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1. The problem: managerialism vs bankers’ predominance

Two of the theories and metatheoretical positionceoring the inner stratification of
the economic elite are in the focus of interest todlag thesis of managerialism and
that of bankers’ hegemony. Both have their histonb&h obviously specifically situ
ate the formulation of the conceptions in the presaytcontroversies.

The prehistory of research into managerial rule goek baleast to the end of the
'20s, although the classic authors also touch on the {$&user 1993). When exam
ining the proprietary forms and ownership compositiormoidern large enterprises,
Berle and Means (Berdgleans 1932, Berle 1974) concluded that with the spread of the
shareholding form in a growing part of modem American largesgmises ownership
became dispersed or assumed a corporate form (as inpeissarance offices). This
implies that the influence of the actual owners besogradually smaller than that of
the managers who lead a company, and who, monopolizengnformation and key
factors of decisionmaking, take over real control of a great many largepeories.
Moreover, the managers can assert their interests) im contradiction to those of the
owner, more effectively — the authors argue (B&tlans, 1832, Lengyel 1989).

This explanation formulated about American large companés elaborated fur
ther by James Burnham, who presented the ascendatiny wfanagers as an interna
tional tendency in the »managerial revolution« (Burnham 18émhgyel 1989). Al
though both its empirical foundation and theoretical iogtlons have been contested
(Mills 1951, Zeitlin 1974), the thesis has become one®ftlst frequently cited state
ments in American social sciences. It had a femijznfluence, among others, on Par
sons and Smelser (Parsébisielser 1956), as well as Galbraith (Galbraith 1970), who
registered in an alternative theory the rise to pafe@rtechnostructure in possession of
special information indispensable for running the entsepr

In Galbraith’s view, strategic decisions do not pass the hands of the managers,
although the separation of owners and managers does tadeeiplindustrialized so
cieties. The point to this process, he argues, igithatge enterprises the key decisions
are riot taken by individuals but by collectives, experhmittees, instead of the owner
or the manager. The network of these expert commitieestitute a technostructure
which may include the managers plus special intelleciarads other experts as well.
Compared to the role of the committees, the individtred, manager has an inferior
role, reduced to the approval of decisions and the detatimmnof the composition of
the committees (Galbraith 1970).

On the other side, Pahl and Winkler analyzing the coitipof the British ece
nomic elite, arrived at the conclusion that the marmagadowed with a firm sense of
autonomous identity strive to acquire control of allmratand their attitude to traditio
nal owners is »like that of the pro player to the ammagentleman« (PatWinkler
1974). Dahrendorf also derives the differentiation oftthditional roles of proprietor
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and manager from the emergence of the shalding form of association and the sepa
ration of ownership and management. The predominantleeoproprietary form of
shareholding also implies the structural differences of theieg positions. Not only
the recruitment, career patterns. and value orderalsitthe source of the legitimacy
of the managers’ rule differ from those of the own#¥vkile the authority of the capita
list derives from property, the manager can only pdytialy on delegated property as
the basis of legitimation. As compared to propédged legitimation. the nature of
managerial domination is closer to that of the pdlltiastitutions. The other source of
the managers’ legitimation is the consensus, or st & lack of dissensus, of those
the manager controls (Dahrendorf 1959).

Relying on these precedents, Ivan Szelényi (Szelényi 18@3)cated his view
saying that a postocialist society is actually the society of managexin. In the soei
ety of »managerial capitalism« there are no identifipb&gprietary groups who are-ca
pable of influencing the decisions, and the managersgvessession of the technical
cultural capital indispensable for controlling the keydesof production. Consequently,
social struggle does not concentrate on the acquisitiproperty, but on acquiring the
control of the distribution of property.

This social formation can be distinguished from bo#tessocialism and private-ca
pitalism. In it, neither the redistributors, nor thevateé owners, but the managers dispose
over the authority to take key decisions. »Standing orerti@an one legs«, the mana
gers, though trying to own a share of their company apeéagally of its prosperous
subcontracting firms, are reluctant to resign fromatieantageous control position-de
rived from a diffuse property structure. The high degree oéuainty in the economic
environment makes the economic actors counteringgtast getting property as the
predominant goal.

Hence, though specially typical of a transitional ecopothe managerial society is
not a transitory but possibly a lasting phenomenonzelédyi’s view. In this formation,
managers are in possession of the most advantagenbsations of economic, cultural
and social capital — ahead of the politocracy, who neambre powerfully equipped with
cultural and social capital but have far smaller econgmiential; ahead of the intel
lectuals, and way ahead of the internally differentialass of smakcale entrepreneurs.

In our days, however, when thinkers are searchingltermatives to managers pre
dominance in the economic elite, they do not name@diigcians, intellectuals or small
entrepreneurs, but the bankers. In the first half efrtimeties they became, besides tile
target of populist criticism, the touchstone of »stcegnsitive« ideologies in a broad sense.

The preliminaries of theories focussing on bankers @& ba least to Hilferding,
whose work follows in the wake of the Marxian politieglonomics at the beginning of
this century. He pinpointed the crucially important preesf the age in centralization
and concentration leading to cartellization and theradancy of the financial capital
over productive capital, of bank capital over industrigliteh The strengthened finan
cial capital was heavily supported by a new middle classployees in commerce and
industry. In Hilferding’s view, the opposite to financepital is the interest of small
and mediurrscale factories, but owing to concentration, a gredtqgfshese had become
subcontractors to large enterprises and hence develogatesesst in the expansion of
financial capital (Hilferding 1959).

The revival of Hilferding’s thesis was registered byesal studies in the '70s and
'80s, claiming that large enterprises were increasingdgipg into the hands of bankers
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and institutional investors. This might reinforce,the one hand, the behavioral forms
based on shotterm profit interests and collusion, and on the otin@ght increase
receptivity to the need of state intervention, patailiéh decreasing social sensitivity
(Useem 1979, Barton 1985).

In the America of the '60s, the New York banks — and smaller extent the insur
ance companies — gained a predominant role in the disddiodrds of large enterprises.
However, the centralization of the severally inkéned networks of the leaders of fi
nancial institutions was an outcome of the decisile ebbanks in loaning and capital
flow, rather than of a direct bank management and ob(ittintz-Schwartz 1981). In
his empirical study analysing the network of relatioesveen British industrial enter
prises and banks in the same period, Richard Whitleylwded that in England the
network of overlapping boards is also predominated by lsaafdmancial institutions,
and hence these institlitions have the greatest wanghoordinating the policy of in
dustrial enterprises (Whitley 1989).

In more recent economic sociological literature, h@xgethere is another empirical
analysis which points out that the presence of barikettse boards of manufacturing
companies might also be the outcome of a coopting gyratesigned to alleviate the
uncertainty of the environment. Fligstein and Bran#deyue that an enterprise strategy
and performance can best be interpreted in terms afpibaficities of the organization
and the organizational environment, and not in terhieegroup features of property
and control (FligsteikBrantley 1992).

Analyzing the inner restructuring of the French ecomoetite after World War I,
Bourdieu (1989) made a point of emphasizing that it is netdet owners and manag
ers, nor bankers and enterprise leaders that the madindj line must be searched for.
In his view, the essence of the historical chang@she discovered in the modification
of the recruiting channels and the transformed operatiogic of the company field.
As against the universities of science mainly providimgmpetent« analytic, engi
neeringtype expertise and research skills, the runways foreaimi® the elite are the
institutions of tertiary education which improve bussiesmd negotiating skills and
combine an ability to establish contacts and publidoperance with financial know
ledge. Admission into these institutions depends on thigyalf self-management and
a cultural heritage brought from home, and not on prevdohsol performance. Also,
the efficiency, of enterprise performance is incneglyi evaluated in terms of financial
indicators; the improvement of applied technologies besoam alternative to the pro
duction of profit, but normally subordinated to marketinguilieu argues, however,
that the outcome of all this is not the dominatiorbahkers over the company mana
gement, but the strengthening of the finarei@nomic leaders within the enterprise
and the overrepresentation of general directors withcdireer course (Bourdieu 1989).

The peculiar role of the financial capital and its peifstation, the banker, is also
touched on by exponents of the manager thesis as vediteDdorf, for example, expli
citly quotes Hilferding when declaring that the formenhyjfied role of the capitalist did
not actually break up into the dichotomy of owner and agen, for a third actor — the
financial capitalist or banker disposing over the mayeiands and having an increa
singly independent function of investment — also appears.

Ivdn Szelényi also registers it as specific that stgacialist societies the hegemonic
positions are those of the »financial managers«, fhdtankers, managers of investment
funds, advisers of international and national financrglnizations. They have moeno
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poly over a special cultural capital and represent asadhee time most purely the »mo
netarist ideology«. This section is, however, subsumegizblényi under the »manager
problem«.

In current discussions, the banker thesis was formulatderzsébet Szalai (Szalai
1994, 1995). Her researches based on interviews and pregsearadve revealed that
from the struggle waged by the economic political elitgugr(»new technocracy«) of
the late '80s and the »new clientele« of the '90s — notigibby for the occupation of
the control positions of the banking sphere — the forcaare out victorious. This tech
nocratic stratum has predominance over the bureauardtsha »yuppies« within the
banking elite, and as such, are the central node @fittie economic elite. In the »mo
netarist values« and agreements concluded in back rocensatfition of the duality of
state intervention and informal bargains live one.

The main reasons for the survival of these behalvforms — as Eva Varhegyi has
pointed out (Varhegyi 1995) — can be retraced to the circaceseaof the emergence of
the twotier banking system established in 1987; to the factttietransformation of
the legalpolitical framework did not keep abreast of the institugiiochanges. Monre
tary policy was governed by fiscal considerations, dredenterprises responded to the
increasingly strict loan terms by the postponememiagment. The banks rolled on and
even considerably increased the inherited heavy stbckedit, the solution of which
problem needed a political decision. It is justified teumse that these decisions were
taken as the combined outcome of professional consiolesatcorporate interests and
informal bargaining mechanisms. Indications to thid #rcluded the segmentation of
the banking system and the fact that as late as in 1®83hirds of the bank market
were predominated by the five large banks whose cliei@tl been inherited from the
former onetier banking system (Varhegyi 1995, p.24). At that time, thst significant
segment of the banking boards, some two fifths, came the clerks of the given banks.
More than one third of the rest of the managerialgpaste occupied by leaders of other
banks and representatives of ministries, on adratthalf basis (Gombas 1996). The
high rates of institutional setepresentation and mutual cooptation in the directorial
boards, however, must not disguise the fact that assate 1994 over fourfifths of the
fifteen largest banks also included in our sample s@te owned (Varhegyi 1995, p.71).

The relevant approaches and disputes having been revigegeid/lowing problem
has been formulated: can a privileged or predominant groutisbeguished in the
elite of the transitional economy of the first haffthe '90s, and if yes, which is this
group: that of tile managers or that of the bankersattempt is made below to answer
these questions, on the basis of the findings of twairgral researches into the elite.

2. Samples, methods

The first investigation took place in 1990, prior to thecgbns. The sample of 371 was
compiled of three segments, including the top leaders(degartment heads and above)
of economic ministries, the presidents, general direend their deputies of banks, and
the general directors and their executives of a 16%leahmanufacturing companiés

The 1993 sample was constructed of five segments, represehé top leaders of
large state and private enterprises, major banks, e¢ormomistries and government
offices, and the economic committees of the Parligme

1 The survey was conducted under the guidance of Tamas Rozgonyy@my Gengyel, from
OTKA support.
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As regards the enterprises, sampling was carried outdarsteps. First, the regions
to be examined were selected and the set of comparnies thiem. The sample included
the senior leaders of the manufacturing companies of Batlapel the surrounding
counties (Pest, Fejér, Komardasztergom and Nograd) as well as Borddih(p Zem:
plén and SzaboleSzatméasBereg. In regard to statevned enterprises, the sample was
representative for manufacturing companies with a etedfif 300 (41%), by county and
branch. As for private firms, the sample included 4.1%nahufacturing firms with
more than 50 employees, also by county and branch thnsegments, general directors
and their numberone deputies (deputy general directors aigaes) were surveyed.

The banking segment of the sample included the top brdasgef banks with over
50 employees (president, general director, directors). iAldaded are the senior offi
cials of the Ministries of Industry and Finance (mdiwvision heads, deputy undersec
retaries, undersecretaries, ministers), as well aditbetors of the State Property Agency
(SPA). The rest of the segment contained the membdrsfficials of the Economic and
Budgetary Committees of the Parliament.

The rate of response in the parliamentary and bankgrgese was 75%, the refusal
to reply did not imply any systematic distortion. In thénisterial segment, replies
amounted to 65%; nereplying was concentrated on one of the ministries of riénech.
The interviewees were visited in their offices batw&eptember and December 1993.

When studying the inner stratification and interrelagiof the groups, or segments
of the economic elite, one had to differentiate tididators of privileged position from
those of predominant position. Though not independent &aaoh other, the two as
pects are not identical. Privileged position can maielydescribed in terms of income,
wealth. way of life, social isolation and appreciatidime indicators of predominance
include decisiormaking competence, influence and the accumulation of positi
Compared to other groups of the society, the privilegedpaedominant positions of
the elite are closely interrelated, a dominant pasititso entails privilege. Within the
elite, however, the two positions are not necegsadgincidental. Higher rungs in the
decisionmaking hierarchy entail greater competence in decisiaking but do not al
ways imply larger material compensation.

Given the survey method, we had indicators for the ohétetion of the privileged
position in the first place, but via some indirect idiars, we could come closer tc as
sessing the ability to take or influence decisions.

3. Privileged position: the social composition of banke and managers

Privileged position can chiefly be assessed via theposition of the economic elite by
recruitment indicators such as gender, level of educatige,(Table 1) and social ori
gin (Table 2).

The rate of women in the economic elite was vewylboth in state socialism, and in
the economy of the transition: neither in 1990 nor in 18i@3it significantly exceed
15%. Significant differences can be registered, howdwemyeen the top leaders of
banks and those of enterprises as regards the distrilmftgenders: in banks, women
were far better represented than in the enterpriseady at the beginning of the great

2 The survey was made possible by the support of OTKA and CEU &8Bheaded by
Gyorgy Lengyel. Contributions to the conception were made byll@sz, Dobrinka ko
stova, Mladen Lazic and Erzsébet Szalai.
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turnover, and this gap further widened over the '90s. Is pleriod, every fourth bank
leader is female, while their rate is hardly above Hifong company managers.

This is closely, related to the differentiation of thexes by education. In the Years
of the transitional economy, the education of 95% ef ¢bonomic elite was tertiary,
with demonstrable differences in the type of educatemor{omist, engineer and law
yer), in the level of education at the tertiary lefegliversity vs college) and in the natu
re of training (day, evening or correspondence cour3és).type of education conrsi
derably differs by gender: women can only sporadidzlyjound among engineers while
among economists their share is over 25%. This pedyliairthe pattern of education
leads to an increasing rate of female economists grbank leaders.

Another point of importance regarding the type of educasdhat in the years of
the transitional economy, economists gain ground imyesegment of the economic
elite to the detriment of engineers. At the helm aifilts, a degree in economics in in
dispensable. Proof of this is that the bank leadeggnaily trained in engineering all
had to obtain a diploma in economics with one excepfitye. rate of economic gradu
ates also increased among managers; economists outnengbeeers on top of private
firms. Engineers only retained their predominance ah#t@ of stat@wned companies.
This modification in the pattern of education is inrhany with how those concerned
conceive of the educational background of a 'successfupaoynleader’; in the fourth
year of the possocialist period, the respondents deemed training in eccrmoiEinitely
more important than the knowledge of engineering whichtheir opinion, was also
preceded by legal expertise. This is probably attributabdegreat extent to the coneep
tualization of company operation in financial termsg$tkin 1995) becoming prevalent in
pog-socialist Hungary as well.

As regards the nature of education, the economic sligm iincreasingly closed for
mation, while at the beginning of the fundamental chamgee than half of the elite had
obtained their diplomas in evening or correspondence esuis 1993 already nearly
three quarters of the respondents were day graduates. iSheresignificant difference
between managers and bankers in this respect. Thouglgdrankers, day course gra
duates were already, overrepresented, managers caméodbeen by 1993, the rate of
evening or correspondence course graduates dropping below 3@%¢g #mem, too.

The rejuvenation of the economic elite took placehim $econd half of the eighties.
While in 1984 more than half of the top dogs were abdtye iin 1990 the corresponding
figure was below twifth. A particularly conspicuous rejuvenation can bensesmong
bankers where leaders above fifty were reduced from 29%a Managers also rapidly
became younger but the share of those above fiftytilla4586 in 1990. The great change
of 1989 did no longer alter significantly the age compositibthe economic elite. In
1990 the average age was 47.6 years, dropping to 46.3 yearsdndtioé 1993 as an
outcome of elite circulation. Similarly to the compimsi by gender, the average age
remained different for managers and bankers; the rifyatavel of the F test of the
variance analysis was 0.0002 for the 1990 sample and 0.0001 &antipde of 1993.

In the recruitment of bankers and managers, howewemtjor difference — besides
type of education 4s carried by origin, by the social capital conceigéth terms of family
background, instead of gender and age. Although the decretiseiimergenerational
mobility, that is, the closing of the economic ebtesocial origin, is a general tendency,
the extent of inaccessibility from the outside sigaifity varies from bankers to
managers (Table 2).

In 1990, leaders coming from a managerial or professiarallf amounted to
6.4% by tile father’s occupation and 6.4% by the motharthe whole economic elite.
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In the subgroup of managers, however, the fathers délynarquarter of them and the
mothers of merely 2% were managers or intellectualslevat the beginning of the
postsocialist period, the fathers of bankers with this tgpeducation came up to 45%
and the mothers of some ofifth held leading or intellectual jobs.

In the years of the economy of transition, a comaldle drop can be discerned in the
share of lower social status families. In 1993, neaalfthhe economic elite came from
intellectual families on the father’s side and aboguarter on the mother’s side. The
inherited social capital of bank managers, howevateimitely higher than that of the
managers; the share of the children of professionaiaager fathers rose to 60%, the
corresponding share of mothers to 37.1%, while on thkeristside, still over twithirds
of managers came from worker (bloalar) families, and on the father’s side, a »mere«
45% had managerial or intellectual backgrounds. The shatteeathildren of white
collar workers, especially on the mother’s side andranankers, significantly decreased
as compared to the beginning of the great change, andtthef the children of entre
preneurs remained stagnant at a low level.

As regards the criteria of recruitment, it can be eodéd that the entire economic
elite is characterized by a degree of closing up, espetiahtergenerational mobility,
while for bankers, an exclusive recruitment patternnierging. Economic university
day course graduates with a high amount of social cap&alcoming from families of
leaders or intellectuals clearly predominate the bankaggnent, and the same criteria
of recruitment are gaining preference at the head efprnses. However, the segment
of company managers is far more heterogeneous in t#rangyin and education a cen
siderable part of large company leaders are still franking families or are themselves
engineers. As regards gender composition, the segmerminkéts is relatively open;
owing especially to the specificities of training, thterof women is growing among bank
managers. In the years of the transitional econdragefore increased privilegization
among bankers in terms of education and origin goehtagetth a decreased inequality
of chances in regard to gender.

4. The extent of privilegization by financial status, lifestyle and relations

Not only the indices of recruitment can, of courgetaken as the indicators of privileged
position. The indexes of wealth and income expressingdiaastanding (Table 3), as
well as the consuming habits as a representative dfetstyle of the elite, together with
the strong ties of private relations considerably ibate to the development of privile
ged dispositions.

At the end of 1993, the income analysis based omegmifting calculated an average
net 113 000 HUF per month in the economic éi®omparing the elite groups, one
finds that there are quite significant deviations betwie groups (the reliability level
of F statistics is 0.0000! according to the variance aiglythe average monthly 191
000 HUF income of bankers stands against the 99 000 HUF avaraghkly income of
company managers. It is not the managers’ incomeghainspicuously low — the mi
nisterial elite reported of an average 85 000 HUF a mohéhparliamentary economic
elite also take home 99 000 HUF a month, on the averhgeyankers’ income is sa
liently high: nearly 90% income rise would result the santome level in the rest of

3 It is worthy of note that by the summer of 1996, the valudefHungarian forint as against
the German Mark dropped to half of its late 1993 value.
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the segments. Even if the distorting effect of the danable, and possibly not accidental,
systematically higher »incomeiling component« among the elite groups of managers
and economic policymakers is taken into account, this waambiguously reveals the
privileged income situation of bankers.

Indicators of wealth also confirm our hypothesis @& privileged position of bank
ers. The family fortune estimated for the entire eooic elite around 7.5 million HUF
includes the values of house(s) or flat(s), holidayagetfs), car(s) and art object(s).
This index significantly differs by elite segment, aligh the degree of polarization is
somewhat smaller than in income (the reliabilityeleof the F test projected to the
scatter of the construed wealth variable among theeseigns 0.0118). The average fa
mily fortune of bankers is 10 million HUF, whereas thanagers of large enterprises
live in families with an average wealth of hardly ed®® million. Similarly to the sen
ior ministry officials, the managers of private comigghown a wealth around 7.72
million HUF, the families of the parliamentary ecamo elite have an average torture
of some 7 million HUF. The study of wealth, just likeathof income, brings out the
bankers as the privileged stratum of the elite while ghsition of the managers is
around the average within the elite, though the privateleaders are somewhat better
off than the leaders of the stadened enterprises.

Now, the question arises how the bankers’ privileged matgosition can be cen
firmed in the dimensions of life style. In every stgj the examples to be followed in
life style are always set by the upper middle clAggmes Utasi’'s researches (Utasi 1995)
have revealed that the life styles of the elite axeigned by the preferred value structures
in the first place; these include international sgcatd relations, universal erudition
and the home. Our investigations have also produced siragalts: our latent variable
measuring the adoption of the »elite« life style was aldended to those enrolling
their children in schools abroad, paying domestic($héhousehold, and collecting art
objects. This showed that 42.9% of the economic eéteeladopted the lifestyle of the
»status elite«, which is quite a high proportfon.

Within the economic elite, however, there is againsiderable polarization (Table
4); being in one or the other segment significantuerices the adherence to the life
style of the status elite (value of lambda index: 0.0822)orignthe ministry leaders,
where the economic and cultwsdientific strata often overlap, 58.7% follow the elite
life style, while among managers this rate hardly edeemethird. Bankers are again
among the privileged; 53.2% of them live according to thesemed elite life style.

Another aspect of privilegization could be the immediatationships, indicated by
the occupation of the wife and the closest friend.dth lzases the rate of managers and
intellectuals is predominant, although the economic elgmbers more often chose their
best friends from among insiders (84.1%) than their spdi6&e8%). Neither bankers
nore managers are privileged in this regard; they are wpen to lowestatus social
groups in regard to both their spouses and best friends,tligaministry and parlia
mentary economic elites, although the deviationsisdase are not significant.

Thus, in terms of material conditions, that is, incand wealth, bankers are clearly
the »elite of the elite«. Also in terms of life stylankers are privileged, although the

4 The mentioned Utasi investigation (Utasi 1995) found that 43.9%eaf¢onomic elite lived
»according to« the status elite; this rate is somewhateebed! by the culturaicientific elite
(44.8%), while the corresponding figures for political (23.0%) landl administrative elites
(24.3%) are substantially lower.
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top stratum of the ministries, and the cultural and sdierlites have similar corres
ponding figures. The managers, on the other hand, represenvetige of the economic
elite both in wealth and income, and life style. Huedy of strong personal relation
ships reveals that against the closedness of theeadinomic elite, both the bankers
and the company managers are to some extent open tdaaetstatus social groups,
compared to the economic policy makers.

5. Career patterns, multipositionality, advisory posts andrganizational
membership

The overwhelming majority of the economic elite pursueontinuous career pattern
from the late phase of the planned economy to thegefitransitional economy (Ta
bles 56). Thus the turnover of 1989 did not elevate the expertsefityrnmn junior or
subordinate positions into the elite; those who wera dasing course arrived in the elite
by then with tested managerial experience. This apptigstb company managers and
bankers viewed either in terms of objective crit@ran the basis of subjective opinions.

Since the 1990 survey allows for an objective approatcheg@hange in the hierar
chy, and the 1993 survey enabled ranking byregérting, it can be seen that sedf
porting gives about 20% more managers with continuous saréeno effects are un
derlying, this phenomenon: one is that the actualafdeaders with continuous careers
indeed grew over the three years, and the other'sathiégher rate of managers assess
their careers as continuous even if there had beeorrteaps. At the same time, the
latter assumption is contradicted by the fact that viéde than onéourth of the bankers
felt they had ebbs and tides in their careers, theegponding figure among managers
is over onethird (Table 7).

To see clearly, one should examine the career assgssingew managers. If the
rate of continuous careers among them is consider@blyeahe average, the time fac
tor has the main influence, if it isn't, the influenof the segment has a greater say in
the deviation between objective and subjective cazegluations. In the bankers’ sub
sample, no difference can be detected in the carekra¢iem of those who made it into
the elite before 1990 and those who made it after 1990, ttdleate of managers who
tend to see their careers as continuous is higher amemgiv elite members than among
the formerly appointed ones. This suggests the inferéradeapart from the managers’
assessment of their position deviating from realit@song the leaders appointed in the
'90s those with a continuous career pattern are ovesespiesl.

A comparison of the career phases of bankers and manayeals (Table 8) that
managers rose to a leading position sooner after takstgemployment than bankers.
However, they had to wait one and a half times asrasdankers to rise from this post
into the elite. At the same time, over their entiegeers bankers underwent far more
changes of posts, also as elite members, which imlegghey spent a far shorter time
in each post. After the lengthier initial waiting petidheir careers soared faster and
more spectacularly than those of the managers. Thisagelated to the greater degree
of hierarchization in banks as institutions. In ttégard, the institutional conditions of
bank and ministry careers are similar.

In terms of the whole length of career phases, tlsen® significant difference be
tween the bankers’ and managers’ carrer types; thgydiifér in the number of career
steps. This, in turn, must be related to the emergeintteedwatier banking system,
which entailed a radical rise in the number of elitsifpans and leading posts in ban
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king in the latter half of the '80s. The question is whadterlies the striking contrast
between the managers’ and the bankers’ career phasksr$raising rapidly after a long
period of waiting, whereas among managers the rapidaiaddading post is followed
by a long managerial period lasting some one and a hedfids. Apart from the men

tioned factors — the expansion of the banking sectorlandhher hierarchization of the
institution, another two causes can be localized.

One is a cohort effect (Table 9). The rapid expansidghebanking system implied
the lower average age of newly appointed leaders tharotlihe managers. Breaking
down the career phases of the two segments by agesgae finds that they especially
deviate between two generations of bankers. Thereyidittiel difference between young
bankers and managers in the-fgadership accumulating period which can be attributed
to the different hierarchization of the institutio$e striking difference is in the older
generations, since older bankers had to wait for §lyx@motion about one and a half
times longer than company managers. The longer averaigjagveriod of bankers as
compared to managers can mainly be traced to the age@rolaer bankers.

In the second career phase lasting from the firstegiti the first elite position, the
effect of the segment is more marked: both the elgertythe young bankers rose into
the elite faster than the managers. The explanatiorgMeojwcomes again from the pro
portion of age groups rather than from intersegmentabtiens. Young bankers and
manners had to wait a third, and a half, resp. ofithe, ttheir elder counterparts had to
wait out until they got into the elite. Again, the rafebankers below 45 is far larger in
their segment, hence the intersegmental differenasi®considerable.

The other effect contributing to substantially differicareer patterns by segment can
be defined via the differentiation of the intemd intrasegmental career types (Table
10). The rate of careers within the given institutisnpredominant among company
managers. By contrast, the typical feature of the brahkareer pattern is an openness
towards the entire banking sector and even towards egormplicymaking. Prome
tion within one and the same firm is far slower, flwésses at the same time the impor
tance of a type of knowledge that is obtainable and agipédocally and can only be
converted with restrictions.

A corollary factor of career patterns, multipositiahalis far more characteristic of
bankers than managers (Table 11). While half the bariers membership in two or
more directorial or supervisory boards, this figure isdlyaonefifth for managers.
Nonetheless, the accumulation of positions by bankessli far below the extent typi
cal of contemporary western elites (Whitley 1989) anthefinterwar economic elite in
Hungary (Lengyel 1993). As has been estimated, the Hungec@romic elite in the
interwar period heaped up about three times as many pes#atoday.

Taking into account all the managerial, directorial ampksvisory, as well as advi
sory positions, one realizes that over half the bem&encentrate three or more positions,
and only every fifth has one position, while the raftéhe latter among managers is over
two-fifths. Some fouififths of bankers are members of the directorial Hoair some
company or supervisory agency, this rate being nealyahsng managers. There is a
hardly negligible rate of bankers who exert influence uperrunning of some firm within
the sphere of interest of the bank. However, thdahlai information is not sufficient to
decide whether it is the mechanisms of coopting orrobmithat primarily shape the
interpenetration of bank and enterprise leadershipsrdlagvely low rate of multipo
sitionality suggests that in the period of economic triansitooptation aimed at alleviating
the environmental uncertainly, plays a considerable o the relationship between
banks and enterprises as compared to the pmeentrating control mechanisms.
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The career pattern of the economic elite also ire®membership in various profes
sional and political organizations, besides place okveord multipositionality, (Table
12). Managers reported of a far larger interest in priciegsassociations than bankers.
By contrast, over 10% of the latter are governmentsadsj compared to one or two go
vernment advisers among managers

The indicator of the influence of political organizatimembership upon a career is
membership in the only party in the state socialistode(Tables 1314). The over
whelming majority — foufifths — of the elite of the planned economy in itstiphase
were members of the HSWP; the survey of 1990 showeditasiate. Thredourths of
the managers and less than 4tvvds of bankers were party members. Although the rate
of former HSWP members dropped to 60% in the economel®li1993, former party
membership still remained one of the major attributethe elite, besides education,
proving to be more stable among managers than thegeveFae examination by age
group reveals that the cohort effect is especiallyifsignt among managers. As against
four-fifths of older company managers, only half of the youmganagers were formerly,
party members.

To sum up, the career patterns of bankers and managetangiathy differ lit terms
of both workplace career and external components suaheasbership in various di
rectorial and supervisory boards indicating multipositiltmamembership in profes
sional organizations and party affiliation to the etabcialist system. The managers
landed in their first managerial positions sooner,@spared chiefly to elder bankers,
while bankers made it into the elite faster. The fermepend for their careeelated
contacts mainly on membership in professional orgdioize and former party mem
bership, whereas the latter draw on their involvenientarious directorial and super
visory committees and influential counselling activity.

6. Bankers and managers in the decisiemaking processes

The theorists of both managerialism and bankers’ heggmegard the ability to influ
ence decisions, the extent of decisioaking autonomy and the style of decisioa
king as cardinal questions. In this chapter, the probtetased to decision making are
examined against the style of leadership and decision giatkian against against the
set of strategic decisiemakers, individuals and panels alike. Finally, these indisat
of decisionmaking competence are compared with indicators of theessitiness, ef
ficiency of the given enterprise or bank.

For the examination of decisionaking and managing styles, the approach- hall
marked by the name of Likert and adopted by the scienoeanohgement is taken as
our starting point (Likert 1961, Koor2'DonnelFWeihrich 1984). This theory says that
on the basis of the extent of trust in the subordinaiesrate of ulown and dowsup
communication, the participation of the employees insilaemaking, and the rewards
and penalties applied one can differentiate exploitatiudoritative, benevolerguthe
ritative, consultative and participative managing styl&isce our data have shown a
negligible minority of both the hafdanded and benevolent authoritative leaders in the
Hungarian economic elite, they are handled combined uhéeheading of authorita
tive decisionmaking style (Table 15). It has to be noted that the Huagaconomic
elite sharply differs from the Bulgarian and Yugoslaviaesin this regard, since half
and twethirds of the latter, resp., sekported to have adopted this managing style
(LengyetlKostova 1996).
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The Hungarian economic elite assesses itself as atkeawed by the participative
style of management; more than half of the econdeaders rely on the active partici
pation of their subordinates in the decisimoaking processes, many times taking deci
sions upon their recommendations. About-tmed of the leaders evaluated themselves
as pursuing, the consultative managing style, which adseces the subordinates to-ac
tively declare their opinions but take these into adersition to a far lesser degree, and
only 12.9% defined themselves as authoritative, thakegricting their style of man
agement to the announcement of their decisions teuberdinates.

Considerable deviations could be detected among thegetitgs of bank directors,
large enterprise managers and economic policy makerse{tbleof significance of Par
son’s coefficient is 0.002). While all three types oquactically to the same degree as
the average, the authoritative leaders amounting to @bquarter of the subgroups of
bankers and parliamentary economic specialists areeopeesented, and again, nearly
half the parliamentary elite think theirs is a coreiNe style of management.

The divergent degree of hierarchization in the insthgimay well account for the
differences in the type of decisionaking characterizing bankers and managers, but it
does not seem to be a relevant argument to explain fleeedces in the two elite
groups of economic poliesnakers. A plausible explanation may be found in the specifi
cities of the career pattern of each segment. Thisaite that in the ministry segment,
most economic policy makers rise into the econonite @ls the »crowning« of a bu
reaucratic career, while the economic committegh@parliament include members of
political or mixed careers with various detours. Simpasitions occupied at a certain
date do not conceal the differences rooting in anergshase of the lifpath; the mird
stry elite preserving their bureaucratic disposition témdold consultations before
making decisions, whereas MPs decising on economic raattéull awareness of their
personal political responsibility seem to prefer individdecisionmaking as natural.
The difference in the career patterns of gradually gisimanagers as a whole — often
pursuing their entire careers within the same enterprisad bankers moving across
the whole of the banking sector via numerous changpesifions, and corollarily, the
resulting differences in attitudes, also confirm the exglary force of the career pat
tern as conducive to the type of decisioaking.

The study of the actors involved in strategic decismaking in banks and enter
prises emphasizes the importance of collective deeisiaking. In the opinion of the
respondents, in over tabirds of banks the directorial boards, and — possiblypgwo
state ownership being decisive in the banking sectortaréink consolidation — the
government and various agencies representing the governakenthe strategic deci
sions. Only less than a third of the bankers thougdit tie key to the strategic deci
sions was in the hand of the general director or uarimnk managers individually.

Managers of large enterprises were found as feeling sbatdreer in the decisien
making process: the decisiamfluencing potentials of boards representing the preprie
tors and of single managers were in their opinion atieisame. However, there is a
considerable difference between younger and older leadbrth the style of decisien
making and the ability to influence decisions. In thanger generations of company
managers, the authoritative type is disappearing (accotdlithg loglinear analysis, the
value of the corrected residue-%8), while among bankers below 45 — true, with-con
siderable persistence of the authoritative style —sttege of leaders depending on the
active participation of employees in decisimaking (the value of the corrected residue
is +35) is also on the rise. The cohort effect actsidegly in the assessment of the ability
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to influence the strategic decisions (Table 16); youngekérs and older managers feel
they have greater individual influence. This is againattable to the different career
patterns of the two segments and the correspondinglyatiffelispositions. On the one
hand, young bankers are overrepresented in recently fouratda bot involved in the
bank consolidation hence less dependent on the governnikatagencies representing it.
And on the other hand there was no real change of ggores on top of the large ma
nufacturing companies. Nor can one verify a cohort caitipa significantly deviating
from the average among the managers involved in therdetmsolidation. Therefore,
the role of experience and authority significantly datirg with age is enhanced,
which endows the elder leaders with greater influence apategic decisions.

The dominant position of one or the other elite group niépebesides the leaders’
style of decisiommaking and management and their competence in influencatggic
decisions, on the efficiency of the enterprises amk®&ainder their control. The indi
cators of this efficiency are changes in the numlbeantployees, profitability and as
sessment of future perspectives. The staff of 59.7% obrip@nizations in the sample
decreased in the previous year, but nearlyttvisals were profitable, with over half of
them having leaders envisaging promising future prospectseWn, there is signHi
cant difference between the indices of banks and erdespin some terthirds of the
former, the number of employees was stagnant, andyn&a¥ of them produced profit,
while in threequarters of the banks there was optimism towards a sfachgure. As
for the enterprises, though 63.5% of them registered gaire than twethirds laid off
employees and the majority only hoped for survival astmo

It is to be examined to what extent the banks’ sigmfigabetter position in terms
of profitability (the values of the Cramer index are 0.28id 0.254 projected to the
staff size and evaluation of perspectives by segmesitses to the differences between
bankers and managers of large enterprises in degisiiing style and influencing po
tential. In our analysis no direct correlation coudddemonstrated; however, the loglinear
analysis taking into account the cohort effects proveldastantial information. As for
the style of decisiomaking, the cohort effect is more important than ttexts of the
segments and of the indices of efficiency: elder leadesecially in organizations-re
duced to layoffs, tend to take decisions authoritatively (the value corrected residue is
+2.2). At the same time, the competence to influencsidasidoes not show considerable
correlation with the indices of efficiency. Conseqlerit must be the differences in the
career patterns — besides the institutional and enveotah conditions — that best
explain the contribution of a person to the strategicso®ts.

7. Attitudes of bankers and managers towards privatization

Undoubtedly, one of the crucial moments of the traositi economy is the transforma
tion of the ownership structure (Kornai 1996). What teghes are applied and at what
pace in the privatization of statevned enterprises, who distribute — under whose con
trol the property, who will be the new owners — thgsestions do not solely depend on
economic political decisions. The economic elitepamticular its segments in predemi
nant position, largely influences both decisimmaking and the realization of decisions,
especially its pace, by lobbying and through various mérchannels of interest asser
tion. Consequently, the attitudes of managers and band®s,and ministry officials
are centrally important in privatization.

We have taken the opinion about the control and spepdwaitization as the indi
cators of the economic elite’s attitude towards praadton. As regards control, cem
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pany managers — quite understandably — entertain substadifgient views from the
rest of the economic elite: hardly half of them approf/the government’s arbitrating
role, the other half preferring privatization withinet authority of the management of
the enterprises. Some 70% of economic politicians aadynevo-thirds of bankers, by
contrast, advocate the position of centrally congblprivatization. As for the pace of
privatization (Table 17), twthirds of the elite urged for the acceleration of prast
tion at the end of 1993. In this light, too, the econgpuiicy makers bankers and man
agers all form markedly delineated groups: 84% of MPs and 3th@¢hs of large en
terprise managers wished to speed up privatization, wahynevo-fifths of top minis
try officials and 42% of bankers taking a different positio

The question is now what this extent of elite fragmigoacan be attributed to: to
group interest varying by segment, or to some underlyingdmgmentelated variable
such as type of education, income or multipositionalitye loglinear analysis reveals
that the effect of the segment is primary in evalyatime pace of privatization; cem
pared to bankers, the probability of calling for spdprivatization waseteris paribus
4.5 times larger among MPs and 2.4 times larger among compamggers. Similarly
to the ministry elite, bankers seem to have envisagadwer, institutionally better +e
gulated privatization. On the other side, the opiniormiithe control of privatization
do not unambiguously relate to group interests varyirggggnent. What one takes for the
effect of the segment at first sight can rather berjorteted as a variable conveying the
effects of income and multipositionality. According tetloglinear analysis, the multi
positional and highincome groups display significantly higher probability (0.0286 a
0.0055) in preferring governmenontrolled privatization, whereas the segment variable
purified of interactional effects is not significanhd privileged elite groups — bankers,
high-income and multipositional leaders — have taken a stanaeslower and centrally
more strictly controlled privatization. The subsequeragehof privatization did take
place according to this scenario; the groups of the ecionelite in privileged position
thus proved to successfully assert their interests, whashaonserve their advantageous
position as compared to the rest of the elite at feast lengthy period of the transition

8. Concluding remarks

In our paper, we have taken a close look at the empirgalications of the theses of
managerialism and bankers’ hegemony as they relateettnher stratification of the
elite of the Hungarian transitional economy.

The analysis based on two surveys of the economé&anducted in 1990 and 1993
did not verify the hypothesis that declares the decisikeof large enterprise managers
in postsocialist Hungary. Our examinations have proven a gl@aivileged position of
bankers within the economic elite; this relativebugig stratum mostly born in Buda
pest in families of professionals have the highest iecand the most valuable property,
and in terms of lifestyle, they also belong to the modgling set of the status elite.
Nearly all the bank leaders began their careers awetsts graduated from the day
course of the Budapest University of Economic Scienaed, although in the highly
hierarchized banks they reach their first leading pasts than the managers of large
enterprises, they are promoted faster in the next pbfateeir career. They have a
broader set of relations as well: multipositionalitydainfluential counselling activity
characterize them far more than the directors gel@nterprises.

Managers, by contrast, are not privileged within thte eiither in terms of financial
standing or lifestyle, or social capital. They have a somewhat greatkvidual aute
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nomy however, in taking strategic decisions. Neveriselthey cannot be taken for the
dominant group of the economic elite, because comparédetantraorganizational
predominance of managers, bankers occupy the key positibhs networks involving
both enterprises and banks.

Does that mean that bankers have both privileged andndomtposition? Caution
must be administered in answering this question. Onrléehand, it is true that there
is a greater accumulation of positions among bankerghigemultipositionality is not
salient either in international or in historical geective. On the other hand, the strate
gic decisions affecting the banks are mostly taken lbydsowhich also represent the
interests of economic policy and the management gélanterprises.

To conclude, it can be stated that neither the ruteasfagers nor that of bankers is
the main elitesociological characteristic of the economy of tréosj one rather finds
that the groups of the economic elite keep each other wodérol. What is at stake is
not the »victory« of one or the other elite group iratert battle, for mutual control
seems to be a durable phenomenon. It cannot be sty @s yet whether the groups
of the economic elite adopt control mechanisms wipigha grip on each other in a
limited playfield, or they institutionalize combinat®of control and cooperation which
will allow the actors of the economy to play a ganith\a positive outcome.

TABLES
1. Table: Bankers and managers: recruitment patterns
1990 1990 1993 1993
Bankers Managers Bankers Managers
(n=69) (n=199) (n=62) (n=193)
Gender (%)
Woman 18,8 14,1 25,8 10,9
Man 81,2 85,9 74,2 89,1
Age (average) 44,6765 48,5606 43,7097 47,7927
— 44 (%) 58,8 28,8 54,8 30,1
45 — (%) 41,2 71,2 45,2 69,9
Education (%)
Day-course 58,0 44,9 73,3 70,4
Evening, correspondence 42,0 55,1 26,7 29,6
2. Table: Bankers and managers: social origin (%)
1990 1990 1993 1993
Bankers Managers | Bankers | Manages
Father’s job (n=60) (n=177) (n=60) (n=181)
Blue-collar 33.3 55,4 23,3 37,6
White-collar 15,0 10,2 10,0 12,2
Manager/professional 45,0 25,4 60,0 45,3
Entrepreneur 6,7 9,0 6,7 5,0
Mother’s job (n=61) (n=190) (n=62) (n=191)
Blue-collar 57,4 80,0 48,4 67,0
White-collar 213 15,8 14,5 13,1
Manager/professional 19,7 2,1 37,1 18,3
Entrepreneur 1,6 2,1 0,0 1,6
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3. Table: Material conditions, 1993

Segment Ministry Parliament Bank State Private
enterprise enterprise

Income, net
monthly

/In=320/ 84 998 99 413 190 929 102 149 91 744
(F Prob:
(0,0000)

Family wealth
/n=340/

(F Prob: 7 725980 7033335 | 10113870, 6 095 420 7 721 405
(0,0118)

4. Table: Elite lifestile according to segments, 1993 (n=340)

Segment %
Ministry 58,7
Parliament 41,0
Bank 53,2
State enterprise 38,1
Private enterprise 32,8

5. Table: Continuous career patterns in 1990 and 1993(*) among bankers and
managers (%)

1990 1993
Bankers 83,0 87,1
Managers 72,2 91,3

* self-evaluation

6. Table: Continuous career patterns in 1993(*) among bankers and manager
according to the year of appointment (%) (n=339)

Year of appointment - 1989 1990-
Bankers 87,5 87,0
Managers 86,5 93,2

7. Table: Were there ups and downs during his/her career? (1993)

Yes (%) No (%) n=
Bankers 22,6 77,4 62
Managers 34,1 65,9 126
Economic elite 32,7 67,3 339
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8. TableCharacteristics of career patterns according to segnuérihe economic elite

1993

1 2 3 4 Average Average

From starfFrom thgNumber o|Total num|years in onjyears in on

to the firsifirst lea|career stepber of ca|position position du

leading |ding posjin leadindreer steps|during thering the ma
post (year)|to the elitgposts whole careemagerial

(year) (1+2)/4 career (2/3)
Ministry 10,3 9,7 2,36 452 4.42 4,09
Parliament 9,3 13,6 1,65 3,38 6,78 8,24
Bank 9,4 10,2 3,09 5,18 3,78 3,30
State ent. 6,6 15,9 2,69 4,58 4,91 5,91
Private ent. 7,7 13,5 2,39 4.42 4.80 5,65
Economic elite 8,1 13,2 2,59 5,51 472 5,10

9. TableCareer patterns of bankers and managers according taoh®993

1 2 3 4 Average Average
From starfFrom thgNumber o|Total num|years in onjyears in on
to the firsifirst lea|career stepber of calposition position du
leading |ding posjin leadindreer steps|during thering the ma
post (year)|to the elitdposts whole careemagerial
(year) (1+2)/4 career (2/3)
Bankers 9,4 10,2 3,09 5,18 3,78 3,30
(n=61)
- 44 6,9 5,9 2,24 4,47 2,95 2,63
45 — 12,0 15,5 4,12 6,07 4,78 3,76
Managers 6,6 15,9 2,69 4,58 4,91 5,91
(n=125)
—-44 5,2 9,9 2,23 3,72 4,06 4,44
45 — 7,2 18,9 2,91 4,93 5,29 6,49
10. TableCareer patterns of bankers and managers according ftutioss and

segments in 1990 (%)

Career pattern Intra-institutional Intra-segmental Inter-segmental
Bankers

(n=65) 15,4 43,1 41,5
Managers

(n=198) 37,4 36,3 26,3

11. TableEconomic elite positions of bankers and managers in 1993 (%

1 position 2 positions 3 and more positions
Bankers 19,4 27,4 53,2
Managers 43,7 33,3 23,0
Economic elite
(n=339) 39,2 33,0 27,8
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12. TableMembership in professional assotiations, boards of tdire@nd advisory
boards of governments, local governments or partiestggswer) (1993, %)

Bankers | Managers Economic elite
Professional association 38,7 65,9 54,1
Boards of directors and control jof 79,0 48,4 49,7
enterprises
Advisory boards:

— Government 11,5 1,6 7,7
— Local gov. 0,0 6,3 6,8
— Party 8,2 7,2 13,4

13. Tabela: Proportion of those who had been socigdidly members among bankers
and managers in 1990 and 1993 (%)

1990 1993
Bankers 63,8 42,9
Managers 74,4 71,9
Economic elite 73,8 61,6

14. TableProportion of those who had been socialist party mesnAmong bankers
and managers in 1993 according to segments (%)

—44 45 —
Bankers 37,9 48,1
Managers 51,4 80,2
Economic elite 50,0 68,5

15. TableStyles of decision making according to segments (%) (n=333)

Authoritative Consultative Participative
Ministry 2,3 47,7 50,0
Parliament 24,3 32,4 43,2
Bank 24,2 24,2 51,6
State enterprise 13,0 35,0 52,0
Private enterprise 3,0 38,8 58,2

16. Tableindividual or collective strategic decisions according tih@ cohorts of
bankers and managers (loglinear analysis) (1993, n=214)

Segment Age Strategic decision | Corrected Residuum
Banker —44 individual +2,1
Manager — 44 individual -0,8
Banker 45 — individual -3,8
Manager 45 — individual +2,4
Banker —44 collective +1,9
Manager —44 collective -2,0
Banker 45 — collective +0,4
Manager 45 — collective +0,2
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17. TableProportion of those who oppose the speeding up of privatizatcording to
segments (%) (n=320)

Ministry 36,4
Parliament 16,2
Bank 41,8
State enterprise 30,6
Private enterprise 28,6
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