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6 From Socialism to 

Capitalism: the Effects of 
Hungarian Human 

Resources Practices* 
Jone Pearce 

Executives from capitalist countries are rushing to form joint ventures with 
enterprises in the former communist countries of Central and Eastern 
Europe. Yet, what do these executives really know about the management 
practices and working relationships in these enterprises? While numerous 
newsletters and professional news weeklies can provide detailed analyses 
of the political and legal environment for business, they provide only 
partial, but vivid, anecdotes about what happens inside these enterprises. 
Into this analytic vacuum have come untested assumptions, such as 'Em
ployees do not work hard because they have no financial incentive'. 

Joint ventures in reforming communist and formerly communist coun
tries are fraught with difficulty under the best of circumstances. Unfortu
nately, they are made more difficult by a lack of understanding of the 
human resources management systems and resultant workplace behaviour 
in these societies. Foreign managers eventually do learn to understand the 
terrain, but for many it is after a long and frustrating 'trial by fire'. Unfortu
nately, some expatriate managers grow so frustrated that their own anger 
interferes with their ability to build an effective organization. This report is 
intended to help managers from capitalist systems anticipate and manage in 
these rapidly changing environments. It describes the actual human re
sources management practices and analyses some of their effects in the 

*Reprinted from Academy of Management Executive with permission from the author and
publisher.
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