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Abstract 

-rhe evaluation of the business ~ector the effects of the singlE:: rn2.rket 
program can bt" based on an5v;erjng t\\"O question:.:: ho\v sector perceive our :\ssociation 
:\greE.'rnent and ho\\' businesses art: prepared for onr joining to European Cnion. 

Author tries La clear the: on behalf ef husinesses and OUt lineS 
some basic tasks of \\"hat to do. 

1\ ('1111'0,(1.0: business sector, European C nion, ~Iarket . 

1. as Introd uction 

Firms business sector in our meaning consist not just on private (pri­
\'atized), but stated ()\\'ned enterprises and joint \'ent ures, too. Hence an~' 
generalized assessment has to take aCCOHnL with precautions. The eyal11 a·, 
tion of business sector assessing the effects of the single market program 
in Hungar~' can be analyzed from tv,,'o points of \'ie\\'. One point is hO\,' 
the business sector our ,\ssociation Agreelllent and the other one 
is hO\,' the)' are preparing themselyes, alias hO\\' the)' are prepared for Olll' 

joining to the European l.'nion. 
These points of vie\,' are relevant from differpnt institution';:: eyalu­

ations, based on questionnaires and sometimes supl->lemented by personal 
intervie\ys, 

III order to use these assessment studies, reports - to support hypoth­
esis or generalized statements one faces at least two difficulties. One is the 
concept or questions themselves such as 'readiness for integration' or 'did 
you cross the threshold of integration', These concepts can be seen highly 
su bjective depending on t he personality of interviewed and how he or 
she is \yell trained in public relations. 

Further on although in the last years a lot of studies published (such 
as ChI. Kopint Datorg, )Jinistry of Trade and Finance, Coyernment Inte­
gration Working Bod)', etc.) furthered to evaluate the relationship bet\\'een 
the business and El.' these studies, because of their different l->oints of yiew 
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and time scale - do not help to get the trend for the last, years to evaluate 
the change of business attitude toward a single market programme. Taking 
into account all of these difficulties the author's intention is to try to reveal 
the reasons behind the answers and to shape a guideline for businesses 'to 
help you to help yourself'. 

2. Firms Assessment of our Association Agreement 

Our basic statement opinion - is that many times repeated in this 
article in different context that single market is not just to do with 
exporting. It is about liberalising the whole business environment. 

The root of the 'Gloomy Europicture of businesses' [1] consists of once 
our transition. namely of the symptom of 'firms afloat and firms adrift' [2]. 
This type of business behaviour typical in the transition to market economy 
and supposing not just in Hungary is in contrast with our basic statement. 

The basic root is 8upple771enied in Hungary by the misunderstanding -
on behalf of many fi.rms the essence of our Association Agreement. 

Association A.greement is the result of our succ(:s,:)lul economic diplo-
macy, basically a Free Trade Agreement. furthering the export pos-
sibilities but not opening ne\\' markets for ne\': products. It call 
that this misunderstanding resulted in a bet,,;een the e;;aluatioIl of our 
Association Agreement on ma.cro level in foreign trade st atist ics 
and on micro level .~ reflected in surveys. 

1996. year 1997. year 

Fig. 1. 'The gap' illu,;trated by diagramrne and in figures 

The same survey reveals tha.t barriers to Er export do not play Cl 

substantial role compared with other types of barrier':) hindering the export 
performance of the businesses. 
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Table 1. Assessment of the Association Agreemem by types and industry structure 
(C)(. share of answers) [4] 

Types of >:0 of ques- :\ot ansv.·er SCBSTAI'\- S\lALL DISAD-
films tioned TIAL AD- :'I.DVA:\- VA:\TAGE 

VA:\TAGE TAGE 
Private nrms 10:3 10 16 4 
joint ventures 
with majorit\· 59 20 ~19 56 5 

foreign capitzJ 
with mmorllY 2L+ 21 1-

~ 1 .54 8 
foreign capital 
rnajorit~· Sf ate 50 )cl +18 5·! 14 
ov:neel 

:\ot pri;;atizcd 37 16 ,) 65 11 

Industry struc-

ture 

\lachine 61 25 16 ')-1 S 
Building rTIatc- 12 17 0 7·5 8 
ria! 
Chemic2J 17 _I 24 2·i 35 18 
Textile 21 19 1-1 60 -;-

Food C) 22 22 22 33 
Construction 2 0 0 0 100 
Trade 10 30 10 50 10 
Remarks: -;- joint \'enturcs not just export link 

+ state owned large scale 

Comparing the diagram and the survey figures a question 15 immedi­
ately emerging: if majority of firms do not feel substantial advantage from 
the Association Agreement \yhy the impressive foreign trade results? Fur­
ther on the firm's complaint about the lack of market information as one 
of the main barriers of EC export is in sharp contrast with the institutions. 
opinion that are the main su pplier of information? [6] 

3. Adjustment to the Requirements of the Single Market 
Program 

The evaluation of the Hungarian business sector's adjustment to the require­
ment of the single market can be analyzed from different points of yiew. The 
usual method of assessing whether this sector is 'prepared for integration' 
is asking the firms: is there anybody at firm level who is responsible for 
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Financing 

Lack of market info 

High cost of production 

Lack of competitive products 

Administrati ve barriers of EU 

Lack of capacity 

Administrative barriers of 
Hungarian authority 

E. Ro.\/v.4RI 

Fig. 2. Barriers of export to EL o/c share of ansmc;rs 

21 

21 

19 

11 

8 

6 

identifying task of European tnion's adjustn;enl and whether the firrn has 
already prepared its plan for action': 

Answers to this question seem rather from 15:\1 q ues-
iionnaires including 400 firms too, 

Is anybod~' responsible for 
identifving tasks of Et 
requir~me-nts': 

Has the finn an action 

No 
70% Yes 

30% 

plan for 

YeS 

16% 
84% 

,-ULllVU.;:'ll an action checklist for businesses is a 111USt. 

eVICl(~n(:e of CUd! ll!to action checklist deri;:es fron1 our basic st atp-

meni. 
Thi" checklist 

in this ne\,' environment and 
the business plan, 

Taking adyantage of a 
raise fundamental about t he future 

But e';ery business has to in mind t hat for somE' iU U' JWi'i.:ljn.' 
u,'iU open up \\'ith new opportunity to sell to nco'x cn:~torners, 

new products and build ne\,' links with other firms. Ot.her..; Illay find t h"ir 
current business threatened by the arrival of ne\,' compel in th" 
practice of customers Of suppliers Of changes in technical regulatioll. 

Further on every firm firms who operate only locally, too 
may be affected by the single market programme ~ for example fules for 
pu blic purch asi ng, the im plications of new prod llct clirecti ves aIld t he role 
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of harmonised standards" 
The first part of the action checklist consists of main issues the 

businesses could face in joining to Et"" In order to help firms \yith the task 
of assessing the effects of the single market on their businesses in many 
El- countries the rcict'{lnt DEpartmEnt of Tradc and Industry has published 
national and regional guidEs to sourCES of practicai adc"icE" 

For example in (;reat Britain the national guide lists only organisations 
\,"i t h national coverage I\" hile regional guides focus on local organisations" 
The main type of (chambers of commerce. de\-eloping agen-
cies. local business innoyation centers) offer different sen"ices: 

the organisation is knO\;,-]edgec,ble about a particular 
or type of Et" legislation employment la\\" 

as it relates to a particular business sector: sccior 
to 1. he bl1Si-

COVered 

programme on manufacturers of food 
the IS of advising 
mClrket progrClmme for an individual firms's operations. 

In Hungar~' it is an often anIlounced opinion t.hclt man~" or-
ganisations offer services. t he information llet,,"ork is not sim pl~" and s~'stem­
a tically organized and the t1"ansm it ted information is not clear and sim pIe 
enough for practicClI usage. 

Other source of information for businesses assessing the effects of single 
market programme are the proJcf:isional o(il'isu'8 be it accountanL bank 
manager or solicitor. uni\"ersities. business schools. polytechnics. 

Among professional advisers especiall~' the banks provide a wide range 
of services TO businesses. For example they can :clentify trading pdrinerS or 
candidates for mergers and acquisitions, offer competitiH' trade and com­
mercial financing. provide money transmissions and cash managt'nwnt ::ier­
"ices. minimise currency and interest rate risks. ete. 

Taking into account the development of the :vlonetary Cnion. one can 
suspect that the banking system's tasks - after our joining to El- are more 
differentiated then that of discussed by bank managers. 

The second part of the action checklist includes the key points to 
consider in defining the business plan" First of all businesses must rcthink of 
ho\y the firm should secure its future. Some key questions businesses should 
ask: 

Ii9 Ho\\" is the market. including home market changing for our business': 
~ Should \\"e become an EC and/or CEFTA business. looking upon these 

regions as our primary market rather than just home market: 
* Ho\\' our scale of the target in our plans \\"ill change the submarket 

orientation"; 
@ In \\-hich way will the business be vulnerable to more competition 1Il 

the present marker: 
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® Should the business for m links, merge or acquire business to strength 
the market presence, broaden the range of products and services and 
spread the financial risk'? 

® Is the management and structure appropriate to exploit ne\\' opportu­
nities of defending the firm position'? 

® \\-hat training in languages and other skills the business needs to be 
ready for the single market'? 

® \\'ho in the given firm is going to be responsible for deciding ImlX to 
make the most of the single market? etc. 

A major rethink trill need a plan for action. Preparing the plan a lot 
of issues need to be checked. The general checklist includes each part of the 
business plan sHch as marketing, sales, distribution, produCtion, production 
development, purchasing, finance, training, languages and recruitment. 

Some thoughts about rethinking marketing and financial plan. The 
basic chapter of the plan is the Marketing plan because a third larger 
than the American market and more than double the Japanese, the wider 
European market offers new opportunities. 

The 'headline' is more customers, more markets but also more compe­
tition. 

Even if the firm is trading locally, its product, qualit.y service and price 
must meet consumer's needs and preferences. 

he~' questions and tasks can be summarized as follows, 

1. \Yltich new customers can t!le firm reach'? 

idenl ify countries where the firm's sales are limited 
identify those tlte business are not selling to 
identify \yhich market becomes more accessible and 
there are growill£; opportunities 10 bid for public 
establish \,'ho the potcntial customcl's are 
consider the of supplying as a su ~contractoI' 

business ha::; IO fi!ld out \':hether tasks and are similar 
to those or the firm's existing buyers 
businesses bave to check whether the,'e is an industrial standard 
for the product set by the national authorities or not officially set 

the main supplier 
firms have to test v:hether t.he quality, design and of 
-; he prod uet are acceptable by the rnarkets 
business has to decide whether to compete on quality or OIl price 

:3. Are the finns organised \\'ithin its business to learn abouI the \\'ider 
market and to promote the firm's products and services effectively? 

® firms ha-I'e to decide \Yho will take the responsibility for European 
marketing 
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(,9 to decide on a regular \yay of collecting and e\'aluating marketing 
information. 

In the frame\\"ork of the business plan effective financial management 
especially cost control is vital in the larger European market. 

Key questions and task concerning the Financial Plan 

1. \\'hat are the dfects of competing in the wider market on the profit 
and loss accou n t".' 

2. 

quantity increase revenues arising from sales expansion 
1{lc'.nl"· changes in operating costs as a result of the single market 

r":>'ne,·,,,r •. distribution. rationalisation of production. cenificCl-

of different sales terms in Er countries 

on t balance 

for capital requiremem arising from expan-
sion of prod uction 
UL""",,-," for additional working czcpital requirements 

3. \\'ill the existing financial management be adequate? 

,;:;va! 1.1 a te t he effect iveness of t he existing resou rces and proced u res 
consider the need for currency management 
consider t he need to upgrade the existing to handle ne,,\' 
demand such as foreign transactions. currency dealings. debt col­
lection and larger voiumens 
check the cost control procedure 

The requirement of rethinking the business plan has of course one 
condition and one implication. 

Taking into account the restructuring of the H nngar-ian Business sector 
doubts can emerge whether the firms have real business plans at all and tho:::e 
v;ho haw it already have started the rethinking process. 

4. Instead of Sumxnarization: the SvVOT Picture 

Strength 

~ changed O\\'nership structure 
€!I experiences from previous cooperation 
~ quirk adjustment in cert ain ind llst ries: (machi nery) 

\\'eakness 

o missing strategy 
o poor business plan 
® poor digesting of information 
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El) just \\'aiting substantial gOYernment support 

Opport unity 

@ further cooperation link 
@ not unden'alue labor contract agreement 
@ focusing on internal market. too 
@ better understing the multinationals \\'ithdra\\'al strategy. too 

Tasks 

El) renew and rethink relevant chapters of business plan 
@ changing attitude of firms behaviour: better personal management 
@ coordinated. simply and easily accessible public and private informa­

tion net\\'ork 

Two last remarks: 
This SWOT type summarization includes points O\'er this analysatioll 

and in some ,,·;ay seems to reflect a static picture: taking giL'en macro con­
ditions into account and umitting the characteristics of changing strategy of 
multinationals affeccing their cooperation link with Hungarian businesses. 
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