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(Summary)

“Dinosaurs were huge animals”, a chief executive explained me in the early 80s before our 

extensive knowledge of paleontology was developed from the books of our children. “If a rat 

started to chew their tail it took several years for the information to reach the dinosaurs’ brain. 

Our big enterprises are just like dinosaurs” - he stated with self irony. Have these primordial 

creatures died out of the Hungarian economy?

The analysis of the fate  of the traditional “socialist” big firms may be revealing not  only 

because of the significant proportion in assets, production and employment, but also because 

of their critical impacts on the key features of the economic mechanism as shown by several 

studies in former decades.1 While these organizations do not represent but a specific segment 

of the Hungarian industry, beside business performance the changes in the “hard core”2 of the 

planned economy might be characteristic for the method and degree of transformation.  

The crucial question of our research was how the political and economic turnover affected the 

Hungarian large scale industry. How has the organizational and ownership structure of the 

socialist big enterprises changed? How have their production structures, patterns of behavior 

and orientations changed? What enterprise strategies have proven to be successful? What has 

1      The system of the Hungarian  economy and in  this context the role of big enterprises in  the system of planned 
economy was evaluated in a number of excellent empirical studies since the 1970s,  inter alia by Tamás Bauer, Mária 
Csanádi, Katalin Farkas, Károly Fazekas, János Mátyás Kovács, Mihály Laki, Teréz Laky, Galina Lamberger, Kamilla 
Lányi, László Lengyel, Iván Major, Sára Pásztor, Gábor Révész, Iván Schweitzer, Attila Soós Károly, Erzsébet Szalai, 
Éva Tárnok, Valentiny Pál, Péter Vince, György Varga and Jenô Wilcsek.
2      In the context of privatization the term "hard core" was used by Péter Mihályi (1995), although not for the Big 49 
but for other big firms including energy sector and infrastructure.
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the role of the government been like in connection with big firms?  In order to answer these 

questions  we  used  a  combination  of  economic and  sociological methods,  based  on  case 

studies and the processing the balance sheet data of 49 enterprises, which were considered as 

privileged, strategic firms under Socialism.3

First we will outline the main characteristics of the big enterprise group concerned, than have 

a look at the method and degree of organizational and ownership changes. In the last section 

the basic lines of disintegration,  the elements and the constraints of disintegration will be 

presented.

1. Main Characteristics of Privileged Enterprises

The Big 49 were treated as a group also by the political leadership in the decades of the 

planned economy.  “Privileged Enterprises”,  mainly in a  strategic-monopolistic position on 

domestic  markets,  usually with  high proportion  of  Ruble or  hard  currency export,  were 

selected in 1972 formally for special attention. As it turned out soon, special attention meant 

special treatment, too. As Erzsébet Szalai characterized them, in the period between 1976 and 

1985 “the profitability of big firms before and after  redistribution was typically lower,  the 

amount of current subsidies and state investment grants were typically higher than in the other 

segments  of  the  industry  ...  Due  to  structural  features  crisis  situations  of  some  big 

organizations were more frequent, however, central redistributors were ...  more prepared to 

prevent the aggravation of their problems than in the case of smaller organizations.” (Szalai,

1989.  p.22.)  Thus in the period of planned economy big enterprises and among them the 

preferred firms were to be characterized by a special position in state redistribution of incomes 

3      The study used as a basis of this paper was initiated and financed by the State Privatization and State Holding 
Company and prepared in Finance Research Ltd. Erzsebet Szalai took part in setting the frameworks of investigation 
and Ivan Major analyzed the balance sheet data of  the firms. Case studies were prepared by Zoltán Andrási, Kalatin 
Antalóczy, Balabán  Péterné,  Margit  Bárdi-Csurgay,  Beáta Boldvai-Böde - Katalin  Povázsay - Katalin  Tavi,  Miklós 
Bonta,  Szilvia  Borbély,  Péter  Csigó,  Vera  Erdôs,  Gabriella  Fogarassy,  Ilona  Gaál,  Attila  Havas,  Károly Kelemen, 
Vagyim Kemény, Arnold Ludányi, Zsuzsa Mike, Kálmán Mohácsi, Emília Molnár - Károly Kiss, Ildikó Révész, Éva 
Simka - Péter Patus, István Somoskeôy, Márton Szabó, László Szakadát, Szabolcs Szikszay - András Szerencsi, Sándor 
Takács, Pál Valentiny, Péter Vince, Sándor Vízkeleti, Éva Voszka, Krisztina Zala.  
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and  assets,  by close  relations  with  the  governmental  and  party  organizations  and  by an 

important role in economic performance. As shown in Table 1. in the 1980s the weight of the 

big 49 was 28-29% in GDP, more than 50% in export, 18-19 % in employment. 

The proportion of the Privileged Firms and their successors decreased in the early 1990s, 

according to balance sheet data.. Their share in  assets was halved and in export downed to 

two-thirds compared to the 1980s. The Big 49, however, still produced more than one fifth of 

GDP,  one third of total export and employed 14-15% of all assets and people. (Moreover, 

case studies indicate that  the shrinking stopped in 1993.  Thereafter the positions of most 

surviving big firms were stabilized.)

Which of the Big 49 have survived, what traditional features have been preserved?

2. Connections between Commercialization, Privatization and Chances to Survive 

in the Group of the Privileged Enterprises

2.1. Degree of disintegration and ways of commercialization 

The case studies suggest that chances of the firms to survive as big organizations are in close 

connection with organizational changes and ways of commercialization.4

The two basic ways disintegration were the administrative splitting  up before 1989 and the 

formation  of  a  group  of  companies.  Besides  the  latter,  an  other  typical  method  of 

commercialization was the transformation into share company as an integrated firm. In the 

first category big organizations were broken up into several smaller enterprises by government 

decision  and  the  former  headquarters  (enterprise  centers)  were  liquidated.  The  second 

approach was formally similar except that   enterprise centers survived in a traditional state 

owned enterprise, moreover, became majority shareholders in the subsidiaries founded on the 

4 The term commercialization is used for the process of firm’s transformation from traditional enterprise form into a 
share company or limited liability company. 
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basis of former plants or other business units.  Transformation in an integrated form means 

that  the enterprise founded one single company with not less than 75% of its assets. This 

definition, however, does not exclude splitting up smaller units smaller units as independent 

enterprises or joint stock companies. 

As a consequence of these processes, the number of successors5 of  Privileged Firms began to 

increase in the early 1980s, first by administrative braking up, later on mainly by formation of 

a group of companies. It was not exceptional that more than 20 units were formed from one 

big organization. On the basis of the 49 firms nearly 600 new units emerged between 1988 

and  1993,  and  by  further  disintegration  this  number  approximated  700  in  1995-1996.6 

(SeeTable 2.)

Out of the 49 big firms 19 formed a group of companies and 17 were commercialized as an 

integrated organization. (Another 8 were split up by governmental decision and 5 liquidated 

before transformation.) From the 19 firms in the first group 11 former enterprise centers did 

not hold any share in subsidiaries and most of them fall under liquidation process by mid-1996 

that  means,  these  firms lost  the  big enterprise  status.  In  3  of  these  11  cases  almost  all 

production was closed down, however, in the remaining 8 at least some of the independent 

new organizations survived.  With one exception the organizations that were fully or partially 

liquidated,  formed the  group  of  companies in 1988-1989,  in the  period  of  the  so  called 

spontaneous privatization7. In other words, as a general rule this process evaluated by many 

politicians and analysts as an attempt of the old management to convert their political position 

into  economic  power,  led  to  the  erosion  or  liquidation  of  the  big  firms.  From  the 

organizations transformed under spontaneous privatization only 3 have survived as big units - 

even in these cases as a consequence of special circumstances like gradual transformation or 

5 The term “successor” does not necessary mean a legal successor but a new, independent firm founded with the assets 
of the Big 49. 
6      Even the original group of the Big 49 consisted of 199 organizations, since 8 trusts included 11-20 enterprises with 
formally independent legal firm status. 
7      For more details about the group of company structure and the evaluation of "spontaneous privatization" see papers 
of István Csillag, György Matolcsy, Henrik Auth, Lajos Bokros, János Krokos and István Tömpe.
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governmental subsidies.  The transformation into  a  group  of companies after  1990 under 

central  government  control  offered  better  chances  to  maintain the  big  enterprise  forms, 

however, this was supported in almost each case by substantial state preferences in form of 

canceling or rescheduling debts, giving state guarantees, or giving back privatization incomes 

to the firms concerned. 

In contrast to the cases of forming a group of companies, each organization commercialized 

in an integrated form has maintained its big firm status,  even after some administrative 

split-up and founding subsidiaries which were not necessarily majority owned by the parent 

companies.

Thus from point of view of chances to survive as a big firm transformation in an integrated 

form was the best alternative and (besides early braking up by the government that has never 

been followed by organizational reintegration) the worst was forming a group of companies 

before 1990.  However, the liquidation processes started prior to transformation generally did 

not necessarily lead to the termination of the enterprises: 4 of the 5 firms concerned have fully 

or  partly survived up till 1996. All in all, 21 of the 49 preferred firms have lost their big 

organization status  while 28 of them the  big enterprise positions have been more or  less 

maintained.

2.2. The Scope of Private Ownership 

The degree of privatization can be evaluated on two levels: in the circle of big firms and 

among all their successors. Out of the 28 survivals as big units 11 remained in state ownership 

and 17 were transferred to private shareholders before mid-1996.8 The majority of firms in the 

second  category,  14  organizations  were  acquired  by  foreign  investors  and  6  of  these 

8      An organization  is  considered private if the total  share  of private shareholders  is more than  50%. All  foreign 
investors are included in this category, although some of them are controlled by the state or other public owners (e.g.  
local governments). The shares of Hungarian  Privatization and State Holding Company and majority shares held by 
state owned organizations (such as banks or other companies) are classified to government share. 
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privatization transactions were completed in 1996.

For a more detailed picture about the scope of private ownership let us take disintegration 

into account and consider successor companies separately.  According to the case studies only 

37% of the 649 successors were directly owned by private investors. However, organizations 

owned by holdings and other “internal”9 companies should be added to this proportion where 

the shareholder itself has also been privatized. By early 1996 majority ownership was reached 

by private investors directly or indirectly in nearly 50% of the successors (Table 3). On the 

other hand the number of organizations directly state owned dropped to a paltry 5% and the 

total proportion of firms under state control, including indirect ownership, decreased to less 

than 30%.

Direct state share, however, covers a far higher asset value than it is indicated by the number 

of firms, as this category is mainly filled by former big enterprise centers.  As Table 3 shows, 

most units owned by former enterprise centers are in state ownership. This indicates that firms 

commercialized as a group of companies could maintain their big organization status if they 

remained in state hands. The number of units owned by private shareholders through holdings 

is more limited. 

The  ownership  structure  of  the  Big  49  and  their  successors  seems  to  be  extremely 

concentrated. A “dominant owner” is present in almost all of the groups of companies formed 

on the basis of big organizations and even in firms that became completely independent from 

the former enterprise centers.   The controlling shareholder,  whether  the government or  a 

private investor, holds a strong majority of the shares. An investor holding at least half of the 

share package is only absent in two  firms out  of the 28 surviving big organizations.  The 

dominant  owner  possesses  between 50%  and  75% of  shares  in 7  organizations.   In  19 

organizations, that  is in two-thirds of the cases the share of the controlling shareholder is 

higher than 75% (Table 4).  Although the rest of the package is often owned by a wide group 

of  shareholders  (such  as  employees,  local  governments  or  banks)  this  divided  property 

9 The term “internal” company refers to firms belonging to a group of companies formed on the basis of the Big 49.
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structure  is  often  deceptive.   In  contrast  to  the  concept  of  David  Stark  (1994),  cross 

ownership  is  characteristic  only  in  the  sense  that  some  former  enterprise  centers  hold 

considerable share in the subsidiaries that used to belong to the big enterprise but opposite 

relations only exist in a few cases.  The shares held by investors other than the dominant 

owner are fragmental.10

To sum up, private investors have acquired about 50% share in the successors of the Big 

49 between 1988 and 1996. 60% of firms surviving in the form of big companies have been 

privatized in this period.  The proportion of state  ownership has surely decreased in recent 

years and it is estimated at about 30% including indirect shareholding positions.

Data  support  the  conclusion  based  on  the  case  studies  that  determinative  connection 

decentralization - privatization - survival is oversimplified at  several points. There is no 

clear correspondence between founding a group of companies and viability of firms, however, 

this type of commercialization has more often resulted in the complete termination of big 

organizations than transformation in an integrated form. Considering the differences in the fate 

of the successors it can not be stated that “small is effective”. Flexibility and competitiveness 

were  not  always improved by demergers.  While privatization offered a  better  chance for 

survival it did not guarantee viability for all big organizations and successors. On the other 

hand, majority state ownership did not lead to bankruptcy in all cases. 

These general tendencies are not necessarily based on cause and causation.  Thus it cannot 

be said that forming a group of companies has been the only reason of liquidation or foreign 

investment in itself guaranteed the survival of the firm. It is more likely that the method of 

commercialization as well as the success of privatization can be attributed to  one common 

cause.  In the period of “spontaneous privatization” the group of companies approach was 

10      Ownership structures, of course, have also changed in time.  In the late 1980s "favor investment" on a reciprocity 
bases between big organizations was more popular but still fragmental.  At that time 8 shareholders were required to 
form a share company.  State owned commercial banks often joined to this circle; however, their investments usually 
were limited to a few percents.  In these cases real cross holding systems were developed because big enterprises had  
purchased some shares in  newly founded state commercial  banks (mostly financed from credit  granted by the bank 
itself).
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chosen by enterprises threatened by crucial market  and financial difficulties. (As Table 5. 

shows, all indicators concerning profitability and effectiveness are significantly lower in this 

circle than that of firms commercialized in an integrated form, the average of the Big 49 or 

total industry.11) Changes in organizational structure, however,   were insufficient to overcome 

the basic problems. Consequently, this type of commercialization cannot be considered simply 

as a mistaken strategy but it should be rather stated that these steps were not sufficient to 

restore  the  critical  positions  of  the  firms.  The  group  of  companies  approach  was  less 

dangerous for big units in a later stage when they could receive governmental preferences 

along with or after commercialization.

On the other hand, founding one company on the bases of the big firm was successful because 

enterprises concerned have been integrated units even before transformation and were in a 

relatively favorable position suitable for  attracting investors.  This pattern  follows the  old 

maxim: “success breeds success”, even if there were significant exceptions on both sides.

3. Disintegration of the big enterprise structure - Continuity and Constraints

3.1. Levels of disintegration

As analysis of organizational and ownership changes indicates, disintegration appeared on two 

different levels: the Big 49 has disintegrated as a group and several privileged firms have fallen 

to pieces. 

The disintegration of the group is reflected by  divergence in careers of the enterprises 

concerned in the 1980s and 1990s, covering the full scale from strengthening and growth to 

liquidation and disappearance. This suggests and it is also supported by the analysis of balance 

sheet  data  that  viability and  economic  performance  of  former  privileged  firms were  not 
11 The only exception is indebtedness in 1989. Enterprises having formed a group of companies were in a relatively 
better  position  from  this  point  of  view.  An  explanation  for  this  surprising  feature  might  be  that  indicator  for 
indebtedness including only long term loans. 
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significantly different  from the  general  trends  of  the  Hungarian industry.   No  significant 

specific features unique of this group have been revealed in methods of commercialization or 

privatization.

There are, however, some differences but they relate to degrees and not to methods.

The first field of differences concerns the deepness of the crisis. As a direct consequence of 

their previous privileged positions most  of the Big 49 were more heavily affected by the 

changing economic conditions. Up till  the late 1980s these firms produced substantial ruble 

and dollar exports,  they had more government  orders  (including military or  infrastructure 

projects),  partially because  these  factors  gave  the  basis as  well as  the  outcome  of  their 

privileged status as a self-fulfilling prophecy. Monopolistic position, often characterized by the 

model of one sector - one enterprise usually meant the so called responsibility for supply.12 

For these reasons the shrinking markets, the collapse of Comecon, the decrease of subsidies 

and import liberalization were still more painful for the big enterprises than for other firms. 

Indebtedness was a more acute  problem, too,   because they had gained more preferential 

credits and state investment grants to be repaid than the rest of the industry.

In other words, in the late 1980s the trap of privileged position was triggered.  The firms 

used to enjoy the most preferences got in the deepest trouble.  This does not simply mean that 

the enterprises in comfortable and secure positions became complacent and they never faced 

market reality, although these common arguments could be also quoted.   The point is that 

exactly the market and development strategies adopted by these organizations following the 

rationality of planned economic system and benefiting from their privileged positions have 

driven them into a crucial situation.

The  second  area  of  differences  is  related  to  this  background.  Big firms in trouble  were 

pioneering  in  the  implementation  of  crisis  management  methods  initiated  by  enterprise 

management or government agencies, both in time (establishing precedents) and probably also 

12 See Schweitzer (1982). Responsibility for supply meant the obligation of the enterprises to produce certain goods in a 
given volume. This obligation, however, set up the basis of request for subsidies. 
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in frequency. That concerns the method of founding a group of companies, applied first by 

some  big  firms  in  the  late  1980s  and  to  the  restructuring  campaigns  launched  by the 

government in several waves. Between 1990 and 1996 the big enterprises and their successors 

received more  than  200  Bn HUF preferences  in form of  direct  or  hidden subsidies like 

covering losses form the state  budget,  debt  canceling and rescheduling, debt-equity swap, 

state guarantee, return of privatization incomes or raising capital. 

It  is  important  to  note,  however,  that,  state  preferences  have  not  kept  all  loss  making 

enterprises alive. In contrast  to  the former decades not even every firm of the Big 49 was 

rescued.  The  differentiated  attitude  of  the  government  towards  these  enterprises  can  be 

considered as one of the most striking feature of disintegration of the group. 

The conclusion is that the former privileged status, the strategic importance and the political 

integration of big firms were not sufficient to  prevent the shattering of the position of the 

entire group nor the braking up or liquidation of several individual group members. 

As a consequence, the second level of disintegration appeared:  big firms were split up or 

reduced in size by some other method. All the big 49, without exception had to modify their 

organization and\or scope of assets and employees.  Many of them were affected by demerger 

of some divisions or factories.  Others were affected by the loss of market, thus shrinking staff 

and capital. Finally, some privileged firms have completely disappeared from the spectrum of 

Hungarian industry.

3.2. Elements of Continuity

The disintegration of  Privileged Firms was a  continuous  process  on  both  levels analyzed 

above.  The transformation process has been gradual and organic in many respects.

First,  the  disintegration  of  the  group  started  early as  in the  1980s  by an  administrative 

campaign, when the government broke up 6 trusts and 2 enterprises out of the Big 49 and 

some of them were “slimmed” through demergers initiated by their plants. In other firms the 
10
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integrated  organizational  structures  were  softened  (as  compromises  between  enterprise 

centers and factories) by the decentralization of internal decision making mechanisms or by 

founding subsidiaries and smaller joint  ventures  with foreign investors.  The  disintegration 

process was also enhanced by the introduction of enterprise councils in 1985 by delegation of 

most  ownership  rights  from governmental  to  the  enterprise  level  and  offering  a  formal 

assertive forum to factories belonging to big organizations.

The political turnover in 1989 did not produce any braking point either in this respect . In 

terms of  logic, methods and often the  organizations concerned the disintegration process 

was  continuos:  the  former  subsidiaries  or  divisions  were  subsequently  transformed  into 

companies. The  motivations of the actors basically remained the same, perhaps whit some 

new elements like debt management and escaping from a weakening state. 

The  important  drives  of  disintegration  included  the  changing  economic  preconditions, 

however, in many areas there was no explicit break in business environment. From many point 

of view problems appeared earlier than political changes. In Comecon cooperation it became 

clear as early as in 1984-85 that  the Soviet party wanted to  change the “raw material for 

equipment” barter structure that affected the positions of several big firms in machinery. The 

government made attempts to restrict preferences connected to Ruble export and it resolved a 

really hard step in 1988: some of the subsidies awarded earlier were withdrawn ignoring the 

indignation of the managers of big 49.13 In this period other government support  schemes 

were also trimmed, new types of taxes were introduced and tax rates were increased.14

The changing government behavior was also reflected by the breaking up some privileged 

firms including traditional industrial centers with excellent political relations.  Based on the 

regulations introduced in the second half of the 1980s bankruptcy processes were started 

against  several big organizations,  even if this did not  lead to  liquidation at  that  time. On 

several occasions state owned banks refused the requests of some privileged firms to increase 
13      For more details about the last years of Comecon trade, see Antalóczy (1990).
14      Systems introduced in this period included VAT, the personal income tax and higher social security costs leading 
to the erosion of already weak cash flow positions.
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loans. 

Following these changes it was recognized by several enterprise managers already before 1989 

that  economic  conditions  were  about  to  change.   Among  others  this  is  why the  crisis 

management process including restructuring had started before the political turnover, as early 

as in 1987-1988. The motivations were not brand new.

The  managers  of  the  Big  49  who  used  to  fight  for  the  organizational integrity of  their 

enterprises did not mean to give up the big firm status by forming a group of companies in the 

late 1980s. The combination of the “holding” based on former enterprise center and majority 

owned  subsidiaries  (replacing  administrative  control  by a  form by legal  ownership  ties) 

maintained and even strengthened the role of the former enterprise centers as shareholders and 

was a successful defense against administrative demergers at the same time. The managers of 

big firms expected the same results from founding of independent share companies or limited 

liability companies what they had expected in earlier years from the creation of subsidiaries 

and small joint ventures: more transparency, lower costs, and tax reduction linked to company 

status at that time. The old argument was also reflected by claiming that more independent 

business units show more market activity.

On the other hand factories and plants had been struggling for many decades to expand their 

decision  making  rights.  The  company  status  in  form  of  independent  legal  entity  was 

considered a powerful tool towards the achievement of this traditional goal.

Like  in  the  cases  of  the  precedents,  namely,  forming  divisions  and  increase  inside 

decentralization,  the  founding  a  group  of  companies  was  a  compromise  between  the 

management of the enterprise and the factories. This compromise was based on the uncertain 

content of  the  new  organizational  frameworks.  Nobody  could  predict  how  loose  the 

controlling position of the holding company will be and how long its dominant shareholder’s 

position will last.

Continuity has appeared even after 1990, the setting up of the State Property Agency (SPA) 

as the governmental control organization.  Commercialization and privatization strategies and 
12
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methods of certain firms remained often unchanged in the years of formal centralization of 

decision to the new administrative institution. Enterprises maintained influence on their future 

in a considerable range.  On several occasions they could change proposals or decisions made 

by the SPA when the method of privatization (such as sale by parts) or the potential buyer 

was not acceptable to them.

Continuity is also reflected between organizational levels.  The braking up of trusts and big 

enterprises was followed by the further fragmentation of the factories after commercialization. 

Several successors of the Big 49 founded new firms with their assets,  in extreme but not 

exceptional  cases  they  also  formed  a  group  of  companies  maintaining  themselves  as 

“holdings”. 

Considering these features of continuity, we cannot say that enterprise crises were produced 

by the political change in itself.  It is more likely that economic difficulties of the big firms 

occurred irrespective of this process and the political turnover, including the changing attitude 

of the government, only brought to light these week points.  Political rearrangement was not a 

cause but only a catalyst of the problems of big enterprises.

3.3. Constraints of Continuity and Disintegration 

While emphasizing the continuity of the restructuring process the limits of disintegration and 

continuity should be also considered.

Disintegration  remained formal  in each case where the former enterprise centers retained 

majority ownership within the group of companies. This specific type of “holdings” formed on 

the basis of big enterprises should be distinguished from the brand new group of firms based 

on  private  finance  in  which  shareholder  groups  may concentrate  many organizations  of 

different branches which had been completely independent before. The latter category means 

centralization while groups of companies restructured on the basis of big enterprises meant a 

formal organizational decentralization. 
13
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This  paradoxical  decentralization or  virtual  disintegration  can  be  also  considered  as  a 

specific manifestation of continuity.  While empirical studies written in the 1970s and 1980s 

showed  often  virtual integrity of  big enterprises,  that  is,  many big firms were  not  really 

integrated  big firms but  loose  sets  of small ones,  now this statement  might  be reversed. 

Several  enterprises  disintegrated  into  a  group  of  companies  are  still maintaining the  big 

enterprise frameworks. The old wolf in the lambskin of small companies has survived its own 

death. 

It must not be forgotten, however, that the initially virtual disintegration process turned into 

actual  decentralization in  many cases.   Another  meaning of  continuity  occurs  when a 

“holding” created  from the  enterprise  center  has  lost  its  majority ownership position (by 

selling shares, whole factories or making a debt-equity swaps with creditors in order to solve 

cash flow problems or decrease debts). Having become a “shell company”, these units were 

often liquidated and their subsidiaries acquired by different investors gained real independence 

from the big enterprise frameworks.

An other  important  question concerning constraints  of the process is,  in what  degree the 

tendency of disintegration can be considered continuous?  The snapshot made at the turn of 

1995 and 1996 shows a mixed picture.

Some signs indicate that  the process is rolling on. Several firms having formed a group of 

companies in the early 1990s but maintaining their integrity for years, are privatized recently 

part by part. On the other hand, disintegration has reversed in many cases through reducing 

the number of companies formed from a certain big enterprise by internal mergers or through 

building up new shareholder integration by expansion beyond the original frameworks of the 

big firm or  its  successor.  This indicates  that  there  are  big organizations  not  only having 

survived  the  shocks  but  even  having  been  able  to  strengthen  their  positions  in  the 

transformation process.

Thus the disintegration of the Big 49 does not mean the destruction of the big enterprise 

sector or the disappearance of the traditional dual structure of the Hungarian economy.  The 
14



15

industry is dominated by big firms in several branches including some members of the formally 

privileged firms, selected by the market, the investors, the government and good luck.  The 

statement that the integrated group of the Big 49 has collapsed does not mean more than this 

group in a special status under planned economy has lost its preferred position. It seems to be 

likely, however, that another relatively homogeneous group has emerged in the last five-six 

years,  including several “old” enterprises.  This group could have developed a comparable 

position with the Big 49,  even if characterized by partly different criteria and methods of 

preferential treatment.  The testing of this hypothesis, however, requires a new  research.
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