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Tibor Kuczi 
THE IMPACT OF UNEMPLOYMENT ON ENTREPRENEURSHIP 
- ENTREPRENEURS' ASSETS 

The first part of the paper contrasts the main explanatory factors of a radically intensifying 
entrepreneurship - as described in international academic literature - with the Hungárián empirical 
experience. International literature attributes intensifying entrepreneurship to the effects of recession, 
to spin-offs, to changes in the demand patterns and to the emergence of new, innovative sectors. 
Reviewing the effect of each of these factors, the author denies their contribution to the radical increase 
in the number of entrepreneurs in the beginning of the 199ÖS. Nevertheless, there is a near-consensus 
in the Hungárián literature, that recession and the consequent increase in unemployment have had a 
major impact on entrepreneurship in Hungary. Based on a comprehensive review of the literature and 
on his own empirical investigations, the author provides arguments against this allegation. 

The second part of the paper analyses the role individual assets necessary for entrepreneurial success 
played in Hungary. The examined assets include liquid capital, savings, credit and knowledge capital. 
The paper puts particular emphasis on the role of relational capital, and analyses a couple of myths 
associated to relational capital as a factor of entrepreneurial success. The author describes the main 
differences in SMEs' and large firms' embeddedness. His main conclusion is that these differences are 
not of a quantitative but of a qualitative character. Large firms have not more external relations but rather 
different external relations than SMEs. Large firms operate in a rational bureaucratic organisational form 
and are isolated from their social environment. On the other hand, the activity of SMEs is organised in 
their owners' personal (social and cultural) environment. 

Tamás Mészáros 
SMALL AND MEDIUM-SIZED COMPANIES IN HUNGARY 
AND THE INFORMATION-TECHNOLOGIES 

In October 2000 the Centre for Small Venture Promotion of the Budapest University of Economics 
and Administration launched a research project on the "Use of Information Technologies by Small 
Ventures in Hungary'. The main conclusions of the 268 pages long final report have been as follows: 

The majority of the Hungárián small ventures do already dispose the necessary conditions (or, at 
least, a great part of the necessary conditions) for utilising information technologies, although their leg 
behind the most developed counties' small and medium-sized companies is always pretty important. It 
is fairly likely, that their developments wil l not be fast and intensive enough without external promotion 
and help. An adequate state support policy is a basic need. Both the hardware supply and the lowering 
of costs require state support and promotion. A special interest must be focused on the accounting firms 
- since they "replace" to somé extent the IT-investments of the small end medium-sized companies. 

Major state run educational and training programs can alsó be most helpful. 



136 

György Farkas 
HUNGÁRIÁN SMES - PROBLEMS AND PERSPECTIVES 
ON THE EVE OF EU-ACCESSION 

The main thesis of the paper is that, examined from the point of view of their preparedness to EU-
accession, the situation of Hungárián SMEs is far worse than their generál situation. 

The introductory part reviews the generál process in which individual, untreated problems develop 
into a crisis. Then, it associates this generál process with the specific SME-problems, i.e. the individual 
crisis factors on the eve of EU-accession: lack of branch specific information, of managerial capabilities 
and training, the undercapitalised status of SMEs, lack of sufficient reserves and of support. 

The other side of the coin is that the promises associated with the accession are slow to materiálisé. 
The promised beneficial effects of accession include new customers and business partners, predictable 
business condi t ions , a variety of SME support measures and new incentives to strengthen 
entrepreneurship, as well as favourable spillover effects. Instead of the common EU-principle according 
to which "small is beautiful", in Hungary incentives reflect just the opposite: big is beautiful. 

This seemingly hopeless situation can change only in case adequate information and training are 
given to SMEs in the frame of a conscientious preparation process. Another precondition is the 
establishment of a comprehensive set of incentives that make the accumulation of resources (and reserves) 
possible. 

Anna Székács - Edina Kozsdi - Úszta Zsuzsa 
THE FINANCIAL POSITIONS OF SMALL AND MEDIUM-SIZED 
COMPANIES IN HUNGARY 

As far as the number and density ofthe small and medium-sized companies is concerned, the Hungárián 
situation is similar to that in the European Union. Nevertheless, the state of performance criteria is quite 
lower than in the HU: the average turnover is 17 percent, the value added is no more than 26 percent, 
and the labour costs are about 59 percent ofthe HU average. 

Recent favourable macroeconomic performances, that is higher growth rates and lower inflation, 
have exercised a positive impact on the developmental possibilities of the small and medium-sized 
companies 

Nevertheless, tax burdens and social security fees are relatively high and there is a fairly high 
undercapitalisation among the small and medium-sized companies, and it does undermine severely the 
sector's development potentials - especially because the availability of bank loans is fairly difficult for 
this sector. 

The sectors financial position is not that bad but it is not solid enough, 
The state policy towards SMEs is EU-conform but the SMEs are not! 
The efficiency is difficult to measure but it is fairly doubtful, 
More effective institutional framework is needed. 
The concluding parts of the studies does describe two interesting foreign examples. that of rhe 

business angels in the UK and the venture capital funds in Hinland: experiences of both w.ivs and 
methods for SMH-promotion can be most fruitful for the Hungárián economy. 



Pál Lányi 
SMES' CHARACTERISTICS, 
SUPPORT REQUIREMENTS AND DEVELOPMENT PERSPECTIVES 

The author argues for the necessity of a coherent SME-promotion program. SMEs have a crucial role 
in job creation, technical development, as well as in the structural upgrading of the country. At the 
present stage of the negotiations on EU-accession the strengthening of SMEs' capabilities and economic 
position is a crucial task in Hungary's modernisation process. 

The author reviews recent SME-promotion measures and the development process of Hungárián 
SMEs in the 1990s. Next, the paper describes the most important challenges the Hungárián SME-sector 
w i l l face fol lowing Hungary's EU-accession. Challenges include the overcoming of the present 
technological and structural ineffíciencies. Economic policy can promote structural upgrading by targeting 
innovative SMEs, improving their accumulation capabilities and small companies' development into 
médium sized ones. 

The other necessary policy steps reviewed in the second part of the paper include facilitating SMEs' 
export activities and their integration into MNCs ' networks. The author underlines, that it is not only 
subcontracting (for domestic and international customers) that should be supported by economic policy. 
It is equally important to support SMEs with independent, self-developed final products, trying to 
acquire domestic or international markets. 

In the concluding part, the author calls for abandoning the present policy stance of focusing exclusively 
on quantity matters, on entrepreneurship i.e. on the emergence of new SMEs. Policy should rather 
concentrate on the qualitative upgrading of existing SMEs. 

Gábor Papanek - Balázs Benyó - Raymund Petz 
DIFFERENCES BETWEEN THE EFFICIENCY LEVÉL OF HUNGÁRIÁN 
OWNED LARGE COMPANIES AND FOREIGN OWNED 
SMES IN HUNGARY 

The paper undertakes a statistical analysis based on the profit and loss accounts of 140 Hungárián 
companies and analyses if the differences in their performance indicators can be explained with ownership 
or size parameters. The figures reflect a though-provoking situation: Hungárián owned SMEs have 
minimai export compared to their counterparts in advanced economies. Foreign owned firms exhibit a 
very low profitability levél. The capitalisation of the companies shows a strong correlation with ownership 
patterns: foreign-owned companies have far better indicators (measured by assets per employee). 

Foreign-owned companies pay much less taxes than Hungárián owned ones, while SMEs pay on the 
average more than large companies. 

The analysis of the data provides evidence for the claim that at the present stage of Hungary's 
preparation for EU-accession, policy-makers' most important task is to strengthen the competitiveness 
(the accumulation capability) of Hungárián owned SMEs. 



Ferenc Papp 
DO WE LIVE IN AN E-WORLD? 
New possibilities of the New Economy for the SME-sector 
in Hungary 

The business communities do echo the noises of recession and information revolution. That's why it 
is doubtful that Hungárián SMEs efford only a minor part of their revenues for developments related to 
the utilisation of Internet and other tools ofthe New Economy - especially compared to their international 
competitors. Future is much more interesting and important in this field, therefore, the situation must 
be assessed in the framework of perspectives. 

In the Hungárián Internet-economy, one may invets first and foremost into business to business 
procects, the establishment of an e-infrastructure, the utilisation of mobile phones, as well as into the 
implementation of such methods which have already been effectively used in the World economy. 
Currently, in Hungary the investment of a couple of millions forints may help to develop hundreds of 
forints worth companies in somé years. At the beginning, electronic commerce simply meant web-based 
purchases. The first definitions were limited exclusively to retail trade activities, and especially to phases 
directly connected to the buyers such as advertising and ordering of commodities and services. Nowadays, 
e-trade is a supplementary form of intercompany relations. 

Today, information and knowledge are production factors being available and manageable for anybody. 
This is the root of the information society. This availability does not necessarily means the free Internet 
access for everybody: not everybody does dispose the necessary technical devices or speaks the lingua 
franca of the information society, that is English. 

The preparation for the utilisation of the advantages and possibilities of the information society does 
provide a unique possibility for Hungary, such as: the possibility for the country to jóin the R-EUROPE + 
program, as well as the preparation of the system of e-signiture; the possibilities for the corporate sector 
and institutions the reorganisation of management and business processes on the basis of Internet; the 
possibilities of learning for the citizens. 

Andrea Szalavetz 
SMES' (IN)ABILITY TO BECOME MNCS' SUBCONTRACTORS 

The author provides arguments for her claim that MNCs ' local subsidiaries' present low domestic 
procurement ratio cannot be expected to increase in the médium term. 

When choosing a subcontractor, MNCs consider several questions, while potential subcontractors are 
aware of and try to meet only the first of them. The first, basic question is whether the potential 
subcontractor is able to deliver the required intermediate inputs with the predetermined quality parameters, 
for the required price, and on the required schedule. Although the majority of Hungárián companies 
that have been trying to get subcontracting orders can meet these requirements, they haven't carried out 
the necessary intangible investments that could document their abilities (corporate IT system, quality 
certificates). SMEs capital stock is insufficient to fináncé the necessary trust building investments that are 
not directly related to the production process. 

The requirement of being able to run up production in a very short time is even more difficult for 
Hungárián SMEs, operating below the minimum efficient size. In an era of ever-shortening technology 
and product life cycles, MNCs consider this requirement crucially important. Another important issue is 
subcontractors' capability to engage in joint product development, to give technical advice related to 
the intermediate inputs they manufacture. Hungárián SMEs are however simple producers in the majority 
of the cases. 



Increasing the local procurement ratio is impeded alsó by Hungary's specialisation pattern. Global 
MNCs in IT, and electronics industries co-ordinate production and procurement on a global rather than 
on a local scale. These industries are characterised by a low local procurement ratio even in advanced 
countries. 

Pál Vastagh 
THE MAIN TENDENCIES OF CONSTITUTIONAL DEVELOPMENT 
IN HUNGARY AFTER THE CHANGE OF RÉGIME 
- WITH SPECIAL REGARD TO THE EU ACCESSION 

As a result of the political changes in 1989-90, the constantly evolving constitutionalisation in the 
Central-Eastern European countries concurrently meant a new period in the European constitutional 
development. In each country the main content of the changes was expressed by rejecting the institutions 
and solutions typical of the former political system, by returning to the regulatory principles and institutions 
typical of modern civic societies. This generál trend was supplemented with the peculiarities defined by 
the specific circumstances of each country. This process can be considered to be the third great historical 
milestone of the European constitutional development following the ones after World War I and World 
WarlI. 

The Hungárián transformation process was mainly defined by its peaceful character. The great majority 
of the players of the change of the régime considered this peaceful way to be the most important 
requirement and this peaceful character prevailed in every essential momentum of the political transition, 
which took place on the basis of the principle of legality, within the framework of rule of law. 

The Hungárián constitutional development has not yet been completed. The EU accession process 
has a significant impact on nearly every element of the constitutional order. Still, the demand for 
changes follows from our internál situation as well. Besides accepting the integration clause in a broad 
sense, 

• we wil l have to grant parliamentary representation to national and ethnic minorities, 
• create the constitutional basis for social dialogue, 
• we wil l have to constitute the position of regions in terms of public law, 
• we wi l l have to guarantee the main elements of social security, 
• we wil l have to lay down the basic economic rights, 
• and last, but not least, we wil l have to amend the electoral rules. 

As a member of the EU new tasks wil l be assigned to the judiciary, the public administration, local 
governments. The role of the Constitutional Court wil l change. Hungary wil l not be able to solve all 
these tasks by simply amending the Const i tut ion. I am convinced that we must return to the 
constitutionalisation process, which stopped in 1997. This very complex task can only be solved by 
making and enacting a new constitution. 
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Mária Bánfalvi - Ferenc Szakács - István Nagy - Nóra Veres 
A CRITICAL REVIEW OF THE DEFINITION OF TYPE A (MANAGER) 
PERSONALITY 

There is a wide consensus in the literature that managers exhibit specific personality traits that manifest 
themselves in their behaviour patterns. These personality characteristics are associated with increased 
risk of coronary heart disease (CHD) and gastric complaints: the so-called manager sicknesses. 

Individual exhibiting these personality traits are therefore customarily called risk personalities. 
Somé scholars consider, that possessing a manager personality is the predisposition of becoming a 

proper manager, while others trace back the emergence of such personality traits to occupational stress. 
Both views are based on clinical experience concerning coronary prone behaviour patterns. Coronary 

patients exhibit similar traits as managers. there is ample evidence for the recurrence of a Type A personality 
(or risk personality, manager personality) among them. 

Summing up the theses of the literature on this subject, 
(a) Good managers exhibit a specific manager personality or manager type of activities increase the 

incidence of similar personality traits; 
(b) Individuals exhibiting similar personality traits are to be considered risk personalities since this 

type of behaviour has been established in the past as a possible risk factor for C H D ; 
(c) There is a possible causal association: managers are at risk for C H D . 
The authors reject this view. They carry out a literature survey, complemented with their own tests, 

and formulate a new thesis. 

Elvira Böcskei 
THE NEW CODIFICATION OF THE 'LAW ON ACCOUNTING' 
- WITH SPECIAL REGARD TO THE BALANCE SHEET 

The new codification of the 'Law on Accounting' ("Law C. on the modification of the Law on 
Accounting") came into force as of January l s t 2001. It is a basic Law for every single business unit, 
because the adequate operation as well as the transparency of business transaction is based upon 
accountancy rules. 

This recent recodifivation of the 'Law on Accounting' is especially important since as of January l s t 

2004 double accounting system wi l l be obligatory, therefore, business units operating with singly 
accounting system must transform their totál accounting system. 

This current recodifícation follows closely EU Directives on Accounting - especially the 4 l h and 7 t h 

Directives. 
It is important to examine carefully this new codification, especially because there are always somé 

differences from the International Accounting Standards (IAS). 




