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Employment Relations in Multinational
Companies: the Hungarian Case

Csaba Maké and Péter Novoszdth

The appearance of multinational companies in Hungary has, in
general, been greeted positively by public opinion. However, some
professionals dealing with multinationals have posed several
questions and shown concern with the presence of such companies.
Usually their concerns are well founded, but sometimes they are the
result of a lack of certain knowledge, or they have an ideological
bias (for example, that multinationals are destroying the nation’s
industry). The most frequently voiced anxiety centres on market
sales: namely, there are fears about the apparent elimination of
Hungarian-produced goods on the world market. In order to give a
more complete picture of the situation it is also necessary to point
out those evaluations which appreciate the positive factors of
multinationals: the development of different forms of production
capacity, the new opportunities for employment, the technological
developments, the modernization of the service sector, and the
modernization of management methods.

In general, regardless of the positive or negative attitudes, at the
moment we have comparatively little knowledge about the activities
of multinational companies in Hungary, including information
about their policies for manpower resources and, connected with
this, labour relations (OECD Seminar, 1993). For example, among
the trade unions, only the Vasas Trade Union Federation (iron,
metal and electrical energy industry workers) has prepared a
‘domestic’ assessment of the conduct of management towards trade
unions in those companies in Hungary owned by foreigners. In the
experience of Vasas, attitudes towards trade unions are varied. The
selling-off (privatization) of the former large state companies has
created many mixed companies (joint ventures) in which the
management has acknowledged the existence of the trade unions in
the state in which they found them. In some of these, attempts have
been made to develop partnership relations. In others, such as the
companies established by means of so-called ‘greenfield’ invest-
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Table 12.1 Attitudes of foreign employers toward the trade
unions

Nationality of Number in the
Name of company foreign owner* workforce
Positive attitude:
Ganz Ansaldé Italian 1500
Elektrolux-Lehel Swedish 2500
Ganz Mérogyar Ltd French 600-700
ABB Lang Swiss 600
Packard Elektrik German 600
Laing Gépgyart6 Ltd German 200-300
Negative attitude:
GB Ganz Tizeléstechnikai Ltd Italian 50
Comasec Respirator French 170
Knorr Bremse German 250
General Motors Hungary Us 500
Magyar Suzuki Co Japanese 500
Celba Ltd Austrian 100
Oroshazi Mezogép US 600-700
Indifferent:
Siemens-Terta Ltd Austrian 700
Schmidt und Bender MOM German 200-300
Hungary Optikai Ltd
Magnetek Hungary Us 150-200
Villamosgépgyar Ltd
Kromberg és Schubert Austrian 100
BRG ELSA Ltd Dutch 100

* The share of the foreign ownership in each case is dominant.

Source: Analysis of the Vasas Trade Union Federation, January 1994.

ments, managements have tended to question the raison d’étre of
the trade unions, and have often not acknowledged them as
legitimate social partners. Obviously, such managements take
industrial relations seriously, but they are of the opinion that the
participatory bodies for employees (such as the factory council) can
serve as a substitute for trade unions. The managements of the third
group of mixed companies seem to be indifferent with regard to
labour relations with employees. So far, they have not seen it as
important to develop cooperative relations with employees, and
have not established proper bodies for the protection of the
interests of labour.

Table 12.1 demonstrates clearly the attitude of the managements
of certain joint ventures towards relations with trade unions,
according to the Vasas trade union survey.
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In this chapter we discuss two contrasting examples of how
foreign firms are managing labour relations in Hungary as illus-
trations of the effects of previously established practices and
institutions on transformation processes. In general, the organiz-
ations established by ‘greenfield’ foreign investments can be seen as
distinct from the former state-owned companies which have been
‘re-established’ by being sold off. In the first case social-
organizational relations have to be established from zero. In the
second case, with the organizational changes which go along with
the change of ownership it is necessary to take account of the earlier
interest and power relations used for solving conflicts, as well as the
more permanent social and cultural traditions.

We have chosen the Magyar Suzuki company to illustrate the
operation of a multinational company of the greenfield investment
type, and Aeroplex Ltd to represent the other extreme with a well-
developed union structure and a highly conflict-ridden relationship
between the social partners which led to the only strike in a joint
venture established by multinational firms.

Before examining these two cases we will provide some details
about the progress of other foreign investments in Hungary and
other former socialist countries, as well as some important charac-
teristics of the development of Hungarian labour relations as an
indication of the general context in which they developed.

Foreign Capital Investment

There is a sharp debate among experts over the extent of the
penetration of foreign capital in Hungary. If we consider the
privatization conducted by the AVU (State Property Agency)
company, then we are able to speak about 10 per cent of ownership
being in the hands of foreigners. If we examine the measurement of
incoming capital according to the banking system (which includes
greenfield investments, the raising of capital and privatization),
then we find an approximate figure of US$5.6 billion. Yet according
to some experts the figure for foreign capital arriving in Hungary
over the past few years is much greater than that. This is because the
statistics published by the Hungarian National Bank do not include
the capital equipment contributions, and do not consider secondary
capital transactions — for example, the selling off of shares. It is also
very difficult to assess the number of mixed companies. Officially, at
the end of 1993 there were 19,722 joint ventures in Hungary.
However, in this figure we can find companies that are wholly
foreign owned, alongside those in which the overseas partner has
only a few thousand Hungarian forints (HUF) invested.




























































