year in w h i c h the re was a s i g n i f i c a n t f a l l in m a t e -
r i a l de l i ve r i es - 102.5 per c e n t . Thus suppl ies somewha t d e c l i n e d to 99.1 per c e n t 
in 1986. At the enterprises of the engineering industry the guantity of the actual 
consumption of materials differed from the guantity of the given annual deliveries 
to a substantially greater extent than in t h e case o f m e t a l l u r g i c a l en te rp r i ses . Th is 
was p a r t l y due t o the d e l i v e r y r e l a t i o n s h i p b e t w e e n m e t a l l u r g y and the eng inee r i ng 
i n d u s t r y . C e r t a i n l y the d i f f e r e n c e was m o r e than w o u l d have been e x p e c t e d in 
v i ew of the d i f f e r e n c e s be tween p lanned and a c t u a l d e l i v e r i e s . In some years , a t 
c e r t a i n en te rp r i ses , a c t u a l m a t e r i a l c o n s u m p t i o n o f t e n lagged behind annua l a c -
q u i s i t i o n by more t h a n 10 per cen t . On t h e o the r hand, t h e r e w e r e some en te rp r i ses 
in w h i c h annual m a t e r i a l consumpt ion surpassed the m a t e r i a l de l i ve r ies o f the 
g i ven year by m o r e than 10 per c e n t . Gene ra l l y i t can be s t a t e d t h a t the connec -
t i o n b e t w e e n the r a t i o o f the q u a n t i t a t i v e indices o f d e l i v e r y and m a t e r i a l c o n -
s u m p t i o n and the schedu l ing of m a t e r i a l de l i ve r i es is r a t h e r i n c i d e n t a l . 

The quantitative distribution, by month or by the quarter year, of the delivery 
of materials in metallurgical enterprises met expectations in 89 to 90 per cent o f 
t he cases, w h i l e en te rp r i ses r e c e i v e d 86 to 94 per cen t o f the o rde red q u a n t i t y o f 
m a t e r i a l s on average in the years under r e v i e w . Owing t o s i g n i f i c a n t d i f f e r e n c e s , 
an app rec iab le s p i l l - o v e r e f f e c t o f the i n p u t - r e l a t e d p r o b l e m s o f the m e t a l l u r g i c a l 
en te rp r i ses was e x e r t e d - t h rough the q u a n t i t a t i v e and schedu l ing c h a r a c t e r i s t i c s 
o f t h e i r ou tpu t - on t he users' p r o d u c t i o n and s t o c k - k e e p i n g c a p a c i t y . 

A c c o r d i n g t o our survey i t was a c o m m o n expe r ience t h a t less than t w o - t h i r d s or 
a h a l f o f the q u a n t i t y o f c e r t a i n basic m e t a l l u r g i c a l m a t e r i a l s o rde red was sent t o 
t he users in one yea r , in the enterprises of the engineering industry the quantita-
tive characteristics of the actual material deliveries deviated from the planned 
material deliveries in the case of about half of the species of materials to such 
an extent that they influenced the c o m p o s i t i o n and v o l u m e o f production and sales 
and the e f f i c i e n c y o f p r o d u c t i o n . Most o f t he s i g n i f i c a n t q u a n t i t a t i v e d e f i c i e n c i e s 
had n e g a t i v e consequences. Q u a n t i t a t i v e shor tage had a f a v o u r a b l e e f f e c t in the 
case o f bad ly e s t i m a t e d demand (and t h i s was no t a r a r i t y e i t h e r ! ) . Pos i t i ve conse-
quences we re ' s i gn i f i ed ' by the en te rp r i ses m o s t l y in those cases when m a t e r i a l s 
o f a ' b e t t e r ' t han usual q u a l i t y were r e c e i v e d in a la rger t h a n expec ted v o l u m e . 6 I t 
is c h a r a c t e r i s t i c t h a t mos t o f the nega t i ve consequences a re expe r ienced a t the 
sma l le r en te rp r i ses . Th is is ma in l y due t o t he i n a p p r o p r i a t e l y scheduled d e l i v e r i e s . 
In ana lys ing the e v a l u a t i o n o f en te rp r i ses i t must be t a k e n i n t o accoun t t h a t under 
the conditions of a shortage economy enterprise behaviour adjusts in advance to 
the peculiar purchasing conditions, and thus the evaluation system is significantly 
distorted. U n p r e d i c t a b l e i m p o r t s also p lay a par t in f o r m i n g en te rp r i se resu l t s 
( p r o f i t s , incomes) and these a re fa r f r o m be ing neg l i g i b l e . The costs o f e n t e r p r i s e 
a c t i o n s w h i c h t r y t o ensure m a n u f a c t u r i n g secu r i t y a re necessar i l y dependent on 

6 the growth of the proportion of up-to-date, more valuable and better quality products at-
tributable to such causes, and the maintenance of their proportion cannot be generally 
guaranteed for the years to come. 



The average ra t io of the planned and actual ly del ivered mater ia l quantit ies 
a t the enterprises under review in the years 1982, 1984, 1986 

Table 1 

Year K1 K2 К З K 4 G l G2 G3 G4 G5 G6 G7 G8 G9 G10 G i l A v e r a g e 

1982 1.016 1.039 1.129 1.088 n.a. .977 1.018 1.406 n.a. n .a . 1.056 1.140 n.a. .982 .991 1.077 
1984 1.123 1.064 1.120 1.333 n.a. .983 1.008 1.397 n.a. n .a . 1.020 .965 n.a. .921 1.005 1.085 
1986 1.098 1.042 1.188 1.143 n.a. .956 .987 1.407 n.a. n .a . 1.053 1.053 n.a. .980 1.043 1.085 

n.a. = no da ta ava i l ab le 

Table 2 

The average ra t io of the mater ia l consumption and the actual ly del ivered 
mater ia l quanti t ies at the enterprises under rev iew, 

in the years 1982, 1984, 1986 

Year K l K2 К З K 4 G l G2 G3 G4 G5 G6 G7 G8 G9 G10 G i l A v e r a g e 3 

1982 1.007 .967 .945 
1984 1.084 1.000 .999 
1986 .984 .986 1.003 

.975 .976 .850 1.022 1.051 
1.017 1.002 1.037 1.013 1.052 
.991 .931 .967 1.007 1.044 

.990 .987 .769 1.097 .906 

.977 .965 .894 .895 1.052 

.883 1.054 1.106 1.149 .955 

.875 1.000 .962 ( .961) 

.941 .994 .996 ( .994) 

.915 1.021 1.000 (1.016) 

a In b racke t s : the average of the 11 en te rp r i ses l i s ted in Table 3 ( i .e. the average does no t inc lude 
en te rp r i ses G l , G5, G6 and G9). 
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t he l o n g - t e r m demands of m a t e r i a l s p r o c u r e m e n t and the u n p r e d i c t a b i l i t y o f the 
d i s t r i b u t i o n o f de l i ve r i es . Such u n c e r t a i n t i e s may be decreased by even t s wh i ch are 
m o r e f a v o u r a b l e than e x p e c t e d and i nc reased by the less f a v o u r a b l e ones. The de -
mand and q u a l i t y consequences o f t he m o d i f i c a t i o n s o f the p r o d u c t i o n p r o g r a m m e 
have to be bo rne in mos t cases by t h e buyers , wh i l e the m a n u f a c t u r i n g en te rp r i ses 
se ldom s u f f e r d i r e c t d isadvantages because o f these d i f f i c u l t i e s . 

Analysing the inventory consequences of the conditions of material acquisition, 
we can s t a t e t h a t , a t the en te rp r i ses i n v e s t i g a t e d , the m a t e r i a l i n v e n t o r i e s a m o u n t 
t o a r e l a t i v e l y s tab le 15-16 per c e n t o f t h e i r annual c o n s u m p t i o n . Th is means t h a t 
we have t o r e c k o n w i t h a safety stock of material and component inventories last-
ing two months on average.7 The d ispers ion behind th is average is subs tan t ia l . A 
s i g n i f i c a n t i n t e r r e l a t i o n was f ound b e t w e e n the size o f the e n t e r p r i s e s and the de-
v e l o p m e n t o f s t o c k / c o n s u m p t i o n : the l e v e l o f th is i nd i ca to r is l o w e r a t the la rger 
en te rp r i ses (hence t hey are o p e r a t i v e a t a lower stock leve l ) , w h i l e t he sma l le r 
en te rp r i ses w o r k w i t h h igher s tocks . Th is phenomenon is e x p l a i n e d by severa l 
f a c t o r s : 

1. a s i g n i f i c a n t number o f l a rge - sca l e en te rp r i ses e x e m p l i f y a vertical set-up. 
This enables t h e m , f o r o r g a n i z a t i o n a l reasons, t o work w i t h r e l a t i v e l y sma l le r 
s tocks o f r a w m a t e r i a l s , w h i l e the s tocks o f i n t e r m e d i a r y m a t e r i a l s are usual ly 
l a rge r than in the case o f sma l l - sca le e n t e r p r i s e s ; 

2. the l a rge r e n t e r p r i s e - even i f i t is bas ica l l y o f a h o r i z o n t a l se t - up - is gen-
e r a l l y more self-sufficient t han the s m a l l e r ones in the p r o d u c t i o n o f c e r t a i n i m -
p o r t a n t i npu ts ( fo r e x a m p l e a l loys , too ls ) ; 

3. w i t h r e g a r d to acqu i s i t i on in t he d o m e s t i c ma rke t s , l a r g e - s c a l e en te rp r i ses 
en joy a n a t u r a l advan tage r e l a t i v e t o t he smal le r ones. Th is is because o f the 
sizes of their orders and the e c o n o m i c p o l i c y p r i o r i t i e s wh ich a re o f t e n a t t a c h e d to 
such orders ; 

4. c o - o p e r a t i v e s and sma l l - sca le e n t e r p r i s e s are compe l l ed t o r e s o r t t o the less 
secure and usua l l y m o r e expens ive supply sources, and the l i m i t e d a c q u i s i t i o n sa fe-
t y makes i t necessary f o r t h e m to keep l a rge r s tocks. 

In the case o f a c t i v i t i e s using m o r e c o m p l i c a t e d techno logy and depending on 
m o r e suppl iers and m o r e componen t d e l i v e r e r s , the s t o c k / c o n s u m p t i o n r a t i o is also 
h igher than a t t he en te rp r i ses p e r f o r m i n g the e a r l i e r , s impler phases o f process ing. 
Th is is bas i ca l l y due t o t he f a c t t h a t a g i v e n p roduc t is usual ly composed o f sev-
e r a l componen t s , and when placing i t s o rde rs , the en te rp r i se usua l l y asks the sup-
p l i e r t o d e l i v e r a q u a n t i t y l a rger t h a n i t s ac tua l use. In o rde r t o encourage the 
supp ly ing f i r m to s t a r t business w i t h i t , the en te rp r i se is c o m p e l l e d , on the one 
hand, t o p lace the so -ca l l ed ' m i n i m u m q u a n t i t y o rde r ' ; on t he o t h e r , since the 
costs (wh ich c a n n o t be spread out ove r a p e r i o d o f t ime ) and the labour inputs o f 
t he a c q u i s i t i o n a re h igh , i t can ra ise t h e l o t - s i z e o f the order t o a q u a n t i t y c o v e r -
ing i t s use f o r severa l mon ths and seve ra l qua r t e r s o f year . Thus t h e spec i f i c v a l -
ues per p roduc t un i t o f the p r o c u r e m e n t i npu t can be d im in i shed . 

W i t h r e f e r e n c e t o i nd i v i dua l years , a v e r y d i f f e r e n t i nven to r y s t ock o f individual 
materials is h idden beh ind the r e l a t i v e l y h igh aggrega te s tock l eve l s . In the case o f 
one s i x t h o f t h e m a t e r i a l s and c o m p o n e n t s inc luded in the e n t e r p r i s e surveys, the 
' ave rage s t o c k ' d e t e r m i n e d as the a r i t h m e t i c a l mean of the s tock a t t he beg inn ing 
and a t the end o f the year surpassed, a t leas t in one year , the g i v e n annua l con -
s u m p t i o n in t he pe r i od under r e v i e w ; in one qua r t e r o f t h e m we a re f a c e d w i t h a 
phenomenon w h i c h r e c u r r e d over seve ra l yea rs (Table 3). 

I t is gene ra l l y no t c h a r a c t e r i s t i c o f m e t a l l u r g i c a l en te rp r i ses t h a t they ho ld 
such la rge s t o c k s o f basic m a t e r i a l s as w o u l d appear t o be absurd . The occas iona l l y 

7 Conversely, the production sphere in most developed capitalist countries keeps materials 
to be processed at most for between J to 6 days [3]. 
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Table 3 

The e x t r e m e stock/consumption rat ios o f mate r ia ls 
(The 'average stock' surpassed the annual consumption 

at least in one year) 

En te rp r i se M a t e r i a l 1982 1984 1986 

K 1 6. 1.15 .58 1.19 
K 2 15. 1ЛЗ 1.53 .94 
K 4 5. 5.75 .11 .19 

G l 4. .12 .21 3.82 
6. 6.29 .51 .06 
7. 2.91 .63 2.31 
8. 1.97 1.29 34.36 

10. .16 .53 1.96 
15. .90 .13 12.46 

G2 4. 1.09 .15 .14 
5. 1.44 .21 .23 

13. 2.55 .72 .24 
14. 2.30 .12 .00 

G5 2. .37 1.84 .28 
3. .64 1.80 4.25 
4. .79 1.63 .98 
5. .88 1.71 .84 
6. 3.71 .85 .80 

10. .52 .38 1.08 
13. 1.83 .76 .67 
14. .55 .21 1.03 

G6 6. .14 4 .50 .18 

G7 1. .32 .30 1.11 
3. .31 1.08 .42 
7. .27 .60 1.44 
8. 1.50 .58 .00 

12. .15 1.46 .24 

G8 3. .19 1.44 1.17 
5. 1.15 .64 1.51 

G9 6. 1ЛЗ .23 .45 
11. - 1.06 .14 

G10 1. 2.69 1.30 .66 
8. .03 1.20 .80 

h igh stock levels u t i l i z e d in en te rp r i ses o f the eng inee r i ng i ndus t r y are more t y p i c a l 
than in those o f m e t a l l u r g y . Stocks c o v e r i n g the u t i l i z a t i o n needs o f more than t w o 
years are no t r a r e , e v e n i f th is does no t f r e q u e n t l y oc c u r in the case o f m a t e r i a l s 
and componen ts c o n s t i t u t i n g a subs tan t i a l p r o p o r t i o n o f t he m a t e r i a l costs o f p r o d -
uc ts m a n u f a c t u r e d in a la rge v o l u m e . W i t h some o f t he ' p r o b l e m a t i c ' m a t e r i a l s , 
however , the r a t i o o f c o n s u m p t i o n t o ' average s tock l e v e l ' shows a r e l a t i v e l y e x -
t r e m e f l u c t u a t i o n - and th i s does no t exc l us i ve l y oc c u r because o f the a c c i d e n t a l 
e lemen ts o f s t o c k - b u i l d i n g . 
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3. The Hindrances Ar is ing f rom F inancia l Regulat ion and Problems 
Re la ted to the Rat iona l i za t ion of Mater ia ls Management 

The i n s t i t u t i o n s o f c e n t r a l e c o n o m i c managemen t e x e r t an i n f l uenc e not o n l y on 
the magn i t ude o f i n c o m e s r e m a i n i n g at the e n t e r p r i s e , bu t a lso regu la te t he use 
and convers ion o f c e r t a i n resources . In add i t i on , t hey dec ide wha t a m o u n t o f 
money should be sent on these resources . Econom ic m a n a g e m e n t is unable t o keep 
i n v e s t m e n t s and the pu rchas ing p o w e r o f the p o p u l a t i o n w i t h i n l i m i t s by means o f 
t he m a r k e t . T h e r e f o r e i t t r i e s t o es tab l i sh e q u i l i b r i u m by l a y i n g down d e t a i l e d f i -
nanc ia l ru les and p r e s c r i p t i o n s . In t h i s respec t i t is i m p o r t a n t f o r e c o n o m i c m a n -
a g e m e n t t o d e t e r m i n e , and t o ' r egu la te 1 , how m u c h the e c o n o m i c agents can use 
o f t he i nd i v i dua l f a c t o r s o f p r o d u c t i o n . Be ing p r o d u c t i o n f a c t o r s themse lves - and, 
as we shal l see, be ing pa r t s o f the a i m of u t i l i z a t i o n - t he en te rp r i ses have t o bea r 
t a x burdens and i n c o m e r e s t r i c t i o n s o f ve ry d i f f e r e n t p r o g r e s s i v i t y when i nc reas ing 
the q u a n t i t y o f the i n d i v i d u a l f a c t o r s of p r o d u c t i o n t o be used. As a r esu l t , t h e 
cost s e n s i t i v i t y o f c o m b i n i n g and s u b s t i t u t i n g t he resources can be c o m p u t e d in a 
ve ry i n t r i c a t e w a y . It is these va r ious return requirements, set to cost inputs with 
different aims of utilization, t h a t a re ca l l ed the 'labelling' of forints in H u n g a r i a n 
e c o n o m i c pa r l ance . 

A c c o r d i n g t o the manage r o f one o f the b ig en te rp r i ses i n v e s t i g a t e d t he re e x i s t 
m o r e than a hund red va r i ous ' l a b e l l e d ' f o r i n t s a t t he e n t e r p r i s e s , and the i r n u m b e r 
in the economy as a who le may even be pu t a t thousands [ 1 ] . L e t us look a t some 
of t h e m , t o g e t h e r w i t h t he i r i m p a c t and t he i r e f f e c t on m a t e r i a l s m a n a g e m e n t ! 

Desp i t e the h igh r a t i o o f m a t e r i a l costs , i t seems t h a t t h e en te rp r i ses i n v e s t i -
g a t e d do not pay a p p r o p r i a t e a t t e n t i o n t o the f o r m a t i o n o f t h i s cos t e l e m e n t . Th i s 
is due t o severa l f a c t o r s , some o f w h i c h we have a l r e a d y l ooked a t . The e x i s t i n g 
c o u n t e r i n t e r e s t or l ack o f i n t e r e s t can be p o i n t e d o u t i n a number o f ways . The 
r a t i o n a l m a n a g e m e n t o f m a t e r i a l s is impeded t o a s i g n i f i c a n t e x t e n t - among o t h e r 
th ings - by the d o m i n a n t s h o r t - t e r m approach, by r e g u l a t i o n p rob lems and by t h e 
low cos t s e n s i t i v i t y o f the e n t e r p r i s e s . [ 7 , 12, 14J O w i n g t o t he s t i pu l a t i ons o f 
the regu la to r s , t he en te rp r i ses c a n n o t c o n v e r t the f o r i n t s t h e y have saved in t h e 
f i e l d of m a t e r i a l s p r o c u r e m e n t i n t o ano the r ' c o s t - m o n e y ' , f o r e x a m p l e i n t o ' w a g e 
f o r i n t s ' . Thus in 1987 i t was gene ra l l y 4 f o r i n t s o f m a t e r i a l s sav ing t ha t was n e c e s -
sary t o make a wage p a y m e n t o f 1 f o r i n t . The limitation of convertibility due to 
administrative measures or through the many coefficients of i ncome regulation 
leads to such irrational steps as a re unkown under r e a l m a r k e t r e l a t i ons . S ince 
n e i t h e r the e n t e r p r i s e s nor the i nd i v i dua l s are r e a l l y i n t e r e s t e d in pay ing a t t e n t i o n 
t o t he m a t e r i a l cos ts , squander ing has become a f r e q u e n t o c c u r r e n c e . 8 E c o n o m i c 
agents can do t h i s because, f i r s t l y , m a t e r i a l is a p r o d u c t i o n f a c t o r ava i l ab le w i t h 
t he least l i m i t a t i o n (excep t for c e r t a i n basic m a t e r i a l s o f soc ia l i s t o r i g i n and c a p i -
t a l i s t i m p o r t e d m a t e r i a l s in gene ra l ) and, second ly , because t h e p r i ce c o n s t r a i n t o f 
o u t p u t is r e l a t i v e l y w e a k . T h e r e f o r e they can o f f s e t t h e i r h igher cos ts by 
p r i c e r ises or by p r o d u c i n g q u a l i t y goods. 

In respec t o f t he ' s o f t ' or ' ha rd ' q u a l i t y o f m a t e r i a l s - m o n e y , t h e r e are s i g n i f i -
can t d i f f e r e n c e s b e t w e e n the ' f o r i n t s ' ava i l ab le f o r d o m e s t i c m a t e r i a l s and t hose 
a v a i l a b l e fo r i m p o r t e d m a t e r i a l s (espec ia l l y i m p o r t s f r o m c a p i t a l i s t sources). H e r e 
a number o f o t he r b a r r i e r s mus t be added to those a l r e a d y m e n t i o n e d above. Such 
a re , f o r examp le , t h e l i cenc i ng sys tem, the r i g i d s y s t e m o f c o n t i n g e n t s in t r a d e 

8 One of its common but important contributory factors lies in the fact that the enterprises, 
being justly afraid (on the basis of their experience) that their money reserves will be 
taxed away, hide part of their liquid money from the managerial organs in the form of ma-
terial inventories. 
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w i t h t h e soc ia l i s t c o u n t r i e s , the lack o f a c t u a l c o n v e r t i b i l i t y , t he p r o b l e m s o f the 
d o m e s t i c p r i ce and t h e t a x a t i o n sys tem. The p r i ces o f i m p o r t e d bas ic m a t e r i a l s 
a r e se t , o f t e n f o r d e b a t a b l e reasons, a t an a r t i f i c i a l l y h igh l e v e l , and encompass 
t h e w h o l e o f our e c o n o m y . Consequen t l y , t h e r e a re un favou rab le i n f l u e n c e s w h i c h 
a f f e c t t he e f f i c i e n c y and c o m p e t i t i v e n e s s o f q u i t e a f ew e n t e r p r i s e s . We have a l -
r e a d y m e n t i o n e d t h a t in the case o f m a t e r i a l s secured f r o m va r i ous sources, the 
d e l i v e r y t i m e , q u a l i t y , packag ing , e t c . d i sp lay subs tan t i a l d i f f e r e n c e s . Thus in the 
case o f severa l m a t e r i a l s - as a resu l t o f p rocess ing inpu ts , sc rap losses, s t o c k -
k e e p i n g costs , and o t h e r i n t e r e s t s - a n u m b e r o f i n c i d e n t a l cos ts a r i se , and these 
a r e q u a l i f i e d by t he e c o n o m i c agents p a r t l y as m a t e r i a l i npu ts , and p a r t l y as o the r 
c o s t e l e m e n t s . H e n c e , the d i ve rgen t p a r a m e t e r s o f m a t e r i a l p r o c u r e m e n t f r o m d i f -
f e r e n t sources e x e r t a lesser e f f e c t on p r i c e s , wh i l e the i r e f f e c t on p r o d u c t i o n 
cos t s is very s i g n i f i c a n t . The f o r i n t pa id ou t f o r m a t e r i a l s i m p o r t e d f r o m c a p i t a l i s t 
c o u n t r i e s is t h e r e f o r e ' ha rd ' money , because i t s a v a i l a b i l i t y is l i m i t e d . Thus the 
p r o b l e m s ar i s ing f o r t he en te rp r i ses in t h a t f i e l d are less a t t r i b u t a b l e t o d i r e c t i m -
p o r t cos ts . 

Ser ious p rob lems m a k e themse lves f e l t , o w i n g to the ' l a b e l l i n g ' o f f o r i n t s , in 
t h e r a t i o n a l i t y o f t h e m a n a g e m e n t o f f i x e d assets [ 2 , 5, 1 3 ] . The m a i n p r o b l e m 
r e s u l t s f r o m the f a c t t h a t t h e financing sou rces of current production and of de-
velopment are different. The en te rp r i ses m a y q u a l i f y t h e i r i npu ts r e l a t e d t o the 
m a i n t e n a n c e o f t h e i r f i x e d assets as t h e i r costs , and as long as t he p r i ces 
or t h e p r o f i t can c o v e r t h e m , th is p r a c t i c e can be pursued - in p r i n c i p l e - w i t h o u t 
any l i m i t a t i o n . A t t h e same t i m e , the m o n e y resources a v a i l a b l e f o r i n v e s t m e n t 
a r e t a x e d f o r i n t s . In 1987, f o r 1 f o r i n t o f i n v e s t m e n t - as a f u n c t i o n o f the meas-
u re o f t ax i ng away - a p r o f i t o f 3.0 t o 4 .5 f o r i n t s was needed. The s ize o f p r o f i t 
is, o w i n g t o i ncome r e g u l a t i o n , s t r i c t l y l i m i t e d . Thus the e n t e r p r i s e s o f t e n q u a l i f y 
p a r t o f t he i r d e v e l o p m e n t cos ts as m a i n t e n a n c e and m a t e r i a l cos ts . Thus the mate-
rial costs also rise as a r esu l t o f the f a c t t h a t the investment money resources o f 
the enterprises are limited; n a m e l y , t hey m a y , in essence, m a k e i n v e s t m e n t s by in -
c r e a s i n g t he i r m a t e r i a l i npu ts . For t h i s an i n s t r u c t i v e e x a m p l e is p r o v i d e d by the 
case o f en te rp r i ses ' v e h i c l e r e n e w a l s t r a t e g y . As the buy ing o f a l o r r y can on ly be 
m a d e f r o m the t a x e d d e v e l o p m e n t fund , a n d c e r t a i n types in g r e a t demand are 
a v a i l a b l y on ly a f t e r w a i t i n g fo r a long t i m e , t he en te rp r i ses s l ow l y ' r e n e w ' t he i r 
v e h i c l e s by pu rchas ing the m a i n c o m p o n e n t s and pa r t un i t s . Hence t hey rep lace , 
say, t h e f r o n t and t h e rea r ax le , or t he e n g i n e o f the g i ven l o r r y over a pe r i od o f 
t w o years - and a l l t h i s is q u a l i f i e d as c u r r e n t (non- taxed) e x p e n d i t u r e . In th is 
case t h e r e are t w o consequences. F i r s t , t h e r e t e n t i o n o f i n v e s t m e n t funds may 
r e s u l t in the p e r p e t u a t i o n o f the e x i s t i n g t e c h n o l o g i c a l l e v e l . Second, as the ' i m -
p o s s i b i l i t y o f c o m p l e t e r e g u l a t i o n ' necessa r i l y invo lves evas ions, t he a b o v e - m e n -
t i o n e d so lu t ion is o f t e n m o r e expens ive t h a n i n v e s t m e n t s . 

As t he ' m a t e r i a l - f o r i n t s ' a re also d i f f e r e n t (depending p a r t l y on t h e p r o c u r e m e n t 
s o u r c e o f the g i ven m t e r i a l ) , the same is t r u e o f the money a v a i l a b l e f o r spending 
on f i x e d assets. The money t h a t can be spent on f i x e d assets is t h e ' ha rdes t ' . I t 
is poss ib le t h a t t he e n t e r p r i s e s have a s u f f i c i e n t deve lopmen t f und , or t h e i r c r e d i t 
f a c i l i t i e s are insured , y e t t hey are unab le t o rep lace t h e i r w o r n - o u t f i x e d assets, 
because they can on l y be ob ta i ned f r o m c a p i t a l i s t sources. On t h e o t h e r hand, they 
m a y be unable t o secu re t he componen t s needed fo r t he i r m a c h i n e r y because they 
h a v e a l ready e x h a u s t e d t h e i r fund fo r t h i s purpose. I t is a f u r t h e r t r o u b l e t ha t 
t h e ' c a p i t a l i s t i m p o r t f o r i n t ' ava i l ab le t o t h e a c t o r s o f the e c o n o m y is no t u n i f o r m 
e i t h e r , because the f o r i n t s f o r c a p i t a l i s t i m p o r t - m a t e r i a l and f o r c a p i t a l i s t i m p o r t -
m a c h i n e r y are no t o f a f r e e m u t u a l c o n v e r t i b i l i t y . 

W h i l e we can s t a t e t h a t in genera l t h e e n t e r p r i s e s are i nsens i t i ve t o costs , in 
r e s p e c t o f the wage costs a very s t r ong s e n s i t i v i t y has deve loped ; in o t h e r words , 
the wage input is regarded as 'hard' money I 8, 9 1. The reason w h y the e c o n o m i c 
a g e n t s pay such a p r o n o u n c e d a t t e n t i o n t o wages, l ies in t he i n t e r e s t sys tem. On 
t h e o t h e r hand, t h e en te rp r i ses w o u l d l i k e t o keep t he i r e m p l o y e e s by means o f 



123 

wage and i ncome increases ' as g r o w t h plays a p r o m i n e n t r o l e among t he i r a i m s . 
On the o t h e r , c e n t r a l e c o n o m i c m a n a g e m e n t also pays spec ia l a t t e n t i o n t o the d e -
v e l o p m e n t o f wages and incomes , e x a c t l y in the i n t e r e s t o f t he i m p l e m e n t a t i o n o f 
soc ia l po l i c y and o f the r e g u l a t i o n o f purchas ing p o w e r . A t some en te rp r i ses t h e 
poss ib i l i t y o f i nc reas ing the e v o l v e d wage fund and o f r a i s i ng the wage l eve l d e -
pends on the f o r m a t i o n o f e n t e r p r i s e p r o f i t s , a l t hough l a rge r pay r ises are p r e v e n t -
ed by the v e r y s teep ly p rogress ive p r o f i t t a x a t i o n . In a d d i t i o n , i t may o c c u r t h a t 
t he m a n a g e m e n t organs t a k e i t amiss i f the e c o n o m i c agents exceed a c e r t a i n 
l eve l when ra i s i ng wages. In 1987, an o u t p u t o f 1 f o r i n t appea red fo r the e n t e r -
pr ises - o w i n g t o va r ious w a g e - r e l a t e d taxes - t o be 2 f o r i n t s o f cos t in r e a l i t y . 
Th is is w i t h o u t m e n t i o n i n g the expenses o f soc ia l p o l i c y , w h i c h c o n s t i t u t e a v e r y 
ser ious cost burden. In a d d i t i o n - l i ke t h e o the r i npu ts - t he money pa id f o r t h e 
r e m u n e r a t i o n o f labour is no t u n i f o r m ; in o the r words , t he inpu ts are t a x a b l e t o a 
d i v e r g e n t e x t e n t , and they burden the so -ca l l ed fund o f i n t e r e s t in d i f f e r e n t p r o -
po r t i ons . 

I t is possib le f o r t he en te rp r i ses t o keep the i r l abour f o r c e by wage p a y m e n t s , 
bu t i t is m u c h m o r e d i f f i c u l t t o s t i m u l a t e wo rke rs t o use m a t e r i a l s e c o n o m i c a l l y . 
A t p resen t , 1 f o r i n t o f a d d i t i o n a l wage p a y m e n t can be m a d e on average fo r 4 f o -
r i n t s o f m a t e r i a l sav ings. H o w e v e r , th i s is no t a s u f f i c i e n t i n c e n t i v e f o r t h e r a -
t i o n a l use o f m a t e r i a l s . T h e r e f o r e , ' l a b e l l i n g ' as a means o f r egu la t i on does n o t 
e f f i c i e n t l y p r o m o t e t he decrease in m a t e r i a l inputs by means o f wage m a n a g e -
m e n t e i t h e r . 

C o n c l u d i n g R e m a r k s 

In our s tudy we have su rveyed some o f the f a c t o r s respons ib le f o r the large m a t e -
r i a l i n ven to r i es o f Hunga r i an i n d u s t r y , and fo r the c o m m o n l y - k n o w n h igh m a t e r i a l 
c o n s u m p t i o n of p r o d u c t i o n , b o t h f r o m the v i e w p o i n t o f e n t e r p r i s e m a t e r i a l s m a n -
a g e m e n t . 

We have s t a t e d t h a t the la rge m a t e r i a l s tocks o f t he e n t e r p r i s e s are due t o sev -
e r a l i n t e r r e l a t e d f a c t o r s : long and u n c e r t a i n supply t i m e s , the basis approach p r e -
va i l i ng in s tock m a n a g e m e n t , the o r g a n i z a t i o n a l d e f i c i e n c i e s o f the m a t e r i a l s m a n -
agemen t processes w i t h i n the e n t e r p r i s e , and the excess i ve secu r i t y measures 
a r i s ing f r o m acqu i s i t i on u n c e r t a i n t i e s . As m a n u f a c t u r i n g t o o rder is t he g e n e r a l 
p r a c t i c e , Hungar ian i n d u s t r i a l en te rp r i ses have t o p lace t h e i r o rders long b e f o r e 
t hey s t a r t p r o d u c t i o n . They have t o do t h i s w i t h ve ry s u p e r f i c i a l know ledge o f t he 
s t r u c t u r e o f the p roduc ts t hey w i sh t o m a n u f a c t u r e and w i t h l i t t l e idea o f 
t he p roduc t s w h i c h a re i n demand on t h e m a r k e t . T h e r e f o r e , t he s t a t e m e n t r e l a t -
ing t o m a t e r i a l s demand and the necessary s tock l e v e l d e c i s i v e l y re l ies on the r e -
l evan t da ta o f e a r l i e r per iods and qua r t e r s , and on e s t i m a t e s based upon t h e m . The 
u n c e r t a i n t y o f the s t a t e m e n t r e l a t i n g t o m a t e r i a l s d e m a n d in i t s e l f s t i m u l a t e s e x -
a g g e r a t e d c a u t i o n , t o w h i c h can be added the g rea t u n c e r t a i n t y o f e x t e r n a l p u r -
chases caused bas ica l l y by t h e low f i n i shed-goods i n v e n t o r i e s o f the e n t e r p r i s e . The 
endeavours caused by e x a g g e r a t e d c a u t i o n a re only p a r t l y l i m i t e d by cos t c o n s i d e r -
a t i ons because those r e l a t e d t o s tocks ( m a t e r i a l s tocks) a r e , a long w i t h the s e c u r -
i t y o f p r o d u c t i o n , pushed i n t o the backg round . F i n a l l y , w i t h respec t t o the s tocks , 
t he absu rd i t y o f the s i t u a t i o n is c h a r a c t e r i s t i c , desp i te t h e a v a i l a b i l i t y fo r seve ra l 
mon ths o f the w o r k - i n - p r o g r e s s i n v e n t o r i e s ; also shor tages o f t e n h inder p r o d u c t i o n 
and the f l e x i b l e s a t i s f a c t i o n o f the buyers ' demands. 

In the ea r l y 80s, the r e t e n t i o n o f e c o n o m i c g r o w t h , t he f i n a n c i a l r e s t r i c t i o n 
campa igns and measures a i m e d d i r e c t l y a t t he i m p r o v e m e n t o f s tock m a n a g e m e n t , 
and the r e d u c t i o n o f m a t e r i a l - i n t e n s i v e p r o d u c t i o n d i d n o t b r i n g about any change 
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i n m a t e r i a l s supply a n d s t o c k - b u i l d i n g r e l a t i o n s . A basic ro le in t he unchanged r e -
l a t i o n s was p layed by t h e f a c t t h a t t he d e l i v e r y p ropo r t i ons o f t he supply sources, 
and w i t h i n t h e m the shares o f c o n c r e t e supp l ie rs in genera l , d i s p l a y e d a g rea t s ta -
b i l i t y a t most e n t e r p r i s e s in the p e r i o d under r e v i e w . The d e l i v e r y c a p a b i l i t y o f 
t h e i n d i v i d u a l channe ls (suppl iers) d id n o t g r o w app rec i ab l y , and t h e monopo ly po-
s i t i o n o f the supp l ie rs , a long w i t h the buye rs ' 'defencelessness ' w i t h respec t t o c e r -
t a i n p roduc t s , c o n t i n u e d t o ex i s t . 

The en te rp r i ses have g rea t e x p e r i e n c e in t he f i e l d o f a d j u s t m e n t t o u n c e r t a i n 
m a t e r i a l purchases. D e s p i t e th is f a c t i t c o u l d be s t a t e d t h a t e v e n in t he case o f 
m a t e r i a l s o f basic i m p o r t a n c e fo r p r o d u c t i o n and used in the l a r g e s t vo lume , the 
q u a n t i t y schedu l ing a n d qua l i t y c h a r a c t e r i s t i c s o f d e l i v e r y d e v i a t e d f r o m the 
p l anned ones t o such an e x t e n t t h a t t h e y necessa r i l y m o d i f i e d t h e c o m p o s i t i o n and 
v o l u m e o f e n t e r p r i s e p r o d u c t i o n , as w e l l as t h e sales and e f f i c i e n c y o f en te rp r i ses 
i n m o s t cases, i n an u n f a v o u r a b l e m a n n e r . In the past f ew years no f u n d a m e n t a l 
changes have t a k e n p l a c e in the c o n d i t i o n s o f m a t e r i a l p r o c u r e m e n t , such as wou ld 
h a v e resu l t ed in t he s tocks o f e n t e r p r i s e m a t e r i a l s and f i n i shed -goods becoming 
m o r e ba lanced, or w o u l d have eased the sho r tage o f m a t e r i a l s s tocks in demand . 

The m a t e r i a l s i n t e n s i t y o f p r o d u c t i o n is i n f l u e n c e d by severa l f a c t o r s : p r i m a r i l y 
by purchas ing p r i ces and by the q u a l i t y and s t o r i n g costs . A t t h e same t i m e , the 
e n t e r p r i s e poss ib i l i t i es o f m a t e r i a l s - i n t e n s i t y a re c o n f i n e d t o a r e l a t i v e l y n a r r o w 
r a n g e . The t e c h n i c a l l y possib le ( fo r reasons o f business m a n a g e m e n t ) r a t i o n a l sub-
s t i t u t i o n and c o m b i n a t i o n o f the va r i ous resou rces ( m a t e r i a l s , f i x e d assets, labour 
f o r c e and the i r c o m p o n e n t s ) are r e s t r a i n e d by the ve r y d i v e r g e n t r e t u r n r e q u i r e -
m e n t s la id down f o r t he i nd i v i dua l f a c t o r s o f p r o d u c t i o n . They a r e a lso impeded 
by t h e shor tage p o s i t i o n s and l i m i t a t i o n s no t r e f l e c t e d in p r i c es and costs . In ad -
d i t i o n , the inc rease i n m a t e r i a l cos ts c o m e s up today against m u c h less h indrances 
t h a n the expans ion e i t h e r o f labour i npu t (wage costs) , or o f t he v o l u m e o f f i x e d 
asse ts . This d im in i shes t o a c e r t a i n e x t e n t t he i n te res t in dec reas ing m a t e r i a l 
cos t s , and exe r t s i n c e r t a i n cases - f o r e x a m p l e in t e c h n i c a l m a i n t e n a n c e - an e f -
f e c t w h i c h works in t h e d i r e c t i o n o f i n c r e a s i n g m a t e r i a l cos ts . Due t o t he lack o f 
c o m p e t i t i o n , t he d i s t r i b u t i o n o f cos ts has no m a r k e t l i m i t a t i o n and no m a r k e t con -
s t r a i n t w h i c h w o u l d s t i m u l a t e the m i n i m i z i n g o f costs in gene ra l , and w i t h i n th i s 
t h e costs o f m a t e r i a l s and o f s t o c k - k e e p i n g . 

The un favou rab le e x t e r n a l cond i t i ons have c r e a t e d a s i t u a t i o n in w h i c h a ve ry 
h i g h l eve l o f d i s o r g a n i z a t i o n is now a c c e p t e d w i t h i n the e n t e r p r i s e s . A l t h o u g h the 
d e f i c i e n c i e s w i t h i n t h e en te rp r i se a lso c o n t r i b u t e t o the p r o b l e m s o f m a t e r i a l s 
m a n a g e m e n t , t he m a i n reasons fo r t he u n f a v o u r a b l e cond i t i ons l i e ou ts ide the i n -
d i v i d u a l en te rp r i ses : t h e y are c o n n e c t e d w i t h a c q u i s i t i o n c o n s t r a i n t s and a d m i n i s -
t r a t i v e p r e s c r i p t i o n s w h i c h d i s t o r t t h e i n t e r r e l a t i o n sys tem o f e n t e r p r i s e s . A lso t o 
be t a k e n i n t o a c c o u n t a re the p r o b l e m s r e l a t e d to the d i s t r i b u t i o n o f the f a c t o r s 
o f p r o d u c t i o n , w h i c h a re in t u r n r e l a t e d t o t he unde rdeve lopmen t o f m a r k e t i n s t i -
t u t i o n s , t o the h i e r a r c h i c dependence r e l a t i o n s and t o the h i g h - l e v e l o f au ta r chy -
desp i t e s i g n i f i c a n t f o r e i g n - t r a d e a c t i v i t i e s . A basic change can be b rough t abou t 
o n l y by chang ing t hese f a c t o r s . 
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INTRODUCING A N D APPLYING C A D SYSTEMS IN H U N G A R I A N 
I N D U S T R I A L COMPANIES 

A N D R Á S B Á N K Y 

1. C la r i f i ca t ion of Concepts 

C o m p u t e r a ided design ( c o m m o n l y a b b r e v i a t e d as C A D ) is a des ign t echno logy 
w h i c h - by means o f a c o m p u t e r s y s t e m - helps t he c o n s t r u c t i o n eng ineer 
in each phase o f t e c h n o l o g i c a l des ign ing ( c o n s t r u c t i o n , m o d i f i c a t i o n , ana lys is , op -
t i m a t i o n ) . The sys tem i t se l f cons is ts o f h a r d w a r e and s o f t w a r e . 

C o m p u t e r a ided des ign o f f e r s seve ra l advan tages , a l though on l y a f ew o f t h e m 
can be measured d i r e c t l y . For i ns tance , the i m p r o v e d q u a l i t y o f w o r k is ve ry d i f -
f i c u l t t o q u a n t i f y . O t h e r advan tages a re m u c h more pa lpab le , bu t the r e s u l t i n g 
savings e m e r g e on ly l a t e r , in the process o f p r o d u c t i o n . 

Today i t is a l ready c lea r t h a t t he m a j o r p a r t o f these p o t e n t i a l bene f i t s o f f e r e d 
by C A D may be a c t u a l l y u t i l i z e d on ly by l i n k i n g up the c o m p u t e r a ided design p r o -
cess w i t h p r o d u c t i o n i t s e l f . T e c h n i c a l - t e c h n o l o g i c a l deve lopmen t is now u n a m b i -
guous ly head ing t o w a r d s t he i n t e g r a t i o n o f t he f o r m e r l y s t r i c t sepa ra t i on o f f u n c -
t i ons o f des ign ing and m a n u f a c t u r i n g . Th is i n t e g r a t i n g ro le is p l ayed by the c o m -
p u t e r . Nowadays , i t is se ldom possib le t o read about C A D as such; ins tead, a new 
concep t has appeared : c o m p u t e r a ided des ign and m a n u f a c t u r i n g ( C A D / C A M fo r 
shor t ) . 

C o m p u t e r - a i d e d m a n u f a c t u r i n g ( C A M ) , h o w e v e r , is not r e s t r i c t e d exc l us i ve l y t o 
t he m o n i t o r i n g and c o n t r o l l i n g o f m a n u f a c t u r i n g processes. In o t h e r words, by be -
ing c o n n e c t e d w i t h a c o m p u t e r , d i r e c t l y or i n d i r e c t l y , i t a lso compr i ses the tasks 
r e l a t e d t o t he p lann ing , manag ing and superv i s ion o f the who le process o f p r o d u c -
t i o n . As may be ev i den t f r o m th i s d e f i n i t i o n , c o m p u t e r a ided m a n u f a c t u r i n g may 
be d i v i d e d i n t o t w o m a i n ca tego r i es : 

1. D i r e c t c o m p u t e r - b a s e d m o n i t o r i n g and c o n t r o l l i n g ( i n t e r v e n t i o n , when the 
c o m p u t e r is d i r e c t l y i nvo l ved in d i r e c t i n g the m a n u f a c t u r i n g process. H o w -
e v e r , in th i s case m o n i t o r i n g is d i s t i n c t l y d i f f e r e n t f r o m c o n t r o l l i n g ) . 

2. I n d i r e c t c o m p u t e r app l i ca t i ons , when the c o m p u t e r is used f o r o p t i m a t i o n c a l -
c u l a t i o n s o f the m a n u f a c t u r i n g process and fo r the p r e p a r a t i o n o f plans (de-
signs), t ime -schedu les , f o recas ts and i n f o r m a t i o n . This ensures t he mos t e f -
f e c t i v e possib le e x p l o i t a t i o n o f resources . 

The f u n c t i o n s t h a t may be c a r r i e d ou t t h r o u g h C A D / C A M , a long w i t h the i r con -
n e c t i o n s w i t h each o t h e r and w i t h a da ta -base , a re i l l u s t r a t e d c l e a r l y in t he f o l l o w -
ing f i g u r e . 
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In tegrated engineering manufactur ing system 
(Adapted from Control Data Corp. data) 

2 . Company Mot ives for Using C A D 

Hunga r i an compan ies w h i c h have t o c o m p e t e in the w o r l d m a r k e t are i nc reas ing l y 
a w a r e t h a t they w i l l be unable t o r e t a i n t h e i r pos i t ions unless t hey adopt the C A D 
(and then the C A M ) sys tems. A lso , t hey r e a l i z e t h a t t he i n t r o d u c t i o n of i n t e g r a t e d 
c o m p u t e r systems o f f e r s the on ly way o f m a i n t a i n i n g c o m p e t i t i v e n e s s in t he long 
r u n . In Hungary , by pay ing too much a t t e n t i o n t o i n t e r n a t i o n a l successes in th i s 
f i e l d , the a p p l i c a t i o n o f c o m p u t e r - m e t h o d s fo r deve lopmen t and c o n s t r u c t i o n p u r -
poses has o f t e n led t o exagge ra ted e x p e c t a t i o n s . As a r esu l t o f c e r t a i n i l l - c o n s i d -
e r e d inves tmen ts , t h e m u c h e x p e c t e d inc rease o f e f f i c i e n c y has f a i l e d t o c o m e 
a b o u t . Thus, a f t e r i t s i n i t i a l en thus iasm, e c o n o m i c leadersh ip began to e x p e r i e n c e 
a so r t of f r u s t r a t i o n . 

Searching i n t o t h e causes o f the f a i l u r e s , i t should f i r s t be po in ted ou t t h a t 
c o m p a n y managemen ts have not r e a l l y comprehended the essence o f t e c h n o l o g i c a l 
c o n s t r u c t i o n des ign, nor have they been i n t e r e s t e d in m a k i n g the most o f the good 
oppo r t un i t i e s o f f e r e d by C A D / C A M . 

Fo r the a u t o m a t i o n o f i n t e l l e c t u a l w o r k - i . e . fo r c o m p u t e r - a i d e d design - t h r e e 
direct mot ives a re c u s t o m a r i l y s ta ted : 

1. To enable t he h i gh l y q u a l i f i e d i n t e l l e c t u a l c a p a c i t y - w h i c h is becoming r e l a -
t i v e l y nar rower and n a r r o w e r - t o be engaged in tasks unsu i tab le f o r a u t o m a t i o n . 

2. To reduce t h e cos ts o f i n t e l l e c t u a l w o r k by using up the less expensive c o m -
p u t e r capac i t y . 



129 

3. The possib le o p t i m u m ( a l t e r n a t i v e ) design resu l t s in the r ise o f the t e c h n o -
l og i ca l l e v e l o f c o n s t r u c t i o n and o f t he q u a l i t y o f p roduc t s . I t a lso makes poss ib le 
the r e p e a t e d u t i l i z a t i o n o f s t anda rd e l e m e n t s , reduces the o c c u r r e n c e o f d e f e c t s , 
and shor tens the process ing t i m e . 

F a c t o r s motivating the application of a u t o m a t i o n in Hungary do not or o n l y v e r y 
weakly make their effect felt. The reasons f o r th i s a re seen t o be the f o l l o w i n g : 

- the l ow p r i c e o f i n t e l l e c t u a l w o r k does not c r e a t e the u rgency t o app ly c o m -
pu te r techn iques ; in f a c t , the oppos i t e e f f e c t can be observed s ince c o m p u t e r a i d e d 
design cos ts m o r e t h a n the m a n u a l w o r k ; 

- p rocess ing t i m e w i l l lessen on l y i f i m m e d i a t e access t o c o m p u t e r is poss ib le . 
O w i n g t o some o t h e r f a c t o r s , i t has not ye t been possib le t o reduce p rocess ing 
t i m e ; thus i t seems unnecessary t o speed-up the c a l c u l a t i o n s . 

The j o i n t absence o f i n t e r e s t and e c o n o m i c pressure have r e t a r d e d and i s o l a t e d 
the endeavours o f some h igh l y m o t i v a t e d eng ineers t o spread the new t e c h n i q u e s . 
A l l t h i s is w e l l i l l u s t r a t e d by the f a c t t h a t the r e l a t i v e l y successfu l a p p l i c a t i o n s i n -
t r o d u c e d so fa r have m o s t l y been r e a l i z e d due t o i n i t i a t i v e s and suppor t c o m i n g 
' f r o m a b o v e ' . 

Y e t , desp i te t he d i f f i c u l t i e s , t h e r e are some C A D systems o p e r a t i n g w i t h i n -
c reas ing e f f e c t i v e n e s s in Hungary - a l t hough t he i r use is in no way w i d e s p r e a d . 
The reasons f o r t h i s are v a r i e d . One reason, f o r i ns tance , is t h a t - as a r esu l t o f 
bans on the e x p o r t o f h i g h - t e c h n o l o g y ( C O C O M l i s t ) - the purchase o f h i g h - l e v e l 
des ign and m a n u f a c t u r i n g systems deve loped in t he w e s t e r n c o u n t r i e s m e e t s w i t h 
ser ious d i f f i c u l t i e s , even i f the necessary funds happen t o be ava i l ab l e . 

Beside the e x t e r n a l l i m i t a t i o n s , i n t e r n a l f a c t o r s a lso t h r o w obs tac les in t h e w a y 
o f spread ing t h e C A D / C A M techno log i es . Some o f these f a c t o r s a re o f a c o m m e r -
c i a l n a t u r e (h igh p r i ces , lack o f i n cen t i ves ) , w h i l e o t h e r s can be t r a c e d back t o t h e 
lack o f e n t e r p r i s e and persona l i n t e r e s t ( m o n o p o l i s t i c pos i t ions , a wage s y s t e m 
w h i c h ignores a c t u a l p e r f o r m a n c e and expe r t i se ) . 

3. Experiences R e l a t e d to the Introduct ion of the Systems 

The i n t r o d u c t i o n o f c o m p u t e r a i ded des ign w i t h i n a c o m p a n y - and a lso in i t s r e -
l a t e d compan ies - a f f e c t s a l m o s t e v e r y o n e in one f o r m or a n o t h e r . 

Since in the w e s t e r n w o r l d a g r e a t number o f these systems may be s i m p l y p u r -
chased as a p r o d u c t , mos t o f the r e l a t e d i n v e s t i g a t i o n s c o n c e n t r a t e on l y on the 
e f f e c t s a new s y s t e m may have on a c o m p a n y . 

In t h i s case the f o l l o w i n g m a i n ques t ions are usual ly e x a m i n e d : 

- w h a t a re the b e n e f i t s (advantages) o f the sys tem; 
- w h a t j u s t i f i e s t h e i n v e s t m e n t , and how is i t j u s t i f i e d ; 
- t h e r a t e o f r e t u r n on the i n v e s t m e n t ; 
- t he e x t e n t t o w h i c h the i n v e s t m e n t imp roves t h e q u a l i t y o f a p r o d u c t and r e -

duces i t s p rocess ing t i m e ; 
- t he r e s p e c t i v e ro les o f the t o p - and m e d i u m - l e v e l m a n a g e m e n t ; 
- e f f e c t s , b o t h m a t e r i a l and m o r a l , on the user ; 
- w h e t h e r or not i t causes u n e m p l o y m e n t . 

These and many o the r quest ions a re i m p o r t a n t f o r us too , even i f in s e v e r a l 
cases we t e n d t o i n t e r p r e t t h e m in a somewha t d i f f e r e n t way . H o w e v e r , in t h e r e s t 
o f th i s paper , on ly some o the r - and in our op in ion , cons ide r ing the H u n g a r i a n e n -
v i r o n m e n t , perhaps m o r e i m p o r t a n t - aspects o f the d e v e l o p m e n t and i n t r o d u c t i o n 
o f the C A D / C A M sys tems w i l l be dea l t w i t h . 
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Unde r Hunga r i an c i r c u m s t a n c e s , we c a n n o t r e s t r i c t ourse lves t o s c r u t i n i z i n g the 
p r o b l e m s of the r e c e p t i o n o f these sys tems, s ince i t is mo re p r a c t i c a l t o e x a m i n e 
t h e m t o g e t h e r w i t h t h e p rob lems assoc ia ted w i t h t h e i r d e v e l o p m e n t . The j u s t i f i c a -
t i o n f o r th i s is t h a t , a t p resen t , we do no t y e t have a s izeab le C A D / C A M m a r k e t . 
Th i s is m a i n l y due t o t h e e x i s t i n g i m p o r t r e s t r i c t i o n s and t o t he v e r y s m a l l n u m -
ber o f compan ies engaged in deve lop ing s o f t w a r e f o r t h e m a r k e t . O t h e r ques t ions 
o f s i m i l a r i m p o r t a n c e a r e : Why is i t t h a t t h i s new design t echno logy is spread ing 
so s l o w l y in H u n g a r y ? W h a t f a c t o r s h inder i t s spread in i ndus t r y? T o w h a t e x t e n t 
is ou r essen t ia l l y ' m a n u a l ' sys tem able t o m e e t t he demands o f t h e m a r k e t and 
m a n u f a c t u r i n g ? Does our present t e c h n o l o g i c a l l e v e l make the spread o f C A D ne-
cessary and poss ib le? Wha t c o n f l i c t s may a r i se d u r i n g t he i n t r o d u c t i o n o f t he new 
m e t h o d or , pu t i n a n o t h e r w a y , w h a t changes does the i n t r o d u c t i o n r e q u i r e on the 
p a r t o f users? Wha t r e s u l t s have been a c h i e v e d and w h a t e r r o r s c o m m i t t e d so f a r ? 

The p r a c t i c e o f c o m p u t e r - a i d e d design i n H u n g a r i a n i n d u s t r i a l compan ies is a 
r a t h e r n e g l e c t e d f i e l d . Exper iences show t h a t no t more t h a n 30 per cen t o f a l l 
c o n s t r u c t i o n s exposed t o a mechan i ca l l oad is r a t e d , and even among these on ly a 
f e w a re f u l l y c a l c u l a t e d , c a l i b r a t e d , and c o n t r o l l e d . Hence i f f o l l o w s t h a t , a c c o r d -
i ng t o e s t i m a t i o n s m a d e by the subsequent use o f ava i l ab l e c o m p u t e r programs on-
l y , a m a t e r i a l sav ing o f 5 t o 10 per cen t c a n be reached on s t r u c t u r a l e l e m e n t s 
c o m p u t e d by these m e t h o d s . By e l a b o r a t i n g p r o d u c t - o r i e n t e d c o m p u t i n g me thods 
t h r o u g h ra i s ing t h e p r e c i s i o n o f load ing c a l c u l a t i o n s , c o m p u t i n g mode ls and s a f e t y 
f a c t o r s , the m a s s / p e r f o r m a n c e r a t i o o f p r o d u c t s can be i m p r o v e d by a t least 5 per 
c e n t - i n c e r t a i n cases e v e n by 45 per c e n t . These f i gu res a re a l l w e l l - k n o w n by 
t h e e x p e r t s , ye t t he C A D systems have been unab le t o spread on a w i d e sca le . The 
reasons are m a n i f o l d and can be t r a c e d b a c k p a r t l y t o t he c o n t r a d i c t i o n s o f the 
e c o n o m i c e n v i r o n m e n t , and p a r t l y t o some i n t e r n a l f a c t o r s o p e r a t i n g w i t h i n the 
c o m p a n i e s . 

4 . D i f f i cu l t i es of App l ica t ion 

I f a f a c t o r y w h i c h has h a r d l y used c o m p u t e r s i n t r oduces a new C A D sys tem, most 
o f t he wou ld -be users a re un l i ke l y t o r e c e i v e i t w i t h exube ran t e n t h u s i a s m since 
t h e y w i l l f e e l - and s o m e t i m e s i t is even t r u e - t h a t in a d d i t i o n t o t h e i r p resent 
d u t i e s they w i l l now be e x p e c t e d to o p e r a t e a c o m p u t e r too . For i ns tance , an a u t o -
m o b i l e des igner , w h o is v e r y p r o f i c i e n t i n his w o r k bu t has no t y e t seen an i n t e r -
a c t i v e ( c o m p u t e r i z e d ) g r a p h i c w o r k s t a t i o n , w i l l no t use i t unless he is ob l i ged to 
( i . e . he fea rs t h a t he w i l l be e x p e c t e d t o do doub le his wo rk ) . 

The company m a n a g e m e n t may t r y t o e m p l o y new peop le , m o r e respons ive t o 
c o m p u t e r t echn iques , bu t such people a re g e n e r a l l y not adept in s p e c i f i c e n g i n e e r -
ing tasks (e.g. des ign ing ca r bodies). They w i l l g l ad l y ' p lay ' w i t h the c o m p u t e r , bu t 
t h i s w i l l not lead t o t h e des ign o f new p r o d u c t s . 

Today th i s is a c o n t r a d i c t i o n t h a t m a y be observed - t o v a r y i n g e x t e n t s -
t h r o u g h o u t the w o r l d . H o w e v e r , i t r e m a i n s t o be so lved. The 'o ld ' e x p e r t s should 
be c o n v i n c e d o f t he advan tages o f the use o f new c o m p u t e r me thods and should be 
g i v e n t i m e enough t o ge t used to t h e m and thus c o m e t o l i ke t h e m . On the o the r 
hand, the ' new ' e x p e r t s , respons ive t o t h e c o m p u t e r techn iques , shou ld l ea rn the 
p rope r eng inee r i ng -des ign w o r k . 

I f the m a n a g e m e n t c a n n o t a r range t h i n g s t a c t f u l l y and fa i l s t o ensure a smoo th 
t r a n s i t i o n , i t may happen t h a t the h i gh l y v a l u a b l e and expens ive c o m p u t e r s and 
t h e i r a c c o m p a n y i n g e q u i p m e n t w i l l never be p r o p e r l y used. Consequen t l y , the in -
v e s t m e n t w i l l never be r e t u r n e d . 

To sum up the g e n e r a l exper iences - r e l y i n g on the opinion o f our e x p e r t s in in -
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d u s t r i a l compan ies - t he f o l l o w i n g d i f f i c u l t i e s are e n c o u n t e r e d w i t h t he i n t r o d u c -
t i o n and a p p l i c a t i o n o f C A D s y s t e m s : 1 

A . Factors Impeding introduction of CAD systems: 

1. L a c k o f i n t e r e s t on t h e p a r t o f the company m a n a g e m e n t (49) 
2. U n c l a r i f i e d du t i es a n d r i g h t s (43) 
3. The underdeve loped s t a t e o f t he i n f o r m a t i o n sys tem (40) 
4. Lack o f expe r i ence in a p p l i c a t i o n (39) 
5. Lack o f spec ia l l i t e r a t u r e (35) 
6. Shor tage o f e x p e r t s ( spec ia l i s t s ) (30) 
7. Shor tage o f c a p i t a l (30) 
8. L a c k o f a p p r o p r i a t e p r e p a r a t o r y w o r k (23) 
9. The un regu la ted s t a t e o f t he des ign ing process (22) 

B. Factors impeding regular application: 

1. The inc reased number o f d a i l y tasks assoc ia ted w i t h t h e d e v e l o p m e n t (51) 
2. S c a r c i t y o f funds (44) 
3. U n s a t i s f a c t o r y s t a n d a r d i z a t i o n and t y p i f i c a t i o n (38) 
4. Shor tage o f adequa te e q u i p m e n t (36) 
5. L a c k o f t r a i n i n g and e x t e n s i o n - t r a i n i n g (31) 
6. E x a g g e r a t e d r e q u i r e m e n t s o f t o l e r a n c e (27) 
7. D e f i c i e n c i e s in I n f o r m a t i o n (25) 

C. Problems on the part of designers: 

1. A v e r s i o n t o w a r d s t he n o v e l t y (48) 
2. Inadequate p a y m e n t f o r the surp lus w o r k i nvo lved (47) 
3. Pass iv i t y (40) 
4. Regarded as t he cause o f an excess ive wo rk load (38) 
5. S c a r c i t y o f adequa te k n o w l e d g e (33) 
6. L a c k o f i n t e r e s t (30) 

D . Problems on the part of leaders: 

1. They a re a f r a i d o f n e g l e c t i n g t he p e r f o r m a n c e o f f u n d a m e n t a l tasks (44) 
2. They do no t see the advan tages o f t r us ted , ye t t o t h e m n o v e l , des ign 

methods (41) 
3. They t e n d t o handle t he new m e t h o d s as, p r i m a r i l y , an o p p o r t u n i t y fo r 

d r a w i n g a d d i t i o n a l i n c o m e (34) 
4. They doubt the a b i l i t i e s o f the s t a f f - m e m b e r s conce rned w i t h such 

m a t t e r s (27) 
5. P ro fess iona l jea lousy (26) 

Problems of the data-base 

W i t h o u t c o m p u t e r - a i d , the t e c h n o l o g i c a l des ign o f new, u p - t o - d a t e p roduc ts , t he i r 
a d j u s t m e n t t o a c t u a l cond i t i ons , and t h e ope ra t i on and m a i n t e n a n c e o f c o m p l e x 
sys tems a re b e c o m i n g less and less poss ib le . C o m p u t e r - a i d , h o w e v e r , can be r e a l l y 
e f f i c i e n t on ly i f , in t he da ta -base r e c o r d e d in the backg round s t o r a g e o f the c o m -
p u t e r , the s ty le numbers o f m a t e r i a l s and componen ts t o be b u i l t (or a l ready b u i l t ) 

1 Our experts were asked to arrange the individual factors into groups and, within these 
groups, to place the factors in an order of importance. The figure in brackets (percent-
age) following each factor indicates the frequency with which the given factor is mentioned. 
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i n t he g iven p roduc t ( s ) , numbers o f d raw ings , t e c h n o l o g i c a l p a r a m e t e r s , da ta on 
l oad , number o f p i eces , s t r u c t u r a l s izes and ca l i b res , d a t a on t o l e r a n c e s and o the r 
c h a r a c t e r i s t i c s co r respond , each w i t h the o t h e r . They mus t co r respond e x a c t l y , 
f u l l y , unambiguous ly and in an u p - t o - d a t e manner t o the p r e s c r i p t i o n s , i .e . t o the 
a c t u a l l y s to red m a t e r i a l s and c o m p o n e n t s . In o the r words , c o m p u t e r a id can only be 
e f f i c i e n t i f the reality and i t s projections w i t h i n the d a t a - b a s e a r e in p e r f e c t ha r -
m o n y w i t h each o t h e r . 

U n f o r t u n a t e l y , unde r e x i s t i n g d o m e s t i c cond i t i ons , t he task o f ensur ing t h a t p e r -
f e c t ha rmony is a l w a y s b rough t u p - t o - d a t e seems t o be a m o s t d i f f i c u l t task . H o w -
e v e r , i f th is h a r m o n y canno t be ensu red , the c o m p u t e r w i l l n o t be ab le t o execu te 
i t s task p r o p e r l y . To quo te one r e n o w n e d Hungar ian c o m p u t e r sc ience e x p e r t : "a 
j u m b l e , even i f c o m p u t e r i z e d , r e m a i n s n o t h i n g bu t chaos" . 

As i t appears, one key i n f r a s t r u c t u r a l issue r e l a t e d t o t h e a c c e l e r a t i o n o f the 
c o u n t r y ' s t e c h n o l o g i c a l d e v e l o p m e n t concerns the way in w h i c h the i n f o r m a t i o n 
sys tems and d a t a f i l e s o f compan ies (e.g. the sys tem i n v o l v i n g t he ' c a l l numbers ' 
o f d rawings) - c a n be made s u i t a b l e f o r process ing by m a c h i n e . These have deve l -
o p e d on the basis o f t r a d i t i o n s c o v e r i n g severa l decades, and thus they have be-
c o m e qu i te r i g i d ; a lso , they a re so j u m b l e d and o f t e n c o n t r a d i c t o r y t h a t they a re 
q u i t e unsu i tab le f o r c o m p u t e r i z a t i o n . As an a l t e r n a t i v e , how can we r a d i c a l l y 
change the i n f o r m a t i o n sys tems t h e m s e l v e s so t h a t t h e y w i l l be easy t o handle by 
c o m p u t e r ? In t h e l a t t e r case, t he w h o l e da ta f i l e needs t o be re - coded and th is 
m a y , occas iona l l y , i m p l y the r e - s y s t e m a t i z a t i o n and m a n u a l process ing of many 
thousands or even m i l l i o n s o f d a t a . 

Add ing t o t h i s is t he f a c t t h a t t h e con ten t s o f the g i v e n d a t a f i l e - in b o t h 
cases - must be c o n t r o l l e d i t e m by i t e m t o see whe the r or n o t t h e y t a l l y w i t h the 
r e a l f a c t s and a re up to the e x p e c t a t i o n s . In th i s way the d e f e c t s , super f luous du-
p l i c a t i o n s , c o n t r a d i c t i o n s and o u t d a t e d da ta can be e l i m i n a t e d . I t is on ly in th i s 
w a y t h a t the d a t a f i l e may m a k e i t s e l f su i tab le fo r h a n d l i n g by c o m p u t e r . M o r e -
o v e r , s t r i c t o r g a n i z a t i o n a l measures shou ld be t aken so t h a t t h e ma in tenance o f the 
d a t a f i l e can be c o n t i n u o u s and u p - t o - d a t e . I t is also necessary t o see t h a t the in -
pu t o f new d a t a , a n d the d e l e t i o n o r m o d i f i c a t i o n o f t he o l d d a t a , is c a r r i e d o u t 
by no t m o r e t h a n one respons ib le c h e c k - p o i n t . I f such p r a c t i c e s a re not observed, 
i t is i nev i t ab l e t h a t t he da ta f i l e w i l l s u f f e r i n ju r ies and b e c o m e repea ted ly ' i n -
f e c t e d ' such t h a t d e v i a t i o n s f r o m r e a l i t y and f r o m e x p e c t a t i o n s w i l l be ' r e - c r e a t -
ed ' again and a g a i n . 

I t goes w i t h o u t say ing t h a t a c o m p u t e r - a i d based on a r e a l i s t i c and u p - t o - d a t e 
d a t a f i l e may g i v e i nva luab le he lp no t on ly t o t he t e c h n o l o g i c a l design bu t also t o 
m a n u f a c t u r i n g , q u a l i t y - c o n t r o l and t o m a i n t e n a n c e . 

5 . Summary Conclusions and Recommendat ions 

The past f ew y e a r s have b rough t v e r y cons iderab le changes b o t h as regards t e c h -
n i c a l - t e c h n o l o g i c a l d e v e l o p m e n t and the e c o n o m i c e n v i r o n m e n t . The app l i c a t i on o f 
C A D / C A M sys tems in i ndus t r i a l c o m p a n i e s in t he m a r k e t - o r i e n t e d coun t r i es has in -
c reas ing ly b e c o m e a genera l p r a c t i c e and th is t r e n d c o n t i n u e s t o ra ise the leve l o f 
demand on the p a r t o f the m a r k e t . Th is r i s ing demand a lso appears in the q u a l i t y 
o f p roduc ts , t h e i r e f f i c i e n c y and a lso in a sharp p r i ce c o m p e t i t i o n . The m e n t i o n e d 
tendenc ies c o m p e l an ever w i d e r range o f i ndus t r i a l c o m p a n i e s t o c o m p u t e r i z e 
t h e i r design and m a n u f a c t u r i n g p rocesses . 

In Hungary , t h e t e c h n o l o g i c a l r e n e w a l o f design is go ing on ve r y s low ly , and i t 
is laden w i t h c o n t r a d i c t i o n s . The la rge number o f types o f h a r d w a r e f a c i l i t i e s had 
made the p r o b l e m o f c o m p a t i b i l i t y a genera l one. The s h o r t a g e t h a t can be o b -
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served in the f i e l d o f h a r d w a r e a lso appears in r e l a t i o n t o the basic s o f t w a r e ne -
cessary f o r the i m p l e m e n t a t i o n o f C A D sys tems. 

O w i n g t o the a b o v e - m e n t i o n e d prob lems, a cons iderab le p a r t o f the resources 
a v a i l a b l e f o r c o m p u t e r t echn iques are p resen t l y spent m a i n l y on a d m i n i s t r a t i v e 
and p r o d u c t i o n - t y p e d a t a process ing. Graph ic da ta process ing and t e c h n o l o g i c a l 
p r o b l e m - s o l v i n g have no t y e t deve loped and thus have no t y e t b e c o m e s i g n i f i c a n t 
f e a t u r e s . C o m p u t e r resources a re app l ied to eng inee r i ng and t e c h n o l o g i c a l tasks in 
such a way t h a t the c a p a b i l i t i e s h idden in these f a c i l i t i e s are no t e x p l o i t e d t o the 
g r e a t e s t possible e x t e n t . 

In mos t compan ies , the i n f r a s t r u c t u r a l backg round necessary f o r t he e f f i c i e n t 
i m p l e m e n t a t i o n o f C A D has no t ye t t aken shape. A cons iderab le inc rease in e f f e c -
t i veness can on ly be ach ieved i f t he a u x i l i a r y f a c i l i t i e s and a c t i v i t i e s a re g iven the 
same a t t e n t i o n as t he c o m p u t e r i t s e l f . I t is o f t e n t he case t h a t the necessary r e -
o r g a n i z a t i o n s , the p rov i s i on o f i n f o r m a t i o n supply and the r e s u l t i n g changes lead 
t o success - but the same f a c t o r s may also b r i ng abou t f a i l u res . 

In the f o l l o w i n g s e c t i o n t h e r e is a summary o f the measures and o r g a n i z a t i o n a l 
p rocedures wh ich , i n our op in ion , cou ld speed up, m a k e m o r e u n i f o r m and m a k e 
eas ier the i n t r o d u c t i o n and use o f C A D systems in Hunga ry . 

The r e l a t e d tasks p resen t t hemse lves at t h ree leve ls . 

At the level of the national economy 

A t th i s l eve l i t is necessary t o c r e a t e an e n v i r o n m e n t w h i c h encourages compan ies 
t o i n t r o d u c e C A D sys tems. Compan ies should a lso be g i ven c o n c r e t e he lp in t h e i r 
purchase (e.g. the r e d u c t i o n o f cus toms on c o m p u t e r f a c i l i t i e s , t ax a l l owances f o r 
compan ies app ly ing advanced techno log ies , and o the r f i n a n c i a l concessions. 

- Since the p roduc ts des igned by C A D are i n tended fo r m a n u f a c t u r e , beside de-
ve lop ing the p r o d u c t i o n techno log ies , inc reased a t t e n t i o n should also be pa id 
t o i m p r o v i n g the q u a l i t y o f m e t a l l u r g i c a l p roduc t s and t o the p r o d u c t i o n o f 
new s t r u c t u r a l and s y n t h e t i c m a t e r i a l s . 

- The cost p r i ce of the C A D systems is ve r y h igh and t h e r e f o r e i t wou ld be 
p r a c t i c a l to l i m i t the ' v a r i e g a t i o n ' of systems to be i m p l e m e n t e d in the f u t u r e . 
A c o m m i t t e e or s i m i l a r o r g a n i z a t i o n - even i f engaged in th is a c t i v i t y on on ly 
a p a r t - t i m e basis - w o u l d be responsib le fo r m a k i n g r e c o m m e n d a t i o n s on the 
h a r d w a r e and s o f t w a r e e l e m e n t s o f C A D w h i c h c o u l d be best adop ted in v a -
r ious f i e l ds o f i n d u s t r y . O f course, t o do th is t hey should have f u l l know ledge 
o f r e c e n t t rends , the w o r l d m a r k e t supply and d o m e s t i c cond i t i ons . 

Th is c o m m i t t e e or o r g a n i z a t i o n wou ld reg i s te r a l l t he r e a l i z e d C A D app l i ca t i ons , 
so t h a t the i n t r o d u c t i o n o f i n c o m p a t i b l e systems cou ld be avo ided , se rv i c i ng w o u l d 
be s i m p l e r , and a l l th is m i g h t r esu l t in a broader s o f t w a r e m a r k e t . 

At the company level 

I t w o u l d be p r a c t i c a l i f the compan ies cou ld p repa re p lans t o deve lop i n f o r m a t i o n 
t echno logy w i t h i n the c o m p a n y . This wou ld y i e l d a doub le b e n e f i t : on the one hand, 
i t w o u l d l ead to the d i scove ry o f loops and dead-ends h idden in t he present f l o w 
o f i n f o r m a t i o n and, w i t h these e l i m i n a t e d , the c o m p a n y ' s wo rk cou ld be g r e a t l y 
i m p r o v e d ; on the o the r hand, in case o f a dec is ion r e l a t e d t o t h e i n t r o d u c t i o n o f 
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some k ind of c o m p u t e r i z e d t echno logy , based on the a l ready e l a b o r a t e d p lan , i t 
w o u l d be possible t o f o r m u l a t e , mo re r a p i d l y , a s t r a t e g y f o r i n t r o d u c i n g ( in th i s 
case) C A D . 

- In the course o f the f u r t h e r d e v e l o p m e n t o f t he i r a c t i v i t i e s , the compan ies 
ought t o t a k e i n t o accoun t t he poss ib i l i t i es o f j o i n i ng in t he C A D / C A M sys-
tems to be i n t r o d u c e d in t he nearer or f a r t h e r f u t u r e . ( 'S tepw ise 1 s t r a t e g y o f 
deve lopmen t . ) 

- I t wou ld be use fu l i f the compan ies w h i c h p lan t o i n t r o d u c e C A D sys tems in 
the fo reseeab le f u t u r e , had easy access t o i n s t i t u t i o n s w e l l - v e r s e d in c o m p u t e r 
techno log ies . They c o u l d then o b t a i n e x p e r t adv ice , and thus make a s e l e c t i o n 
o f a rea l l y sound sys tem ou t o f the many systems ava i l ab l e on t h e w o r l d m a r -
k e t . In the case o f d o m e s t i c d e v e l o p m e n t s they cou ld a c q u i r e e x a c t s p e c i f i c a -
t i on s t a t e m e n t s - these be ing o f the u t m o s t i m p o r t a n c e . 

A system w h i c h is no t best su i ted t o t h e p a r t i c u l a r tasks o f t he g i ven company 
w o u l d cause a l o t o f anguish w i t h i t s use and - wha t is even worse - w o u l d w o r k 
a t a loss. 

- The i n t r o d u c t i o n o f the C A D sys tem i n t o the course o f d a y - t o - d a y w o r k r e -
quires very c a r e f u l p r e p a r a t i o n . I t is necessary t o set up a g roup w h i c h is en -
gaged in C A D on ly , and i ts p lace shou ld be ve r y cau t i ous l y se lec ted w i t h i n the 
company s t r u c t u r e . 

I ns t r uc t i on d i r e c t l y c o n n e c t e d w i t h w h a t should be k n o w n o f C A D / C A M in 
genera l needs t o be p rov i ded fo r f u t u r e users a t an e a r l y s tage - perhaps a t 
the t i m e o f t he b i r t h o f the idea. I f , h o w e v e r , a s i m i l a r sys tem is a l r eady a t 
work somewhere , i t is adv isab le t o l aunch a l o n g - t e r m c o o p e r a t i o n as soon as 
possible. 

- F ina l l y , i t is a lso i m p o r t a n t t h a t w h e n C A D is i n t r o d u c e d the des igners should 
be made i n t e r e s t e d in one f o r m or ano the r in the use o f the s y s t e m . They 
should a p p r e c i a t e t h a t t hey have been g iven good chances fo r b o t h l ea rn ing 
and using the c o m p u t e r techn iques . 

At personal level 

In the case o f the i n t r o d u c t i o n o f the C A D sys tem, the most d i f f i c u l t bu t t he mos t 
i m p o r t a n t task fa l l s on t he user ( the des igner or c o n s t r u c t o r ) . 

The user has t o r e c o g n i z e t h a t c o m p u t e r i z e d t echno logy w i l l m a k e w o r k eas ier 
r a t h e r than m o r e d i f f i c u l t . Howeve r , the user must r e a l i z e t h a t on ly a f t e r s t r enu -
ous e f f o r t s (and o v e r c o m i n g the love o f t he o lder techn iques t o w h i c h he or she 
is accus tomed) , w i l l he or she learn to m a s t e r the sys tem. The user 's c u r i o s i t y and 
responsiveness t o w h a t is a n o v e l t y should be p laced to t he f o r e , and should reach 
such a h igh inner m o t i v a t i o n t h a t i t w i l l enab le h i m or her t o o p e r a t e the sys tem 
even under adverse c i r c u m s t a n c e s . 
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PROMOTION A N D L IMITS TO THE APPLICATION OF INDUSTRIAL 
ROBOTS IN H U N G A R Y 

M Á R T A K I E F E R 

I t is c o m m o n k n o w l e d g e t h a t no c o m p e t i t i v e i n d u s t r i a l p r o d u c t p a t t e r n can be 
composed w i t h o u t an u p - t o - d a t e p r o d u c t i o n c u l t u r e . A n i m p o r t a n t c o n d i t i o n o f t h e 
l a t t e r is t he qu ick i n t r o d u c t i o n o f new t e c h n i c a l e q u i p m e n t and techno logy as w e l l 
as t he s e t t i n g up o f f l e x i b l e m a n u f a c t u r i n g systems (FMS) t o suppor t t h e m . Indus-
t r i a l r obo ts are a v i t a l e l e m e n t o f t h a t process. 

What do we m e a n by i ndus t r i a l r o b o t s ? The answer is no t so s imp le , f o r a g r e a t 
number o f d e f i n i t i o n s a re c u r r e n t l y in use. I op ted f o r t w o o f t h e m and f o r t h e 
purposes o f my resea rch I mean by ' i n d u s t r i a l r obo t s ' t he f o l l o w i n g : r e - p r o g -
r a m m a b l e , m u l t i - p u r p o s e m a n i p u l a t o r s c o n n e c t e d up t o some process ing u n i t and 
equ ipped w i t h m o r e t h a n one grade o f f r e e d o m , servo or o t he r c o n t r o l and poss ib ly 
also w i t h sensors. Such m a n i p u l a t o r s are capable o f m o v i n g ob jec t s , pa r t s , t o o l s 
and spec ia l dev ices a long var ious p r e - p r o g r a m m e d paths in o rder t o p e r f o r m a p a r -
t i c u l a r t ask . 1 (Consequen t l y , m a n u a l l y c o n t r o l l e d m a n i p u l a t o r s d id n o t f o r m p a r t 
o f m y research . ) 

The exper iences I a m go ing t o r e c o u n t have been c o l l e c t e d in t he course o f 
severa l case s tud ies and ques t i onna i re surveys made a t 20 i n d u s t r i a l c o m p a n i e s . 
The survey cove red nea r l y 75 per cen t o f a l l i n d u s t r i a l r obo ts in use, i .e . 51 s a m -
ples. One a i m of m y research was t o e x p l o r e the c o m p o s i t i o n o f i n d u s t r i a l r o b o t s , 
the reasons fo r the de lay o f t he i r i n t r o d u c t i o n in Hunga ry , the d i f f i c u l t i e s o f i n -
t e g r a t i n g t h e m i n t o i n d u s t r i a l p r o d u c t i o n and the r e l e v a n t l o n g - t e r m concep ts . A n -
o the r a i m o f the resea rch was t o ana lyse the reasons beh ind the t roub les w i t h t h e 
purchase and o p e r a t i o n o f robots , and t o i n v e s t i g a t e t he i r i m p a c t on the p r o d u c t 
p a t t e r n . Th is a r t i c l e sets f o r t h a f e w m a j o r f ind ings o f t h a t r esea rch . 

Phasic De lay in the Introduction of Industr ial Robots 

I n t e r n a t i o n a l expe r i ence ind i ca tes t h a t 60 to 64 per cen t o f a l l r obo t s w e r e p u r -
chased in 1984/1985. This a c c e l e r a t i o n mus t also have p layed an i m p o r t a n t r o l e 

1 Source: based on the definitions of the CMEA draft norm concerning industrial robots, pre-
pared by the International Standard Organization (ISO) and Hungarian experts, trends in 
the Manufacture and Application of Industrial Robots, Budapest, 1985, Central Statistical 
Office of Hungary. 
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w h e n the number o f r o b o t s e m p l o y e d in H u n g a r y nea r l y t r e b l e d b e t w e e n 1981 and 
1986. (Table 1) 

H o w e v e r , Table 1 shows t h a t the ve r y f i r s t r o b o t was i n t r o d u c e d in Hungary in 
1972, wh i l e in i n d u s t r i a l i z e d coun t r ies t h i s same e v e n t happened some 5 or 10 
y e a r s e a r l i e r . The lag g r o w s , however , m u c h b igge r i f we look a t the number o f 
r o b o t s put i n t o o p e r a t i o n in t he per iod f o l l o w i n g t h e purchase o f t he f i r s t robo ts . 
W h i l e a t o t a l of 70 r o b o t s were i ns ta l l ed b e t w e e n 1976 and 1986 in Hunga ry , in 
t h e US as many as 20 ,000 un i t s were pu t i n t o o p e r a t i o n in t he years b e t w e e n 1961 
and 1 985. As c o m p a r e d w i t h Hungary , the p r o l i f e r a t i o n o f robo ts was m u c h q u i c k e r 
in G r e a t B r i t a i n and Wes t Ge rmany as w e l l . ( B e t w e e n 1983 and 1985, the number 
o f robo ts g rew f r o m 1,753 to 3,208 in G r e a t B r i t a i n and f r o m 4 ,800 to 8,800 in 
Wes t Germany . ) 

T e c h n i c a l L e v e l and C o u n t r y o f O r i g i n o f R o b o t s I n s t a l l e d 

W i t h r ega rd t o the t e c h n i c a l leve l o f d e v e l o p m e n t o f the r obo t s under survey , a 
w i d e l y va r i ed p i c t u r e p r e s e n t s i t s e l f ; h o w e v e r , i t is f a i r t o say t h a t most o f t h e m 
a r e less soph i s t i ca ted ones o f the s o - c a l l e d f i r s t and second gene ra t i ons . My r e -
sea rch showed t h a t 53 pe r c e n t o f a l l r o b o t s i n use a re o f the second gene ra t i on , 
i . e . p r o g r a m m a b l e r o b o t s w i t h a ra the r s i m p l e m e m o r y ; 34 per cen t o f a l l r obo ts 
in use are f r o m the f i r s t genera t i on . (Mos t o f the l a t t e r a re m e c h a n i c a l l y con -
t r o l l e d and cannot be p r o g r a m m e d fo r m o r e t h a n one o p e r a t i o n . ) U n f o r t u n a t e l y , 
t h e share of s o - c a l l e d i n t e l l i g e n t robo ts in H u n g a r i a n i ndus t r y is a m e r e 3.9 per 
c e n t , wh i l e in i n d u s t r i a l i z e d Western c o u n t r i e s t h e y accoun t f o r 30 to 50 per c e n t . 

In my v iew , th i s gap has been caused, a m o n g o t h e r reasons, by the b a c k w a r d -
ness o f bo th the m a n u f a c t u r e and d e v e l o p m e n t o f r obo t s in H u n g a r y . (Table 2) 

O f the numerous d r a w b a c k s caused by t h e r e l a t i v e l y b a c k w a r d s ta te o f r obo t 
m a n u f a c t u r e and r o b o t d e v e l o p m e n t in H u n g a r y , I wan t t o focus on the d isadvan-
tages a r i s ing f r o m t h e f a c t t h a t most r o b o t s a re ava i l ab l e f r o m i m p o r t s on l y . I t is 
no acc iden t t h a t no m o r e t h a n 7 (13 per c e n t ) o f t he 51 robo ts used by the c o m -
panies under survey a re Hunga r i an -made and t h a t the bu lk c a m e f r o m (ma in l y 
Wes te rn ) i m p o r t s . The o v e r w h e l m i n g n u m b e r o f r obo t s in use c a m e f r o m Weste rn 
Eu rope and Japan. In f a c t , the i n d u s t r i a l i z e d Wes te rn c o u n t r i e s e x p o r t a g rea t 
number of robo ts ; t h e d i f f e r e n c e , and t h e t r o u b l e , is t h a t t h i s is no t t he case in 
H u n g a r y . Do l la r e x p o r t s , and the e x p o r t o f r obo t s in genera l , p lay a m u c h lesser 
p a r t here . The n e g l i g i b l e expo r t s we do m a k e go m a i n l y t o C M E A c o u n t r i e s . Tak ing 
t h e dec is ive bu t less and less p rese rvab le r o l e o f c o n v e r t i b l e c u r r e n c i e s i n t o a c -
c o u n t , one mus t a d m i t t h a t the p rospec ts o f pu rchas ing robo ts f r o m the West a re 
n o t t oo b r i g h t . C o n s e q u e n t l y , the a i m o f sp read ing i n d u s t r i a l r obo t s q u i c k l y is o f 
ques t ionab le v i a b i l i t y . (As I w i l l expound i t l a t e r , r obo t s i m p o r t e d f r o m C M E A 
coun t r i es are o f such poor qua l i t y t h a t t h e y are h igh ly u n l i k e l y t o r ep lace ones 
i m p o r t e d f r o m the Wes t f o r a cons iderab le t i m e . ) 

F i e l d s o f A p p l i c a t i o n o f t h e Robots in Use 

The stage o f d e v e l o p m e n t o f robots in use is, among o the r th ings , i n d i c a t e d by the 
t y p e o f work such e q u i p m e n t is capab le o f . I n t e r n a t i o n a l tendenc ies suggest t h a t 
t he m o r e advanced t h e robo t s are, t he b igge r the share o f those su i tab le f o r m o r e 
soph is t i ca ted tasks is . 



Table 1 

Major milestones in the introduction of industrial robots in Hungary 
and in some industrial ized Western countries 

F i r s t US-made robo t ( U n i m a t i o n ) i ns ta l l ed a t 
Genera l M o t o r s 

F i r s t US-made robo t i ns ta l l ed a t NISSAN 

F i r s t US-made r o b o t i ns ta l l ed in Sweden 

G K N buys l i cences f r o m U n i m a t i o n 

Purchase o f f i r s t robo t (CsMSzG U n i m a t e MK11) 

I ndus t r i a l a p p l i c a t i o n o f sys tem inc lud ing severa l se rvo -
c o n t r o l l e d robo ts a t t he Hódmezővásá rhe l y p lan t 
o f F I M (Pa in t i ng ) 

200 robots emp loyed in d o m e s t i c i ndus t ry 

20 robots e m p l o y e d in d o m e s t i c indus t ry 

70 robots e m p l o y e d in domes t i c i ndus t ry 

C o u n t r y Year E s t i m a t e d de lay 
( in years) 

USA 1961 

Japan 1967 

Sweden 1967 

G r e a t B r i t a i n 1965 

Hungary 1972 5 - 1 0 

Hungary 1977 10 

US 1970 

Hungary 1981 15-20 

Hungary 1986 20-25 

Sources: B r i t i s h Robo t Assoc ia t i on , Robot Facts 1986; Production and Use of Industrial Robots, New Y o r k , 1985, U N ; 
P rospec t i ve Impact of Robot Technics on the Hungarian Economy, Budapest , 1986, O M F B ; 
Science and Technology - Report 1984-85, London, D T I ; 
M . K i e f e r , Stimuli and Hindrance to the Application of Industrial Robots in Hungary -
Research Report, Budapest , November 1987. 
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Table 2 

Major milestones in the manufacture and development 
o f industrial robots in Hungary 

and in some industr ia l ized countries 

C o u n t r y Yea r E s t i m a t e d 
de lay in 
years 

G e o r g e Devo l ' s p a t e n t f o r a un ive rsa l 
a u t o m a t i o n app l i ed f o r U S A 1954 

F i r s t Hunga r i an r o b o t - r e l a t e d p a t e n t 
a p p l i e d fo r H u n g a r y 1975 

Based on Devo l ' s p a t e n t , m a n u f a c t u r e 
o f robo ts l aunched a t U n i m a t i o n USA 1960 

K a w a s a k i buys l i c e n c e f r o m 
U n i m a t i o n , US; d o m e s t i c 
m a n u f a c t u r e l aunched Japan 1968 

D o m e s t i c m a n u f a c t u r e launched Sweden 1971 

F o r an order f r o m the Sov ie t 
U n i o n Tungsram beg ins 
m a n u f a c t u r e o f r e l o a d i n g 
r o b o t s Type M T E 55 H u n g a r y 1981 5 - 1 0 

G e n e r a l Mo to r s launches m a n u f a c -
t u r e o f un iversa l assemb ly 
r o b o t s ( P U M A ) U S A 1975 

A S E A marke t s in r o b o t w i t h e l e c t r i c 
s e r v o - c o n t r o l Sweden 1974 

C s M E G ' s robot w i t h h y d r a u l i c 
s e r v o - c o n t r o l and R e k a r d ' s 
(Gyt t r ) robot w i t h e l e c t r i c 
s e r v o - c o n t r o l pu t on t he 
m a r k e t H u n g a r y 1985 10-15 

S Z T A K I ' s seeing m o d u l e d isp layed 
a t the BNV H u n g a r y 1984 5 

Sou rces : Production and Use of Industrial Robots, New Y o r k , 1985, U N ; 
Prospective Impact of Robot Technics on the Hungarian Economy, 
O M F B S tudy , Budapest , 1986; 
Science and Technology - Report 1984-1985, London, D T I . 
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W i t h r e g a r d t o t he f i e lds o f t h e i r a p p l i c a t i o n , robo ts c o m e under the f o l l o w i n g 
headings: process ing, assembly , se rv i c i ng , m a t e r i a l hand l i ng , measur ing and c o n -
t r o l l i n g . Us ing these i n t e r n a t i o n a l ca tego r i es , robo ts i n s t a l l e d (and surveyed) in 
Hungary b r e a k d o w n in t he f o l l o w i n g w a y : 

Table 3 

Breakdown of robots installed a t the companies under survey, 
according to their main f ields of appl icat ion in 1986 

Type o f r obo t s a c c o r d i n g to t h e i r 
m a i n f i e l ds o f a p p l i c a t i o n 

N u m b e r 

o f 

Pe rcen tage 

robo ts 

Process ing 19 37.2 
Assemb ly 1 1.9 
Serv i c ing 29 56.8 
M a t e r i a l hand l i ng (be tween s i tes) - -

Measur ing , c o n t r o l l i n g 2 4.1 
O the rs - -

T o t a l 51 100.0 

As Table 3 shows, se rv i c i ng robo ts accoun t fo r 56.8 per c e n t , or mo re than h a l f , 
o f a l l r obo t s used by Hungar ian compan ies . (Most a re r obo t s se rv i c i ng C N C m a -
ch ine too ls . ) The second b iggest g roup is t h a t o f the process ing ( p r i m a r i l y we ld ing ) 
robo ts : 37.2 per c e n t . The sma l l pe r cen tage o f assembly robo ts and the lack o f 
those fo r measu r i ng and c o n t r o l l i n g is s t r i k i n g . I t is the low pe rcen tage o f assembly 
robo ts in p a r t i c u l a r t h a t i nd i ca tes the c lose r e l a t i o n s h i p o f the t e c h n i c a l l eve l 
and f i e l d o f a p p l i c a t i o n o f r obo ts . (As I m e n t i o n e d b e f o r e , r obo t s in Hungary a re 
m a i n l y o f t he f i r s t and second gene ra t i ons and as such a re , as a m a t t e r o f course, 
unsu i tab le f o r p e r f o r m i n g m o r e s o p h i s t i c a t e d and h igh l y demand ing assembly 
w o r k . ) 

Character of the Robots According to Operat ion Integrat ion -
Questionmarks Concerning the Ex tent of Progress 

W i t h r e g a r d t o t h e i r p r o f i t a b l e e m p l o y m e n t , t he c h a r a c t e r and q u a l i t y o f the in-
t e g r a t i o n o f robo ts is a m a t t e r o f g rea t i m p o r t a n c e . I f we cons ider p r o f i t a b l e ope r -
a t i o n and the a c h i e v e m e n t o f a f l e x i b l e p a t t e r n o f p roduc ts , i t makes qu i t e a d i f -
f e r e n c e w h e t h e r a robo t is w o r k i n g on i ts o w n or as a pa r t o f some f l e x i b l e m a n u -
f a c t u r i n g u n i t , c e l l , or sys tem. I n t e r n a t i o n a l expe r i ence i n d i c a t e s t h a t most r obo t s 
a re e m p l o y e d in f l e x i b l e m a n u f a c t u r i n g ce l l s or systems (FMS). (The pe rcen tage o f 
robo ts e m p l o y e d in FMS is a round 10 per cen t in G r e a t B r i t a i n , bu t as h igh as 50 
t o 60 per cen t in t h e US and Japan, and 15 to 35 per cen t i n Wes te rn Europe.) 

The s i t u a t i o n is m u c h less rosy i f we look a t the H u n g a r i a n compan ies under 
su rvey . The re a re v e r y few f l e x i b l e m a n u f a c t u r i n g systems and the pe rcen tage o f 
robo ts app l i ed in f l e x i b l e m a n u f a c t u r i n g ce l l s is also much l owe r (Table 4). 
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Table U 

Actua l and projected breakdown of robots in use according to 
the integrat ion o f operat ion 

T y p e of opera t ion i n t e g r a t i o n 
o f robots 

A c t u a l and p r o j e c t e d b r e a k d o w n o f robo ts 
a c c o r d i n g t o the i r o p e r a t i o n i n t e g r a t i o n 

1986 1987-1995 

N u m b e r % N u m b e r 

I n d i v i d u a l ope ra t i on 
P a r t o f f l e x i b l e m a n u f a c t u r i n g un i t 
P a r t o f f l ex i b l e m a n u f a c t u r i n g c e l l 
P a r t o f FMS 

28 
15 
9 

54.9 15 
29.4 10 
15.7 21 

5 

29.2 
19.6 
41.1 
10.1 

T o t a l 51 100.0 51 100.0 

Thus i t can be seen t h a t in 1987, 54.9 per cen t o f a l l r obo t s under survey (over 
h a l f o f them) we re o p e r a t e d i n d i v i d u a l l y . The res t f o r m e d p a r t o f a f l e x i b l e m a n u -
f a c t u r i n g un i t or c e l l , a l t hough the share o f t he l a t t e r was s m a l l e r (15.7 per c e n t ) . 
N o examples or FMS c o u l d be found. 

The p i c t u r e is b r i g h t e r fo r the f u t u r e . I t is e x p e c t e d t h a t in t e n years 10.1 per 
c e n t o f the robo ts o w n e d by the compan ies a re go ing t o be o p e r a t e d w i t h i n an 
F M S and the share o f robots o p e r a t e d i n d i v i d u a l l y w i l l be r e d u c e d by h a l f . (Th is 
w i l l s t i l l be a p r e t t y h i gh p r o p o r t i o n : 29.2 per cen t . ) 

As fo r the r e a l i t y o f such plans, t w o m a j o r quest ions a r i se . Cons ide r i ng the a l -
ready urgent need f o r a f l e x i b l e m o d i f i c a t i o n o f the i n d u s t r i a l p r o d u c t p a t t e r n , i t 
is open t o ques t ion i f such progress can be made i f over the n e x t t e n years e v e r y 
t h i r d robo t is i n d i v i d u a l l y ope ra ted . The p r o p o r t i o n is t oo h igh e v e n now, espec ia l l y 
i f compared w i t h t h e p r a c t i c e o f i n d u s t r i a l i z e d coun t r i es . On the o the r hand, i t 
is d o u b t f u l i f the p r o b l e m s to be d iscussed l a te r ( concern ing o r g a n i z a t i o n a l issues 
and background i ndus t r i es ) can be success fu l l y coped w i t h in t he years t o c o m e . 

The Reasons Why Companies Instal l Robots 

I f ound tha t the u n i f o r m a t t i t u d e o f c o m p a n y managements , w h i c h was d isp layed in 
t h e f i r s t stage o f i n s t a l l a t i o n ( i .e . in the l a te 1970s), is no longer t h e r e . For years , 
t h e m o t i v a t i o n fo r many companies was t h a t the i n t r o d u c t i o n o f robo t t e c h n i c s 
m i g h t improve the company ' s image , b e i n g the equ i va len t o f q u a l i t y and progress 
and a f a v o u r i t e c a t c h w o r d in a d v e r t i s e m e n t s . I t is s i g n i f i c a n t t h a t in the i r r ep l i es 
t o my quest ions, 80 per cent o f the compan ies l i s ted p res t i ge cons ide ra t i ons as a 
m o t i v e fo r i n s t a l l i ng robo ts . 

A m o n g the m a j o r reasons fo r a c q u i r i n g robo ts , a l l compan ies c i t e d t he des i re t o 
ach ieve be t t e r p r o d u c t i v i t y and t o r e a l i z e shor te r p r o d u c t i o n t i m e s and the need 
t o emp loy less l i v e l abou r . Besides po l i sh ing t h e i r p res t ige , mos t compan ies s t ressed 
t h e i r desire fo r u n i f o r m qua l i t y and q u i c k e r changes f r o m one p r o d u c t t o a n o t h e r . 
Surpr is ing ly enough, less than one ha l f o f a l l compan ies su rveyed e x p e c t e d t h e i r 
robo ts t o he lp t h e m ra ise the i r p r o d u c t s t o a h igher c a t e g o r y o f q u a l i t y . I t is j us t 
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as r e m a r k a b l e t h a t no t a s ing le c o m p a n y m e n t i o n e d the sav ing o f m a t e r i a l a n d / o r 
ene rgy , or the r e l i ab l e m a i n t e n a n c e o f a con t i nuous w o r k i n g o r d e r . 

Qual i ty , Pr ice and Servicing: D i f fe rences Between the Sources 
o f Robot Supply 

As the c o m p o s i t i o n o f robo ts in use has a l r e a d y i nd i ca ted , mos t compan ies under 
su rvey p r e f e r Wes te rn i m p o r t s t o d o m e s t i c or C M E A sources. The re are t w o d e c i -
s ive reasons fo r t h i s : the q u a l i t y and s e r v i c i n g of robots m a d e in the West a re 
m u c h b e t t e r . As I see i t , i t w i l l c o n t i n u e t o be d i f f i c u l t t o purchase i ndus t r i a l r o b -
o ts w h i c h can be i n t e g r a t e d i n t o m a n u f a c t u r i n g l ines and w h i c h a re equ ipped w i t h 
s t a t e - o f - t h e - a r t c o n t r o l , a d a p t a b i l i t y and sensors. One o f the p rob lems is t h a t des-
p i t e d y n a m i c d e v e l o p m e n t , t he soc ia l i s t i n d u s t r y has no t c o m e up w i t h such equ ip -
m e n t . Even the s imp le r soc ia l i s t c o n s t r u c t i o n s in use are no t r e l i a b l e enough and 
d i f f i c u l t t o m a i n t a i n . A n o t h e r b ig d rawback in the soc ia l is t c o u n t r i e s is t h a t no so-
c a l l e d ' eng ineer ing s e r v i c e ' f o l l o w s the sa le o f robots , i .e . t hey do no t v e n t u r e i n t o 
a d e l i b e r a t e r o b o t i z a t i o n o f c o m p l e x tasks and f u l l processes. In o rder t o a l l e v i a t e 
th i s p rob lem, severa l a t t e m p t s w e r e made t o set up consu l t i ng o f f i c e s in Hunga ry , 
bu t I do not know i f any o f t h e m have succeeded. As I was t o l d by compan ies , 
desp i te many advances the robo t i ndus t r i es in soc ia l i s t c o u n t r i e s ( ch ie f l y i n B u l -
g a r i a and Po land) canno t p roduce e q u i p m e n t o f passable q u a l i t y and they are no t 
w i l l i n g t o supply m o r e u p - t o - d a t e e q u i p m e n t t o Hungary ( the cons ide rab le a m o u n t 
o f do l l a r i m p o r t s r e q u i r e d fo r t he m a n u f a c t u r e o f equ ipmen t o f h igher t e c h n i c a l 
s tandards makes a n o r m a l exchange of c o m m o d i t i e s w i t h i n t h e C M E A imposs ib le . ) 

The purchase o f robo ts in the West poses a t least t w o obs tac les . F i r s t , h i g h - t e c h 
robo t s a re e m b a r g o e d . In c o n t r a s t t o t he p r a c t i c e o f the 1970s, when the c o n t r o l 
u n i t o f robots f e a t u r e d r e l a t i v e l y s imp le e l e c t r o n i c s , s t a t e - o f - t h e - a r t robo ts a re 
o f t e n on the C O C O M l i s t . The emba rgo t i es the hands even o f Hungary ' s long-
s tand ing t r ade pa r t ne r s , l i ke A S E A ' s . H o w e v e r , buy ing robo ts o f a lesser q u a l i t y 
w o u l d on ly p reserve t o d a y ' s t e c h n o l o g i c a l s tandards and w iden t h e gap b e t w e e n the 
i n d u s t r i a l i z e d c o u n t r i e s and the d o m e s t i c i n d u s t r y . The lack o f f o r e i g n c u r r e n c y 
is ano the r p r o b l e m . Ta rge t s set by the C M E A coopera t i on , and the g rave e c o n o m i c 
s i t u a t i o n o f Hunga ry , e x e r t a dua l pressure on companies no t t o spend do l la rs on 
e q u i p m e n t . This s t r ong pressure misses the po in t since m o r e expens ive soc ia l i s t 
e q u i p m e n t resu l ts in a l owe r s tandard o f m a n u f a c t u r e . 

F r o m my expe r i ence i t seems t h a t the ave rage cost o f t he es tab l i shmen t o f a 
r o b o t i z e d j o b - s i t e (designed fo r t e c h n o l o g i c a l tasks) is over F t 10 m i l l i o n . H o w e v e r , 
in nea r l y 50 per cen t o f a l l cases, t he i n t e l l e c t u a l and m a t e r i a l e x p e n d i t u r e on 
pe r iphe r ies and t e c h n o l o g i c a l e q u i p m e n t f o r an ope ra t i ve t e c h n o l o g i c a l sys tem is 
o f t e n m o r e than t h a t o f a se r ia l , and v i r t u a l l y un iversa l , r o b o t . I t is o f t e n a rgued 
(and th i s f a c t hampers t he e s t a b l i s h m e n t o f c o m p l e t e t e c h n o l o g i c a l systems) t h a t 
p r i c e should be t h e on ly cons i de ra t i on app l i ed to quest ions o f r o b o t i z a t i o n : th i s 
m is leads p o t e n t i a l users. By the l a t t e r I mean no t on ly compan ies bu t also i n s t i t u -
t i ons p a r t i c i p a t i n g in the f i n a n c i n g , such as the M i n i s t r y o f I ndus t r y , IMFB , e t c . 
I t may lead t o m is takes i f the a l l o c a t i o n o f c e n t r a l m o n e t a r y sources w h i c h a re 
m e a n t t o p r o m o t e the r o b o t p r o g r a m m e , is dec ided upon on the basis o f i n c o r r e c t 
know ledge o f the a c t u a l cos ts . 
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Inconsistent Customs D u t y Policy and the Lack o f Complete 
Modern Robot Technological Systems 

The data g iven by c o m p a n i e s i nd i ca te t h a t even the comb ined sum o f the i r o w n and 
c e n t r a l resources, e a r m a r k e d fo r the a d v a n c e m e n t o f r obo t t echno logy , was n o t 
enough to enable t h e ex tens i ve es tab l i shmen t of c o m p l e t e t e c h n o l o g i c a l sys tems 
c o m b i n e d w i t h r o b o t s and assur ing b e t t e r c o m p e t i t i v e n e s s . A t th i s po in t I w a n t 
t o po in t out t h a t v a r i o u s regu la to r s add t o the i n s t a l l a t i o n cos ts o f robots , e s p e c -
i a l l y w i t h respect t o t he i m p o s i t i o n o f c u s t o m s du t ies . 

Purchases o f r o b o t s and a u x i l i a r y t e c h n o l o g i c a l e q u i p m e n t a re l iab le t o c e r t a i n 
c u s t o m dut ies. These a re r e l a t i v e l y low on robo t s (at the t i m e o f w r i t i n g 20 per 
c e n t ) . However , t h e purchase o f robo ts usua l l y f o r m s p a r t o f t he f l e x i b l e a u t o m a -
t i o n o f some process . T h e r e f o r e , t o g e t h e r w i t h the robo ts , compan ies buy a u x i l i a r y 
t e c h n o l o g i c a l e q u i p m e n t as we l l , and these l a t t e r f a l l under a h igher cus toms r a t e . 
Th is higher r a t e (50 t o 60 per cen t ) is t h e n app l i ed t o the t o t a l p r i ce . The p r a c -
t i c e not on ly renders t he purchase o f r o b o t s d i f f i c u l t bu t a lso ac ts aga in the a c -
qu i s i t i on o f c o m p l e t e techno log ies . Y e t e x p e r i e n c e shows t h a t on ly the r o b o t ' s i n -
t e g r a t i o n i n to c o m p l e t e systems p rov ides fo r t he i r e f f e c t i v e , i ndus t r i a l - sca le use. 
Y e t th is is' a c c o m p l i s h e d on ly ve ry r a r e l y , p a r t l y because o f t he a f o r e - m e n t i o n e d 
reasons. T h e r e f o r e , a m o r e cons is ten t cus toms r e g i m e is v i t a l i f the c o u n t r y ' s t e c h -
no log i ca l s tandards a re t o be increased. 

Poor Operating Condit ions, Outdated Support Industries 

The p r o g r a m m a b i l i t y and a d j u s t a b i l i t y o f i n d u s t r i a l robo ts rende r f l e x i b l e m a n u f a c -
t u r e possible. Y e t t o enab le t h e m to p e r f o r m , they need a s m o o t h supply o f m a t e -
r i a l s and par ts and the so-ca l led ' c r i t i c a l mass1 must be ach ieved when they a re i n -
t r oduced . The e m p l o y m e n t of robo ts e x e r t s an i m p a c t on t he work o f des igners , 
techno log is ts , c o n t r o l l e r s and wo rke rs a l i k e . One p iece o f e q u i p m e n t in th is f i e l d 
and in these phases o f w o r k may cause m o r e concern t h a n t e n , but i t is t he o t h e r 
w a y around w i t h m a i n t e n a n c e . 

Ano the r po in t is t h a t t he qua l i t y and c o n t i n u i t y o f the m a t e r i a l supply depends 
l a rge l y on the p r o d u c t i o n o f the suppor t i ndus t r ies . My expe r i ences suggested t h a t 
a t present , our suppo r t indust r ies are not w e l l p repa red f o r the re -p rocess ing o f 
t h e i r products us ing i ndus t r i a l robo ts . Fo r ins tance , t he re is a monopo l i s t i c s i t u a -
t i o n in the p r o d u c t i o n o f var ious s tee l p ipes and sheets and t o a c e r t a i n e x t e n t , 
t h i s involves d r a w b a c k s fo r compan ies using t he i r p roduc t s , because i t is h a r d l y 
possible t o f o r c e t h e m a n u f a c t u r e r s o f these p roduc ts t o f u l f i l changing r e q u i r e -
men ts . P r o d u c t i o n t o l e r a n c e s (such as d imens iona l a c c u r a c y o f sheets, shape and 
f o r m accuracy o f s t e e l p ro f i l es , d imens ion a c c u r a c y o f the w a l l th ickness o f s tee l 
pipes) g iven by suppor t indust r ies w h i c h en joy monopo l i s t i c pos i t ions, f r e q u e n t l y 
impede re -p rocess ing by robots . 

Over and above these po in ts , t he re a re c o n t r a d i c t i o n s h idden in the r e g u l a t o r s 
w h i c h also h inder t he e f f i c i e n t o p e r a t i o n o f robo ts . 

There are many i nd i ca t i ons about t h a t the i ndus t r i a l p o l i c y , i nc lud ing r e g u l a t i o n , 
is s t i l l hes i t a t i ng a b o u t what t o suppor t : the m a n u f a c t u r e or app l i c a t i on o f r obo ts , 
spec ia l i za t i on or s e l f - s u p p o r t . Th is has r e s u l t e d in a s i t u a t i o n in wh i ch Hungary is 
lagg ing behind even t h e m e d i u m - d e v e l o p e d C M E A coun t r i es - b o t h in m a n u f a c t u r -
ing and e m p l o y m e n t . (There have been on l y vague a t t e m p t s in m a n u f a c t u r i n g : the 
pneumat i c m a n i p u l a t o r by E IVRT is f a l l i n g f a r beh ind w o r l d s tandards even in the 
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c a t e g o r y o f m a n i p u l a t o r s , and no m o r e t h a n a f e w p ieces have been made of o t h e r 
t ypes - w i t h o u t any resu l t s ! Even now, on ly a f e w concep t s - m a i n l y ones c o n c e r n -
ing l i cence purchases - a re gene ra l l y k n o w n (V ideo ton , R e k a r d ) . 

Never the less , spo rad ic i nd i v i dua l r e a l i z a t i o n s have been r e c o r d e d in the f i e l d o f 
a p p l i c a t i o n . In t he i n d u s t r i a l i z e d coun t r i es , i t was the v e h i c l e i ndus t r y , as a g r o w t h 
b ranch , t h a t pressed ahead w i t h the d e v e l o p m e n t and a p p l i c a t i o n o f i ndus t r i a l r o b -
o ts . In Hungary the lack o f a car i ndus t r y , the d i f f e r e n t s ize o f ser ies and the l o w -
er i n n o v a t i o n s e n s i b i l i t y o f road veh i c l e m a n u f a c t u r i n g have made the i m p l e m e n t a -
t i o n o f c o n c e n t r a t e d d e v e l o p m e n t imposs ib le . For i ns tance , the announcemen t o f a 
c e n t r a l l y d e c l a r e d c o m p e t i t i o n in 1986, dev ised to g i ve an i m p e t u s t o the a p p l i c a -
t i o n o f r obo t t e c h n i c s in t he same way as the i n t r o d u c t i o n o f C N C techn ics , was 
f u l l o f c o n t r a d i c t i o n s : i t cove red the i n t r o d u c t i o n o f soc ia l i s t robo ts on l y . W i t h 
r ega rd t o i t s i m p l e m e n t a t i o n , compan ies f o u n d i t d i sun i t ed and i ncons i s ten t . 

The t h i r d m a j o r f e a t u r e conce rn ing o p e r a t i n g c o n d i t i o n s invo lves the ' r e c e p t i v i t y 
and c a p a b i l i t y ' o f l abou r . My expe r i ence suggests t h a t th i s ra i sed many p r o b l e m s 
f o r t he compan ies , m a i n l y in the f i r s t years . Robo t t e c h n i c s e m b o d i e d a t h o r o u g h l y 
nove l t echno logy f o r t e c h n i c i a n s . I t was t hey who , in the f i r s t p lace , had t o w o r k 
on and w i t h robo ts . They had to s tave o f f e a r l y t r oub les under t h e w a t c h f u l eyes 
o f wou ld -be users. In many cases, those i n t e r e s t e d in t he o p e r a t i o n had, i n s t e a d 
o f he lp ing , done e v e r y t h i n g in t h e i r power t o h inder t he o p e r a t i o n ; t hey f a i l e d t o 
ensure t he c o n t i n u i t y o f the pa r t s supply , and sent pa r t s p repa red fo r the r o b o t 
back t o the s imu l t aneous l y runn ing m a n u a l p r o d u c t i o n . The q u a l i t y o f p r e p a r a t i o n 
o f the m a t e r i a l s t o be we lded was not good enough f o r r o b o t p r o d u c t i o n , desp i t e 
t h e f a c t t h a t those d i r e c t i n g the i n t r o d u c t i o n o f r obo t s o r d e r e d the i m p r o v e m e n t 
o f the necessary e q u i p m e n t and the inc rease o f d imens ion a c c u r a c y w e l l b e -
fo rehand . 

The p r e p a r a t i o n o f m a t e r i a l s o f proper q u a l i t y w o u l d have c a l l e d fo r more c a r e -
f u l w o r k , m o r e a t t e n t i o n and t o some e x t e n t fo r m o r e t i m e . Y e t n e i t h e r the w o r k -
ers nor the managers had a f i n a n c i a l i n t e r e s t i n these t h i ngs . They d id not w a n t 
t o change the q u a l i t y o f p re -p roduc t s , and t hey we re no t w o r r i e d about the c u t t i n g 
a c c u r a c y o f t o l e r a n c e o f the pipes t o be we lded . Many managers he ld the v i e w 
t h a t robo ts we re robo t s j us t because t hey cou ld w e l d any p a r t s in f r o n t o f t h e m , 
regard less o f r e q u i r e m e n t s or s tandards. In the beg inn ing , t hey w e r e no t w i l l i n g t o 
a c c e p t any changes. The re we re we lde rs w h o f e l t t h a t r obo t s do ing the same w o r k 
t hey had spec ia l i zed in f o r years we re t h e r e t o t ake the b read ou t o f the i r m o u t h , 
so they eyed robo t s - as w e l l as t he i r o p e r a t o r s - w i t h t he g r e a t e s t suspic ion. 

W i t h i n six t o n ine mon ths a f t e r t he i r i n s t a l l a t i o n , t he robo ts ' a l r eady ' w o r k e d 
w e l l . The m a i n p r o b l e m s h i nde r i ng t he i r a p p l i c a t i o n w e r e a s luggish supply o f r a w 
m a t e r i a l s and /o r p a r t s , the m e c h a n i c a l p rob lems o f f i t t i n g the r o b o t and the m a -
ch ines connec ted t o i t , and the poor q u a l i t y o f many o f t h e necessary raw m a -
t e r i a l s . 

Posit ive Changes Fol lowing the Introduction of Robots 

Desp i t e a l l t he t r oub les and d i f f i c u l t i e s , compan ies r e p o r t e d pos i t i ve changes -
c l e a r l y due t o t he i n s t a l l a t i o n o f robo ts . ( T a b l e 5) 

As the da ta in Table 5 shows, the q u a l i t y o f p roduc t s f o l l o w i n g the i n s t a l l a t i o n 
o f robo ts showed a m a r k e d i m p r o v e m e n t a t nea r l y a l l compan ies . P r o d u c t i v i t y a lso 
g r e w . As fo r the l a t t e r , Csepe l R U G É V r e p o r t e d t h a t a s ing le w e l d i n g robo t can 
we ld , i n a g i v e n t i m e , t h r e e t i m e s as many b y c i c l e pa r t s as a t r a d i t i o n a l s e m i -
a u t o m a t i c we ld ing m a c h i n e . 

I 
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Table 5 

Posit ive changes fol lowing the introduction of robots 

Type o f changes i nduced F r e q u e n c y o f o c c u r r e n c e 
o f c r i t e r i a i n d i c a t i n g 

changes a t compan ies 
under survey (%)* 

- s t a b l e q u a l i t y o f p r o d u c t 80 .0 
- less t r oub les w i t h w o r k f o r c e 60.0 
- p o s s i b i l i t y o f r e g r o u p i n g f l e x i b l e w o r k f o r c e -

- g r o w i n g p r o d u c t i v i t y 90.0 
- m o r e p r o f i t s -

- f l e x i b l e a d j u s t m e n t o f p r o d u c t c o n s t r u c t i o n 
t o m a r k e t demands : s h o r t - t e r m -

l o n g - t e r m 30.0 
- a b i l i t y t o solve n o v e l t e c h n o l o g i c a l tasks q u i c k l y 40.0 
- a d a p t a t i o n t o range c o m p o s i t i o n ( f l e x i b i l i t y 

o f c a p a c i t y ) c o n v e r t i b i l i t y 30.0 
- p r o d u c t i o n pe r i od 45.0 
- sav ing o f m a t e r i a l s and energy 60.0 
- h igher q u a l i t y o f p r o d u c t s 15.0 

* C o m p a n i e s we re a l l o w e d to opt f o r m o r e t h a n one c r i t e r i o n . 

Neve r t he less , i t was r e m a r k a b l e t h a t 60 per cent of the compan ies su rveyed 
said robo ts p layed a s i g n i f i c a n t ro le in sav ing m a t e r i a l and ene rgy as w e l l . This is 
a l l t he more w o r t h m e n t i o n i n g s ince m o s t companies d id no t t ake th i s i n t o a c -
coun t when they p lanned the i n t r o d u c t i o n o f robo ts . 

F i n a l l y , i t is su rp r i s i ng t h a t a t m o s t compan ies , robo ts d i d no t p lay any p a r t i n 
e n a b l i n g t he f l e x i b l e change o f p r o d u c t c o n s t r u c t i o n s a c c o r d i n g t o m a r k e t demands , 
and t h a t a m e r e 15 per cen t of the c o m p a n i e s though t t h a t the q u a l i t y o f p roduc t s 
made by robo ts was b e t t e r . A l l these i n d i c a t e t h a t t h e r e is s t i l l no o r g a n i c r e l a -
t i o n s h i p b e t w e e n t h e a p p l i c a t i o n o f r o b o t s and the f l e x i b l e change o f t h e p r o d u c t 
p a t t e r n , r e s p e c t i v e l y . 










	Preface��������������
	Erzsébet Viszt: A Few Economic Management Conditions for a Faster Improvement of Productivity����������������������������������������������������������������������������������������������������
	Lilli Berkó: Analysis of the Productivity of Intellectual Workers������������������������������������������������������������������������
	Balázs Botos: Structural Transformation in the Traditional Branches of Industry��������������������������������������������������������������������������������������
	Gábor Papanek: Shaping the Product Structure in Hungarian Industrial Companies�������������������������������������������������������������������������������������
	Zoltán Román: Productivity and Performance in the Hungarian Economy��������������������������������������������������������������������������
	Eszter Bagó: Decentralization in the State-Owned Industry in Hungary (1980-1985.)
	Mária Móra: More Enterprises - Stagnant Competition (1980-1985.)�����������������������������������������������������������������������
	Krisztina Penyigey: The Changing Role of Co-Operatives in Hungarian Industry�����������������������������������������������������������������������������������
	Gábor Hoványi: Product Range, Material Consumption and the Lack of Competitiveness (A Survey of Hungarian Industry)��������������������������������������������������������������������������������������������������������������������������
	László Chernenszky-Imre Németh-Péter Sárkány: Some Critical Aspects of Materials Management in Hungarian Enterprises���������������������������������������������������������������������������������������������������������������������������
	András Bánky: Introducing and Applying CAD Systems in Hungarian Industrial Companies�������������������������������������������������������������������������������������������
	Márta Kiefer: Promotion and Limits to the Application of Industrial Robots in Hungary��������������������������������������������������������������������������������������������
	Oldalszámok������������������
	_1���������
	_2���������
	1��������
	2��������
	3��������
	4��������
	5��������
	6��������
	7��������
	8��������
	9��������
	10���������
	11���������
	12���������
	13���������
	14���������
	15���������
	16���������
	17���������
	18���������
	19���������
	20���������
	21���������
	22���������
	23���������
	24���������
	25���������
	26���������
	27���������
	28���������
	29���������
	30���������
	31���������
	32���������
	33���������
	34���������
	35���������
	36���������
	37���������
	38���������
	39���������
	40���������
	41���������
	42���������
	43���������
	44���������
	45���������
	46���������
	47���������
	48���������
	49���������
	50���������
	51���������
	52���������
	53���������
	54���������
	55���������
	56���������
	57���������
	58���������
	59���������
	60���������
	61���������
	62���������
	63���������
	64���������
	65���������
	66���������
	67���������
	68���������
	69���������
	70���������
	71���������
	72���������
	73���������
	74���������
	75���������
	76���������
	76__1������������
	76__2������������
	77���������
	78���������
	79���������
	80���������
	81���������
	82���������
	83���������
	84���������
	85���������
	86���������
	87���������
	88���������
	89���������
	90���������
	91���������
	92���������
	93���������
	94���������
	95���������
	96���������
	97���������
	98���������
	99���������
	100����������
	101����������
	102����������
	103����������
	104����������
	105����������
	106����������
	107����������
	108����������
	109����������
	110����������
	111����������
	112����������
	113����������
	114����������
	115����������
	116����������
	117����������
	118����������
	119����������
	120����������
	121����������
	122����������
	123����������
	124����������
	125����������
	126����������
	127����������
	128����������
	129����������
	130����������
	131����������
	132����������
	133����������
	134����������
	135����������
	136����������
	137����������
	138����������
	139����������
	140����������
	141����������
	142����������
	143����������
	144����������
	145����������
	146����������
	147����������
	148����������
	149����������
	150����������


