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Introduction

Privatisation is coming to the end in Hungary. By spring 1998 the bulk of state owned 

property  was  in private  hands.  According  to  official statistics,  private  enterprises 

account for nearly eighty per cent of GDP and almost three quarters of the capital is 

privately owned. It  is obvious, that  this is not only the result of privatisation in the 

strict sense of the word. The figures include private firms developing form their own 

resources along with the green field investments of foreigners. They also reflect the 

loss of assets and liquidation of state-owned enterprises. It  seems certain, however, 

that the sale and distribution of state assets played a major part in declining stake of 

state ownership role. More than one thousand firms were fully privatised during the 

period 1990-1997.

Considering the recent ownership structure of the Hungarian economy, already fairly 

similar to that of several West European countries, government can declare at any time 

the  end of  privatisation process.  Debates  on  legal and  institutional frameworks  of 

controlling  the  residual  state  property  have  started  in  1997.  Despite  of  detailed 

proposals of several governmental apparatuses and consulting firms, no final decision 

was made before the parliamentary elections in May 1998. The future of state residual 

property is yet to be seen.

The analysis presented below summarises first the main characteristics and results of 

Hungarian privatisation process as  the  precondition of managing the  residual state 
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property.  The  second  section  gives  the  inventory  of  the  different  controlling 

institutions and describes the positive and negative features of their activities. The last 

section presents the alternatives of state asset management considered in Hungary for 

the  post-privatisation  period,  including  the  possibilities  of  further  privatisation 

transactions.
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1. Rationales and Origins of Residual State Property

The opening portfolio of SPA included 1857 state owned enterprises as of January 1. 

1990. In the privatisation phase completed recently most organisations operating in 

retail and wholesale trade, light and heavy industry were sold.  Privatisation in Hungary 

has  not  refrained  from  so  called  strategic  sectors  either.  Private  share  in 

telecommunication,  banking  and  energy  sector  (oil,  electric  power  plants  or  gas 

suppliers) has grown to a high level even by West European standards.  The number of 

state owned companies and the value of state assets have been considerably reduced.  

A brief analysis of the specific features of the Hungarian privatisation process shows 

that every reasonable method of privatisation had been used for various periods and 

with various focuses.

Privatisation Methods in Hungary

A. Free distribution
to whom? How?
every citizen Small Investors Share Program 
certain citizens restitution
certain institutions free transfer of assets (local governments, 

churches, social security funds)
B. Sale
B.1 Preferential modes of sale
to whom? How?
position dependent MBO, ESOP
open Install Payment, Existence Credit, 

Privatisation Leasing
B.2 Traditional modes of sale
to whom? How?
local buyers Small privatisation (auction)
local and foreign buyers direct sale (public competition, public 

tender, private placement, public offering)

As the list  of  the  methods shows,  privatisation in Hungary has been a  process  of 

changing  and  mixed  nature.  This  had  the  disadvantage  of  making  the  process 

incalculable for all participants and resulted in a certain lack of transparency. One has 

to consider, however, that this approach had some advantages, too.  The flexible and 
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pragmatic  approach  offered  good  opportunities  to  various  social  groups  in  the 

competition  for  owner’s  position.  It  contributed  to  the  relatively high speed  and 

significant extension of Hungarian privatisation, too. 

The alternative of open and free distribution to every citizen was implemented in the 

Small Investor Share Program. The first phase of program started by the government 

right before the parliamentary elections in Spring 1994 involved only two companies 

and was not continued by the new government.  In the context of free distribution 

modes restitution is to be considered as a special mode of reprivatisation in Hungary. 

Compensation notes were given to two million citizens, deprived of their ownership or 

specific human rights in value of Bn.  220 HUF. The free tradable notes  could be 

converted into shares of state firms on stock exchange, could be used in auctions for 

agricultural  land and  could  solve as  a  substitute  for  cash in paying the  price  the 

privatised companies. The process of restitution is not completed up till the end of 

1998. Compensation notes in value of 20 to 30 Bn. are to be converted for shares of 

the residual state property. Other examples of free distribution included the transfer of 

property and occasionally business shares  to  churches,  local governments1,  several 

foundations and social security funds. 

Employee  buyout  or  management  buyout  can  be  considered  as  "closed-end" 

preferential  modes  of  sale.   ESOP  and  MBO  were  implemented  as  independent 

processes or combined with other sale methods. As a general rule, employees of all 

enterprises could by shares in their company on preferential terms up to ten per cent of 

the assets. Install payment (first of all in IPOs) and the preferential Existence-loan were 

the most popular preferential solutions open to every citizen, with occasional cases of 

privatisation leasing.2

Market restrictions were not used except in so called small privatisation, the sale of 

retail  trade,  shops  and  restaurants.  These  auctions  were  only open  to  Hungarian 

1 Local governments became the owners of  non profit instirtutions (scools, hospitals etc.), several 
enterprises (first of all pubic utilities, local transport) and received a stake of shares in privatised 
companies in value of the land they used. 
2 E-loan was used in privatisation in more than 400 transction in value of Bn. 68 HUF between 1990 
and 1997 while privatisation leasing appeared in 27 cases in value of  6 Bn. HUF. 
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citizens. The other  classic modes of sale (public competition, public tender,  private 

placement, public offering) were open at equal terms to local and international bidders.

Not only methods but the main goals of privatisation were flexible and changed from 

year to year. In the early 1990s the goal of the government was concentrate all state 

ownership rights and to sell enterprises at a good price. The highly centralised mode of 

selling proved to be very slow. The introduction of the so called self-privatisation3 in 

1992 for small and medium size firms aimed at speeding up the process. The reason 

behind the dominance of free distribution and preferential modes of sales in 1993-94 

was to  create a strong domestic middle-class and to  gain votes in the parliamentary 

elections in 1994.  The “big privatisation”,  the  selling of  most  units  in energy and 

banking sector in 1995-97 turned back to the priority of high cash income, motivated 

partially by the  unavoidable  stabilisation  of  the  economy as  a  whole.  “Simplified 

privatisation”,  introduced  by the  law  in 1995  proved  to  be  less  widespread  and 

successful than self-privatisation,  mainly because the lack of delegation of decision 

making rights to private firms. 

3 Self-privatisation of more than 400 enteprises meant that the central privatisation agency (SPA) 
delegated most of its ownership rights to selected consulting firms. This agents, interesed in the price 
and speed of the process, prepared the transformation (commercialisation) of the enterprises and the 
selling. SPA reserved only the right of control. 
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State revenues from privatisation

Form of the income 1990. 1991. 1992. 1993. 1994. 1995.
Cash - HUF
Hard currency

0,14
0,53

4,82
24,61

17,51
40,98

17,55
110,64

27,61
10,95

25,71
412,05

Total cash 0,67 29,43 58,49 128,19 38,66 437,76
Compensation notes
E-loan

-
-

-
1,01

2,26
9,07

14,56
22,60

64,20
30,23

18,48
3,92

Total revenues 0,67 30,44 69,82 165,34 133,09 460,16

Without dividends and other incomes

Source: 1990-1996: Central Statistical Office, 1997 State Privatisation and Holding Co.
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As  the  table  indicates,  in  East  European  context,  Hungarian  privatisation  is 

distinguished by the predominance of standard  methods of sale rather  than special 

solutions  or  free  distribution,  despite  of  the  presence  of  the  latter  approach.  The 

significance  of  cash  transactions  and  in  particular  foreign  investors  seems  to  be 

outstanding.

These characteristics of the Hungarian privatisation process proved to be important not 

only from the point of view of state incomes but even more in the context of corporate 

governance.  As a consequence of the standard methods,  there  are significantly less 

para-state owners, quasi-privatised firms than in other post socialist countries. 

Ownership structure of companies
per cent 

Owner 1992. 1993. 1994. 1995. 1996. 1997.
Hungarian citizen 9,8 11,9 12,3 12,4 12,6 12,8
Domestic company 12,4 14,2 17,1 19,9 20,5 21,8
Co-operative 2,8 2,6 2,6 2,1 2,1 2,2
ESOP organisation 0,1 0,3 0,9 1,0 1,2 1,2
Total domestic private 
owners

25,1 29,0 32,9 35,4 36,4 38,0

Foreign owners 10,1 16,1 18,9 27,9 31,5 34,0
Total private ownership 35,2 45,1 51,8 63,3 67,9 72,0
Central government 58,9 48,4 40,4 29,5 22,5 18,0
Local governments 5,1 5,8 6,6 6,3 7,5 7,8
Other 0,8 0,7 1,2 0,9 2,1 2,2
Total state and other 64,8 54,9 48,2 36,7 32,1 28,0
Total 100,0 100,0 100,0 100,0 100,0 100,0

Source: 1992-96: Tax office, 1997: Estimation of Economic Research Institute

Most of Hungarian firms recorded by official statistics as privatised, are really in hands 

of individuals or privately owned companies. (Major exceptions to this rule are publicly 

owned  foreign investors  mainly in energy sector  -  all foreign direct  investment  is 

considered as private.) In most privatised companies there is one (or some) dominant 

owner holding the majority of shares. Even if investors did not bought hundred per 

cent of the firm concerned at the first step, they tend to buy out the stake of  typical 

minority owners such as employees,  local governments and the central government 

(e.g.  gas and electricity suppliers, power plants,  Tungsram, Chinoin pharmaceutical 

company). Dispersed ownership is characteristic first of all in several dozen big firms, 

listed on the stock exchange (Hungarian Oil Company, Richter Gedeon pharmaceutical 
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company,  Tiszai  Vegyi  Kombinát  and  Borsodchem,  the  two  big  firms  of  heavy 

chemistry). As a general rule, strategic (core-) investors had the position, the intention 

and the capital to start a quick restructuring programme in the firms acquired. Most of 

them proved to be successful. The bankruptcy of privatised companies, at least in the 

group of big ones, seems to be rather rare.4 In some cases of preferential selling (E-

loan, ESOP) there are signs of “secondary privatisation”, i.e. the involvement of new 

owners and thus gaining fresh capital. 

Because of the lack of mass privatisation in Hungary, investment funds or mutual funds 

are  not  present  as  owners  of  enterprises.  Para-state  institutional owners  like local 

governments or social security funds are not listed as private investors and in many 

cases they have begun to sell their assets. Commercial bank acquired owners position 

in enterprises in the early 1990s via debt-equity swaps. Later on, however, they tried to 

get  ride of  these  assets  and most  of  the  banks themselves were  privatised.  Thus, 

indirect state ownership through banks is not characteristic either.5

As a result  of  relatively quick privatisation,  residual state  property is rather  small. 

Nevertheless, it consists of different elements and the controlling functions are divided 

among several types of institutions.

From the point of view of the rational and origin of residual state property there are 

two major groups: the intended and the unplanned leftover. The first group is called in 

Hungary long term state ownership, the second one is the temporary state ownership. 

Long term state ownership was first defined in Privatisation Act LIV of 1992. The list 

of nearly 200 companies (163 of them with asset value Bn. 600 HUF in the portfolio of 

State Holding Company, the rest under the supervision of branch ministries) was not 

attached to the law. The group of companies could be revised at any time and in any 

direction  by  governmental  decree.  The  second  privatisation  law  issued  as  Act 

4 In these circle there were only some cases when the state had to re-acquire its ownership position. 
The Italian partner of the Hungarian Arlines Malev got into financial trouble and sold it’s minority 
stake to
the State Holding Company. In other two cases renationalisation occured as a bailout of the firms 
concerned (after the first privatisation attempt of a big steel company Dimag and lately a big bank, 
Postabank).
5 The only exception is the Hungarian Investment Bank, see in the next chapter.
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XXXIX/1995 changed this situation by incorporating the list into the law. At the same 

time the number of firms concerned was reduced to  156. Another revision has been 

made by the effective Act LXXVI 1997. According to the recent legislation the list of 

companies to be retained in long term state consists of 188 companies.  

The involvement of a certain firm into the category of long term state ownership does 

not necessary mean that it can not be partially privatised. Laws declare the mandatory 

(minimum) rates of government share that  may 25, 50 or 100 per cent or only one 

golden Share. These specific shares represent votes in certain issues6 but do not receive 

any dividends and do not give an influence on most business decisions. The range of 

companies and the mandatory rates of government stake might be changed at any time 

by modifying the law.  

This group of firms includes some big enterprises of energy sector (a 25 per cent state 

share in the national oil company Mol, 50 per cent in Hungarian Electricity Company, 

one golden share in 18 gas and electricity suppliers as well as power plants7), 12 big 

state farms, 22 forest and lumber companies, some big firms of public transport and 

other infrastructure (post office, railways, the Hungarian shipping company Mahart, six 

water works, the Hungarian Air Lines Malév, 24 inter city bus line operators), some 

financial  institutions  with  specific  profile  (the  Hungarian  Investment  Bank,  credit 

guarantee institutions and one golden share in biggest commercial bank OTP), several 

smaller  research  and  technical  development  institutions  and  some  other  smaller 

companies with specific field of activities (like the publisher of official school-books, 

the international fair company Hungexpo, some smaller firms of defence industry etc.). 

As the list indicates, the main criteria of falling into the category of long term state 

ownership is the strategic importance or the specific activity of the firms concerned. 

Some of them need financial and technological restructuring, like most of state farms 

or transport companies, but this was not the main reason for appointing them into this 

group.  Neither  fiscal consideration,  generating  revenues  for  the  central  budget  by 

paying dividends played a decisive role.

6 The rights attached to Golden Share are specified in the founding charter of each company 
concerned. They may include veto for hireing and fireing the management, for decreasing initial 
capital or licquidating the firm. 
7 The controlling authorisations of the government are based on golden share altogether in 32 firms.
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97 of the 188 companies in long term state ownership are controlled by the central 

privatisation organisation, called Hungarian Privatisation and State Holding Company 

(HPSHC). In December 1997 long term state ownership represented roughly the half 

of HPSHC portfolio both by the number of firms and the value of assets.  Branch 

ministries are the owners in an other 91 companies; in 23 cases they only have one 

golden share.

Besides  the  companies of  long term state  ownership listed  in the  law,  there  is a 

considerable  stake  directly  owned  by  state  institutions  and  not  assigned  for 

privatisation.  The  Treasury  owns  about  Bn.  500  HUF  assets,  mainly  but  not 

exclusively none tradable goods (like the buildings of the Parliament and ministries, 

forests, historic monuments). The social security (pension and health insurance) funds 

obtained  their  ownership  position  in  the  process  of  privatisation.  Their  portfolio 

includes minority shares in big companies considered to be profitable on the long run, 

like some banks and power plants in the value of Bn. 65 HUF. 

Apart  from the  companies in long term state  ownership,  there  are  companies that 

might be or should be privatised. At the end of 1997 most of them, 322 firms were 

directly owned by HPSHC. In slightly more than half of this group the government 

held less than 50 per cent stake.  The other 166 organisations were majority or fully 

owned by HPSHC. (This distinction is important  from the point of view of future 

privatisation and asset  management possibilities.) Up till May 1998 another Bn. 34 

HUF state shares of 34 companies were sold.  

An other group of “temporary state ownership”, the real “leftover” of privatisation is 

controlled by Hungarian Investment Bank (HIB), hundred per cent owned by HPSHC. 

The two  institutions exchanged several times smaller stakes  of their portfolio.  The 

intention was to  improve privatisation possibilities by giving the shares to  the state 

holding and to improve restructuring process by better reorganisation facilities of the 

HIB. 

10



The privatisation leftover is a heterogeneous group of companies. Some of them are so 

called shell companies and some others are on verge of liquidation, too.  In several 

cases the state holding has tried to sell its share but the attempts failed, mainly because 

of  the  poor  financial  and  market  position  of  the  companies.  According  to  our 

information there is no well defined group of companies, where the open resistance of 

the  management  or  that  of  the  branch ministries  could  be  blamed for  prolonging 

privatisation. 

To  sum up,  residual  state  property  is  rather  small  in  Hungary.  Long  term  state 

ownership  is  controlled  directly  by HPSCH,  branch  ministries  and  the  Treasury. 

Because of the dominance of cash privatisation instead of distribution and the selling of 

most  big  commercial  banks,  indirect  state  ownership  or  other  form  of  quasi-

privatisation  are  not  widespread.  The  main exemptions  to  this  rule  are  the  social 

security funds and the state development bank. The next section outlines the activities 

of these asset managing organisations.
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2. Controlling institutional strucures of residual state property and their corporate 
governance implications

Following the parliamentary elections in 1990 the reduction of state ownership was 

considered as the key objective of economic policy. According to the new government, 

the best asset management is privatisation. The first step was the centralisation of the 

rights  concerning sales.  All decision making responsibilities regarding  privatisation 

were assigned in 1990 to State Property Agency (SPA), an organisation controlled by 

the  government.  A  comprehensive  package  of  privatisation  laws  issued  in  1992 

included the mandatory transformation of SOEs into company form. That meant the 

abolition of former enterprise councils, the self governing bodies of most state firms.8 

Thus, as a second step all ownership rights were centralised to  SPA in firms to  be 

privatised. 

Long term state ownership was defined at the same time and State Holding Company 

(SHC) was formed to control the companies concerned. The initial portfolio of SHC 

included 160 firms with 1300 Bn. HUF assets. In 1995 the SPA and the SHC were 

merged into Hungarian Privatisation and State  Holding Company (HPSHC). Up till 

1998  central  privatisation  institutions  were  subordinated  to  a  minister  without 

portfolio. Recently the control has been taken over by the Office of the Prime Minister. 

2.1.  Central  Privatisation  and  Asset  Management  Organisations:   the  State 
Property Agency, the State Holding Company and the integrated Holding

SPA  was  mainly responsible  for  privatisation.  Therefore  its  activity as  an  owner 

concentrated  on  the  transformation  of  enterprises  into  company form  (so  called 

commercialisation or corporatisation) and selling the shares. Besides that, SPA had to 

exercise in more  than 1000 organisations  other  elements  of  ownership rights,  like 

appointing top management, setting up boards of directors and supervisory committees 

8 Enterprise counciles, consisted of the representatives of the management and the employees, were set 
up at 2/3 of the firms in 1985. (The rest of the firms, mainly strategic enterprises remained unde the 
direct supervision of branch mininstries.) The self governing bodies got most of owership rights, 
including the appointment of the chife executive and funding subsidiaries and joint ventures with 
other firms. 
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of  the  new companies9 and  voting  in important  strategic  decisions  at  the  general 

assembly of the firms. In the shadow of the privatisation process this was an enormous 

task for him relatively small and inexperienced staff of the SPA.  

No wonder  that  a comprehensive system of ownership control was not  developed. 

Even routine decisions were forced to a long intricate path in the bureaucratic decision 

making system.  Consequently,  in spite  of  formally strong  centralisation companies 

maintained most of their autonomy.

Unlike SPA, SHC was intended by both of the legislators and its first management to 

play a long term ownership role.  However, it did not take much time for its objective 

to be obscured. As early as in 1993 the government began to urge the partial sale of 

the companies in the SHC portfolio as well. The establishment of a sound system of 

asset  management  at  least  in this  group  of  companies  was  hindered  by turbulent 

changes in policy, staff and then organisation structure.10 

During it’s less than three years existence, SHC was hesitating between the role of a 

real holding and a government agency.  The dilemma was whether  it  should try to 

maximise the  value  of  its  portfolio  or  to  carry  out  the  short  term  governmental 

decisions. The objectives were controversial and volatile. As it soon became apparent, 

the company form of SHC in itself could not guarantee the priority of business goals 

and could not isolate the Holding from direct political influence, partially channelled by 

the supervising minister without portfolio. The political forces did not simply define the 

objectives but they wanted to participate in day-to-day operative decision making and 

as a last resort they asserted their will by replacing the managers of the holding.11

One of the neuralgic points was the range of the assets controlled by SHC. Long term 

state ownership was not identified on basis of a clear set of criteria but it was shaped in 

9 According to Hungarian legislation, board of directors is the main executive body of a joint stock 
company. Board members are delegated by the owners but they can not be directly instructed by the 
shareholders. In case of state ownership the members of the boards are appointed by the central 
privatisation and asset management orgaisation (or other ownership institution). They might be 
choosen form the staff of these organisations or might be outsiders (independent experts, professors of 
universities, etc.). The supervisory committee is a controlling body without executive rights, including 
one representative of the employees of the firm concerned.
10 For more details about the activities of  SHC, see Voszka, É. (1995. a.)
11 SHC had three Presidents and CEOs in 3 years.
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negotiations between ministries, companies and various political forces. Moreover, the 

government  could  change  the  large  and  heterogeneous  portfolio  by excluding  or 

including firms at any time. 

Like every state asset management organisation, SHC faced the dilemma whether to 

control the companies as a hard handed owner or to act as an agent in the government 

and lobby for them. The holding tended to  follow the second option. In the lack of 

general asset management system, control between passive owners role to direct micro 

management,  varying  form time  to  time  and  from company to  company.  Passive 

attitude was typical in cases of small or viable firms.  

The reintegration of SHC and SPA in 1995 created a new situation in several respects. 

While the unified organisation, after lengthy discussions, was set up in company form 

its objectives and structure were defined more closely to SPA traditions. Privatisation 

became the highest priority again and this marked the processes of ownership control. 

Asset management and corporate governance issues shifted into the background even 

in firms with long term state ownership.

As a sign of the new strategy not only the asset management holding was terminated 

but  the  scope  of  long  term  state  ownership  was  reduced,  too.  Instead  of  160 

companies only 97 remained in this group as a part  of the new holding’s portfolio, 

while 65  firms got  under  control  of  branch ministries.  The  asset  value not  to  be 

privatised was gradually reduced from 670 to  290 billion HUF. The new legislation 

annexed the list of the companies concerned to the law. Thus, in principle the portfolio 

was stabilised and a government decision was no longer sufficient to  reclassify the 

firms. Nevertheless, several changes were made even in the last years.

The  integration  of  SPA  and  SHC  has  not  led  to  any improvement  in  the  asset 

management  processes,  on  the  contrary,  the  control  of  long term state  ownership 

probably declined. The emerging information and controlling systems of the SHC were 

confused  by the  reallocation  of  the  companies in the  staff.  An asset  management 

division was set up soon to control firms not to be fully privatised. 
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With respect to  these companies the objectives are to  maintain or increase the asset 

values and to  fulfil the strategic goals. The main method is the approval of business 

plans, which are traditionally developed in negotiations with the firm’s management. 

Their  compensation  is  also  defined in this  way.   Quarterly controlling is  another 

important  process.   Intensive  participation  in  the  activities  of  the  boards  and 

supervisory committees ("showing the face of the owner") is considered an important 

obligation  by  the  managers  of  the  asset  management  division.  Control  systems, 

however,  are  rather  week,  while bureaucratic  methods and political influence have 

survived.  According to  the  self-critical evaluation of the  HPSHC management,  the 

holding is an oversize organisation  with a  slow and bureaucratic  decision making 

mechanism,12 frequent renegotiating of the same issues and lengthy consultations with 

several governmental bodies.

Beside the administrative approach of direct  control,  both SPA and HPSHC made 

some attempt to  manage state  assets by indirect,  business-like methods. Their basic 

idea  was  formulated  as  "private  management  of  state  assets"13 subcontracted  for 

predefined terms and predefined fees. The method was applied very rarely.14 The main 

problem is the  difficulty to  set  up  an initial asset  value.  That  hinders any correct 

evaluation of its increase or decrease although that would be the crucial point of any 

asset  management  contract.  It  is  difficult  to  negotiate  conditions  giving sufficient 

guarantee to the state owner and sufficient incentive for the asset management firm at 

the same time. 

Although the general principle of the Hungarian privatisation has always been that 

reorganisation of the firms should be carried out  by the new owners,  restructuring 

before privatisation, financed by the state, occurred to. One of the main sources was 

privatisation income, not centralised into the state budget. SPA and the HPSCH have 

12 This manifests itself in enormous amounts of paperwork.  For example in the first six months of 
1996 copies were made of 4.5 million pages at HPSHC.
13 This system was initiated by an international group of consultants (Blue Ribbon Committee 1993). 
The formula is taken from the relevant report.
14 SPA entered into asset management contracts with private firms for altogether 10 companies. One 
contract, concerning  8 companies clearly failed. The asset manager was unable to fulfil its obligations 
after  the  five-year  term  has  expired.  HPSHC had  only  one  transaction  of  this  kind.  The  asset 
management of a big metallurgical company (Dunaferr) was subcontracted to a small firm founded by 
its management. For more detail on the asset management subcontracts see Mihályi (1997).
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spent over 162 bn. HUF on reorganisation15, often following governmental decisions. 

This  activity  included  cancelling  or  rescheduling  debts,  raising  capital,  providing 

guarantees. 

2.2. Ministries

The ownership role of branch ministries have not ceased out completely in the 1990s. 

The  largest  portfolios  in  terms  of  asset  value  and/or  the  amount  of  companies 

concerned are held by the ministry of industry (10 firms plus golden share in 21 firms), 

transport (11 companies plus golden share in one firm) and agriculture (17 firms). The 

Ministry of Finance held shares in the banks still owned by the state, including the state 

investment bank. These assets were passed to HPSHC in 1998. 

Ministries  have  always  exercised  their  ownership  rights  directly  without  any 

intermediaries. In the early 1990s some attempts were made to form their own holding 

organisations, however, as the range of the portfolios was trimmed, these proposals 

were dropped. Asset management by the ministries seems not to  be efficient, either. 

According to specialist of the ministries interviewed, the first problem is that criteria of 

long term state  ownership are not clear. In their opinion these portfolios should be 

thoroughly screened. The second difficulty relates to financing. While companies were 

assigned to the ministries, no additional funds were granted. Since dividends are hardly 

generated anywhere in this group, financial backgrounds of reorganisation are rather 

poor. The third problem is the small asset management staff in ministries and limited 

information about the companies. General statistics are not sufficient and systems are 

not  in place to  process the data  requested  by a shareholder.  In principle, required 

specific knowledge is available in each branch ministry, however, these resources have 

diminished along with the reduction of ownership role of these organisations. Finally, it 

should be emphasised that the ownership function of ministries necessarily means a mix 

of controlling and regulating roles. This general drawback may be alleviated but not 

eliminated by setting up a branch holding.  

15 This sum exceeded 17 per cent of all cash privatisation incomes between 1990 and 1997.
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2.3. The Treasury

Besides the central privatisation agencies and ministries the Treasury is the third owner 

of long term state assets. The name, portfolio and structure of this organisation have 

been repeatedly changed during the last decade.16

The  portfolio  mainly includes  fully or  partly  untraceable  items  but  without  any 

homogeneity as to origin or purpose. Estates of the deceased without inheritors were 

assigned to the treasury already before 1990. It was the of owner historic monuments 

and the assets of budgetary organisations (such as the entire equipment of the army, 

the building of the Parliament or the real estates used by ministries). Vacated Soviet 

barracks, party buildings, sports facilities and forests were transferred to it after 1990. 

Finally,  several  marketable  shares  were  added  to  the  portfolio  from  companies 

indebted to the state.

The  detailed  registration  of  these  assets  has  been  started  only  recently  and  the 

development of the management methods and decision making system is in an initial 

phase,  too.  Safe-keeping and  maintenance  of  buildings and  other  real  estates  are 

important and expensive obligations of this organisation. The high costs of state asset 

management are the most clearly apparent in case of Treasury.

The Treasury Asset Administration was subordinated to the Ministry of Finance up till 

1998, when the control was passed to the Office of the Prime Minister. Treasury has 

always been regulated by rigorous financial limitations. It has to obtain the consent of 

the ministry in case of each sale. All incomes, including leasing fees has to be paid to 

the central budget. A part of these payments is refunded by the Ministry of Finance to 

supplement the direct budgetary subsidies.  

2.4. Social Security Funds

16 Since 1991 the organization is headed by the fifth person, the name and structure of the treasury 
changed for times. 
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The decision to capitalise the Social Security Funds (the pension and health care fund) 

was made in the early 1990s. In principle profitable state shares were to be granted to 

it with the objective to cover the regular deficits of the pension and health insurance 

funds from the returns instead of the central budget.

The value of the assets to be transferred was reduced from the original proposal of 300 

billion HUF to 65 billion. The process was not closed until 1997. The reluctant central 

privatisation agencies, interested in high privatisation incomes, did not want to  give 

away their best assets free of charge. On the other hand, poor performing packages 

were  not  acceptable to  Social Security.  Meanwhile, the  efficiency of  the  funds as 

shareholders was also questioned. Arguments concerned the lack of asset management 

experience and organisation as well as a likely interest in pumping out dividends from 

the companies. Indeed, experiences have not proved encouraging.

The  profits  gained from the  shares  that  had  been finally transferred  to  the  social 

security did not  cover  the  yearly deficits.  The  funds were  instructed  by the  fiscal 

administration to  sell a  part  of assets.  Nevertheless,  central  budget  had to  finance 

several billion losses every year. The probability of achieving the original objectives 

became more and more uncertain. 

There  is  a  general  difficulty  with  ownership  roles  played  by  self-governing 

organisations  like  social  security  and  local  governments.  According  to  Hungarian 

legislation, shareholder’s rights must not be delegated, that is every ownership decision 

has  to  be  made  by the  general  assembly.   The  obviously result  is  a  clumsy and 

bureaucratic process, not supported by detailed information.  

Indirect asset management can be an answer to this problem, as it is actually planned 

by the health insurance fund. According to this approach all equity is contributed to an 

asset management company and direct ownership control is limited to that firm. In this 

case the owners have to give up their right to reallocate the assets of the companies 

and they may not draw away income except in form of dividends.17 

17 This does not refer to the private pension funds created in recent years and expected to mushroom 
following the pension reform of 1997. 
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The self governing bodies of pension and health care funds were liquidated after the 

parliamentary  elections  in  1998.  The  control  of  their  activities,  including  asset 

management, was passed to the Office of the Prime Minister.

2.5. Commercial and Investment Banks

The Hungarian Investment Bank (HIB) itself is an element of long term state assets, 

while it plays the role of the owner of several dozen companies. This institution has not 

escaped the  organisational and managerial changes either.  Its  supervision has been 

transferred from HPSHC to the Ministry of Finance, than back to the holding in 1998.  

In spring 1997 the HIB portfolio was estimated at 20 billion HUF in 70 firms. Most of 

these companies were taken over from the central privatisation agencies, other ones 

were acquired by debt-equity swaps.  With the exception of a few small or medium 

size  companies  bought  for  the  purpose  of  reorganisation,  the  portfolio  has  been 

developed as a result of government intentions or compelled transactions rather than as 

any independent business decisions of the bank itself.

In late 1996 HIB founded its asset management company with hundred per cent stake 

in it. The objective was to isolate the function of asset management and reorganisation 

and create a clear controlling and incentive mechanism for these activities. The new 

company has started with 2.7 billion HUF equity and 40 employees.

The asset management firm is responsible to increase the value of the companies in its 

portfolio (which is less than the total portfolio controlled by HIB), to reorganise and 

then sell them. The income of the firm comes from asset management fees paid by HIB 

(based on value added)  and from the  incomes of  successful privatisation.  It  has a 

considerable scope of asset management authorisations, however,  HIB has maintained 

the right to approve the strategy and selling decisions of majority owned companies.

As in many other cases of indirect asset management, the assessment of initial company 

value and thus performance rating are weak points of this construction. If the initial 

value is overestimated the fees may be too low for the agent to be interested in sale 
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while in the opposite case the fees may be too high for the owner. Minority position is 

another problem. A share below 25 per cent  is usually worthless except  in case of 

special  provisions.  Less  than  50  per  cent  share  is  generally  not  sufficient  for 

reorganisation decisions. The capital available for improving a company are limited 

anyway, especially in the starting period,  before funds are  collected from fees and 

commissions. Considering that  asset  management company exists for less than one 

year and the contract with HIB was signed just recently, it is too early to evaluate the 

performance of this organisation.

Except from a few voluntary acquisitions, commercial banks majority owned by the 

state have built up their portfolio by debt-equity swaps, i.e., in more or less coercive 

transactions.  They  were  usually  running  after  their  money  assuming  that  in  a 

shareholders’  position  they would  be  able  to  control  directly the  activities of  the 

companies and thus increase the chances of repayment. Consequently banks typically 

tried to reorganise and than sell their shares.

These banks have often chosen the alternative of indirect  asset  management.  As a 

general  rule,  they  founded  fully owned  subsidiary banks.18 In  several  cases  asset 

management  was  subcontracted  to  private  firms.  After  privatisation of  commercial 

banks their ownership role in companies has further decreased. 

Private  firms  perform  asset  management  services  not  only  as  subcontractors  of 

commercial banks but in other forms, too.   The most typical transaction lies on the 

borderline of privatisation. In this case the firm buys one or more company with the 

objective  to  reorganise  and  sell them at  higher  price.  The  players  of  this  special 

segment of capital market  are domestic and foreign firms, too.  Foreign investment 

banks are also interested in the combination of privatisation and asset  management. 

These initiatives might be important from the point of view of the future institutional 

system. 

2.6. Summary of Asset Management Experiences in Hungary

18 Portfolio cleaning was supported by the government by consolidation actions or guarantees through 
the parent banks.
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Experiences show that certain generic features of state ownership remain unchanged 

through  the  consecutive  phases  of  planned  economy,  privatisation  and  post-

privatisation period. In every stage, ownership role is divided and it is performed in a 

hierarchic system. Consequently, the owner organisations representing the state have 

specific interests often conflicting with each other and with public interests. Difficulties 

in  co-ordination  often  lead  to  creation  of  additional  organisations  that  makes 

institutional system even more complicated. It is impossible to integrate the objectives 

and interests of shareholders in a well defined framework. Moreover, the objectives of 

asset  management  are  typically not  limited to  maintaining or  increasing state  asset 

value but  include specific goals related  to  employment,  defence,  infrastructure  and 

regional  issues  or  external  public  benefits  to  be  generated  by  maintaining  state 

ownership. This is one of the reasons why state ownership can not be isolated from 

political influence. It  always stands in the crossfire of managerial, bureaucratic and 

political cultures.

In the 1990s these general characteristics have strengthened and some specific features 

occurred in Hungary. Ownership and asset management system has become even more 

differentiated and unstable. The same functions have been performed by various types 

of organisations. Almost all of them was reorganised several times during the 1990s. 

Their  legal frameworks,  internal regulations,  management  and  administrative staff, 

their portfolio and supervision were often changed. These organisations have been in 

continuously fighting  with  each  other  for  decision  making  rights,  reallocation  of 

control over companies and for building their own identities.

Thus, the performance of state ownership control in privatisation period reflects the 

experiences of an emerging, unstable institutional system. In post-privatisation stage 

requirements are changing again. Proposal concerning the future controlling methods 

can not be built on any firm basis. The existing seeds and lessons, even if they are 

mainly negative,  should be taken into  account.  According to  our  experiences,  it  is 

rather  ineffective to  assign state  ownership rights to  budgetary institutions or  self-

governing organisations. Investment banks and firms specialised in asset management 

may be considered as more successful agents. 
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3. Alternatives of State Ownership and Asset Management Institutions in the Post-
privatisation Period

In Hungary the closing of privatisation process may be declared at any time after 1997. 

The ownership structure of the Hungarian economy and the ratio of state assets are 

already similar to the patterns of several other market economies. Since spring 1997 

the institutional alternatives for controlling the state assets in post-privatisation period 

has been studied by the government and the HPSHC management. 

The  declaration  about  the  end  of  privatisation,  however,  does  not  mean  that 

privatisation process is completely over. Firms not falling into the category of long 

term state ownership represent a differentiated portfolio in terms of operations, size, 

financial and market position or ownership structure.

    

It is unrealistic to expect that up to closing of privatisation except for the long term 

ownership all shares will be held by private investors. Full privatisation is also unlikely 

to  be  achieved  in  the  foreseeable  future.  Thus,  solutions  must  be  found  for  the 

management of both categories of state in the post privatisation stage. 

3.1. Models and General Principles

Based on West European and Hungarian experience state asset management models 

can be analysed from the  aspect  of the  basic types  of  relevant  organisations and 

second,  from  the  aspect  of  their  integration  in  the  system  of  governmental 

administration.  In case of state ownership the owner is not to be personified, its rights 

have to be assigned to one or more institutions. The asset management method applied 

is only a secondary issue. 

State  can be represented as an owner by branch ministers, government agencies or 

companies including holdings and investment banks. The last two categories might be 

integrated into the administration in different ways. They may be supervised by the 
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Ministry of Finance or a central ministry of economy, a Ministry of Ownership or an 

inter-ministerial committee. 

International  experiences  show  that  there  is  no  general  model  of  state  asset 

management, characteristic for all market economies. An absolutely good solution that 

could  be  successfully used  for  every firm or  every task  does  not  exist.  Different 

national systems are influenced by traditions and other  cultural factors.  They often 

combine several institutional solutions.  

Before analysing costs and benefits of the different alternatives some general principles 

are summarised below to be used as starting points in evaluation.19

• The primary issue is to define the range of state assets. This decision is a part of 

economic strategy.

• The alternative tools of state intervention, in particular regulation should be given 

priority over choosing ownership position. 

• The requirement of security is not a sufficient reason in itself to maintain the state 

ownership role. The necessary shares can be purchased at any time. 

• State owned firms can generate profits for the central budget; however, the primary 

revenue comes from taxes.  The maintenance of state  ownership,  at  the same 

time, is often costly. These direct and indirect  costs might be higher than the 

returns. 

• Consequently, the range of state owned assets should be minimised. 

• The owner’ role of the state, however, will be maintained in the foreseeable future. 

This does not mean that the group of companies concerned remain unchanged. 

State ownership should be revised from time to time. 

• Under  recent  conditions  privatisation  should be continued in Hungary.   It  is a 

crucial point  of  the  new asset  management  system to  support  further  selling 

instead of fixing for a long run all state owned assets. 

• It seems to be desirable to involve private firms in privatisation and if necessary, in 

reorganisation of state owned companies. 

19 For more detail see Voszka and Ludányi (1997)
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• The  starting  point  of  setting  up  or  changing  any  state  asset  management 

organisation should be the definition of their tasks. 

• Differentiated  asset  management  objectives  require  differentiated  institutional 

solutions.

• Efforts should be made to separate the roles of control and regulation on the one 

hand and ownership and management on the other.  Exceptions to  the general 

rule, however, might be acceptable.

• Transparency and public control  of  state  asset  management  activities should be 

guaranteed by legal and institutional frameworks.

3.2. A Possible Alternative of State Asset Management in the Post-Privatisation 
Period

The evaluation of the alternatives of asset management should be reasonably set out 

from the differentiated character of recent state portfolio. As a consequence, objectives 

and treatment should be differentiated, too. 

An essential difference concerns the competitive and non competitive nature of the 

assets.  Instead of a clear-cut  distinction, most activities can be rated along a scale. 

Competitive assets can be sold or reproduced and the main goal of their operation is to 

generate profits (such as manufacturing or most of trade).  On the other end of the 

scale non-competitive (physical) assets like monuments, forests or some real estates 

are not required to  be profitable, however, specific state objectives concerning their 

operation are decisive. These assets  are typically not  tradable and they are hard or 

impossible to reproduce. Starting from the competitive end, these transitional sectors 

include  for  example research  institutes,  energy suppliers,  health,  education,  public 

transport or the Post Office. Obviously the timing and method of privatisation of these 

different  types  is  different  and  so  are  their  asset  management  methods.  The 

classification of the assets included in the state portfolio has to be carried out before 

defining the new institutional system. 

The key elements of the recommended alternative are as follows.
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• Assignment of the Treasury and branch ministries to perform the ownership role of 

the state with respect to non competitive assets.

• Further  reduction  of  the  long  term state  ownership in competitive sector.  The 

controlling institution is the legal successor of HPSHC with profoundly revised 

responsibilities.

• Privatisation of all other shares and assets, without or after reorganisation. These 

functions are performed in a case by case approach by investment banks or asset 

management firms or after forming several portfolios by privatisation funds. In these 

mixed funds controlled jointly by the state and private investors, the successor of 

HPSHC is the representative of the state.  

This system is charted below completed with the dimensions of the owner’s objectives, 

asset management systems, and potential alternatives.

Objectives,  Ownership  Institutions and  Asset  Management  Systems -  Alternatives  by  Asset 

Categories

Owner’s  Objective 
and 
Asset  Management 
Responsibility

Owner  Organisation Asset  Management 
System

Alternative 

Non competitive
assets

Specific 
state (pubic) goals 

Ministries, Treasury Direct or holdings of 
branch ministries

successor  of  HPSHC, 
governmental  office or 
state holdings

Competitive 
assets
• long  term  state 

ownership
Specific state (pubic) 
goals

Successor   of 
HPSHC 

Direct Ministries,
Hungarian  Investment 
Bank

• temporary  state 
ownership

Privatisation, 
reorganisation

Investment  banks, 
privatisation funds 

Indirect  (successor 
of  HPSHC acting as 
the representative of 
the  state   together 
with  private  asset 
managers) 

successor  of  HPSHC, 
State Investment Bank, 
free  allocation  to 
private entrepreneurs 

The proposal has the disadvantage of substantial preparation work and leads to  an 

even more complex organisation structure that may harm transparency. On the other 

hand it has the benefit of clearly defined objectives and thus the accountability of all 

actors. It supports competition and comparison between the participants.
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The asset management of non competitive shares, i.e., the role of branch ministers and 

the treasury are not scrutinised here. The recent analysis focuses on competitive assets 

including long term (strategic) firms and temporary state ownership. 

Long Term Competitive State Ownership - State Asset Management Office

According to the proposal, long term state ownership should be massively reduced in 

competitive  sector.  Majority  shares  should  be  held  mainly  in  semi  competitive 

category. This group consists of “strategic firms" representing essential importance in 

national  economy and  performing  activities  with  high  externalities.  Organisations 

concerned are large but not numerous. The group is estimated to  include not more 

than 10-12 companies operating in the sectors of energy, raw materials or agriculture 

and a few specific financial institutions. 

The State Asset Management Office (SAMO) as a legal successor of HPSHC can be 

assigned to  control  this group  on behalf of the state.  SAMO may also act  as the 

government shareholder of the mixed privatisation funds reviewed below. 

The main task of SAMO, however, is not exercising control but closing privatisation 

process. As a successor of HPSHC it performs state obligations included into several 

hundred contracts, monitors the performance of liabilities undertaken by the buyers and 

represent the state if it comes to  legal proceedings. Furthermore, the office initiates 

liquidation and termination if necessary and it can manage the partial privatisation of 

companies in long term state ownership. According to the recent practice, it may sell 

shares on behalf of the ministries, the treasury and social security.  These functions 

indicate a limited staff of a few dozens of employees mainly with legal, financial and 

human resource management skills or privatisation experience. 

Adopting  the  practice  of  some  western  countries  a  White  Book  of  state  owned 

companies  should  be  published every year.  The  White  Book  should  present  each 

majority state owned company, giving a brief statement of the reasons of long term 

state  ownership  or  the  proposed  privatisation  schedule  and  a  summary of  yearly 

performance.  This task  would not  require any considerable additional staff for  the 
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Office as  it  can  be  assigned to  consulting firms.  The  responsibility of  the  owner 

organisation is limited to  draft  proposals for the government or  the Parliament on 

changing the status of the firms concerned. 

The setting up of the agency requires a decision about its organisation form,  company 

status, supervision and financing system.

 

The importance of the dilemma concerning the holding or governmental office status 

of the state owner organisation seems to  be overestimated. Experiences have shown 

that  the  form of  a  holding in itself does  not  automatically mean business minded 

approach and it does not exclude direct political influence either, while it causes legal 

and accounting difficulties.  Since the key obligation of this organisation should be the 

legal closing of  privatisation  and direct  control  over  companies should concern  a 

limited range of  firms, it  seems to  be rational to  set  it  up  as  an office.20  Direct 

reporting to the government and operation in a quasi ministerial status seem to be the 

best alternative of supervision. 

This solution defines the financing system of SAMO, too. The governmental office is 

directly connected  to  the  central  budget.  Its  income including dividends from the 

companies or privatisation proceeds will be paid to the budget. It role in reorganisation 

is limited,  thus  it  does  not  need huge sums to  redistribute  among the  firms in its 

portfolio.  The funds that  may be eventually required for  equity raising in order  to 

maintain the votes of the state will be directly allocated from the central budget.  A 

special  fund  to  be  available  to  pay  the  liabilities  included  in  former  privatisation 

contracts should be maintained by SAMO.

The advantages of this proposal include the safe closing of any open legal or financial 

issues of completed privatisation transactions, the utilisation of experiences gained in 

selling of big companies and transparent for the public operation. The solution reduces 

the concentration of power and eliminates the administrative asset management from a 

considerable range of companies.

20 Staff compensation has been quoted as a crutial argument for the preference of company status. It is 
essential to define salaries acknowledging  exceptional responsibility as well as the required 
professional skills and integrity.  This requirement, however , can be met by specific financial 
solutions. 
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As to its disadvantages, it must be admitted that bureaucratic control may survive in a 

limited group of firms. Due to  its manifold activities the objectives of the office are 

difficult to  specify. Consequently, certain functions may be subdued by other  roles 

actually  preferred  by  political  forces  or  indicated  by  the  self  interests  of  the 

organisation.  Such problems,  however,  are  unavoidable in all forms of  state  asset 

management. 

Having reviewed other  alternatives,  the  starting  point  is that  a  legal successor  of 

HPSHC has to be assigned. The dividing of the liabilities and resources among several 

governmental organisations would lead to uncertainties. Thus, keeping this function in 

an  integrated  organisation  seems to  be  desirable.  Once  this  has  been agreed,  the 

question is if this organisation exercises any direct or indirect control in a broader or 

smaller circle of companies. Concerning this question, the recent proposal represents a 

compromise between three extremes. The first extreme is to concentrate all state assets 

to the existing holding, the second one is to subordinate all firms to branch ministries 

and the third would be a system of holdings and companies operating independently of 

any state ownership organisation.

The HPSHC management  understandably prefers  the  first  option,  pooling all state 

assets  into  the  holding,  except  treasury ownership.  In  our  opinion this  alternative 

would  block  the  privatisation  process.  It  would  have  been  impossible  to  ensure 

transparency of asset  management and internal income redistribution. The exclusive 

ownership  position  of  branch  ministries  would  mean the  unfavourable  mixture  of 

controlling  and  regulatory  functions  in  an  unreasonably broad  range.  Finally,  the 

complete elimination of state ownership organisations would amount to implementing 

an  extreme  version  of  "abandoned  assets",  well  known  from  centrally  planned 

economies. While the structure of the State Asset Management Office outlined above 

may not be a perfect solution, it is considered the most reasonable alternative.

28



Temporary State Ownership - Privatisation Funds and Reorganisation

Once the  scope  of  long term state  ownership has been revised and separated  the 

leftover  firms or  shares  should  be  privatised  in the  foreseeable  future.  While the 

successor of HPSHC will be ultimate owner of these shares it will not be authorised to 

control directly their privatisation or reorganisation.  It will be responsible to contract 

out these activities. 

The first criteria dividing temporary state owned firms into two groups is the majority 

or  minority position  of  the  state.  Reorganisation  prior  to  sale  may be  taken  into 

account  in case  of  majority shares  only.  Hungarian  Investment  Bank  or  its  asset 

management  company with their financial background and experience may be well 

placed to  manage the  reorganisation of  large  firms. The  decision of  acquiring the 

owner’s  position  in several  firms should  be  made  by the  bank itself and  not  the 

government. In other cases, asset management possibly combined with buying options 

may be contracted out to foreign or domestic private agencies as well. 

Companies that are minority state owned or do not require reorganisation should be 

sold as soon as possible. This rather widespread group should be divided further into 

several packages each representing not less than 10 to 15 billion HUF. These smaller 

portfolios will be contributed as physical equity by HPSHC or its successor to  asset 

management  funds.  Private  investors,  investment  banks,  Hungarian or  international 

consortia  may become co-owners  of  the  funds by cash contribution.21 The  private 

participants will be responsible for portfolio management,  under  the supervision of 

State Asset Management Office. They are interested in selling the companies one by 

one or to privatise the fund itself during a predefined term, say in five years. 

The  most  important  advantage  of  this  scheme  is  the  possibility  to  avoid  asset 

evaluation before entering into a contract on asset management. At the same time it 

involves  financially  strong,  experienced  and  motivated  participants  into  the 

privatisation process. 

21 This scheme is similar to the asset management proposal of the Blue Ribbon Committee.
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There are several alternatives to this proposal, too. The first obvious alternative is the 

direct  asset  management  and  privatisation  role  of  the  central  state  ownership 

organisation. This is not a promising solution neither from the point of view of sale nor 

successful reorganisation. Another option is to  transfer all shares to  be privatised to 

Hungarian Investment Bank. The drawback here is that the control of firms can not be 

considered  as  the  only  or  even  the  most  important  task  of  the  heterogeneous 

responsibilities of a financial institute. 
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OBJECTIVES, OWNERSHIP INSTITUTIONS AND ASSET MANAGEMENT ALTERNATIVES BY 

ASSET CATEGORIES

Owner’s  Objective 
and 
Asset  Management 
Responsibility

Owner 
Organisation

Asset  Management 
System

Alternative 

Non competitive
assets

Specific 
state (pubic) goals 

Ministries, Treasury Direct or holdings of 
branch ministries

successor  of  HPSHC, 
governmental  office or 
state holdings

Competitive 
assets
• long  term  state 

ownership
Specific state (pubic) 
goals

Successor   of 
HPSHC 

Direct Ministries,
Hungarian  Investment 
Bank

• temporary  state 
ownership

Privatisation, 
reorganisation

Investment  banks, 
privatisation funds 

Indirect  (successor 
of  HPSHC acting as 
the representative of 
the  state   together 
with  private  asset 
managers) 

successor  of  HPSHC, 
State Investment Bank, 
free  allocation  to 
private entrepreneurs 
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Corporatisation and privatisation of state enterprises
(number of forms)

State owned enterprises 1990 1859
Corporatisation and other changes 1901-1997
Transformation into company form Liquidation
Transfer to other asset management organisations
State enterprise in 1997

1300
472
84
3

State owned companies
Transformation into company form
New establishment
Transfer from other asset management 
organisations

1300
372
30

T o t a l 1702
Privatisation and other changes 1991-1997
100% privatised
Liquidated
Transfer to other asset management organisations
Asset management contract

1086
214
73
7

State owned companies in 1997 322

Source: Hungarian Privatisation and State Holding Company
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