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I. Continuity and Change: Pre-Communist and Communist Legacies


Men make their own history, but they do not make it just as they please; they do not make it under circumstances chosen by themselves, but under circumstances directly encountered, given and transmitted from the past. The tradition of all the dead generations weighs like a nightmare on the brain of the living.
Karl Marx, The 18th of Brumaire of Louis Bonaparte


The argument we intend to make in this paper is that path dependence of the post-Communist transition is to some extent rooted in the rigidities and path dependence of individual life histories.  We will explore the recruitment of post-Communist business elites in Bulgaria, the Czech Republic, Hungary and Poland to demonstrate this linkage.


Continuity and change have been in the center of the debate over the post-Communist transition.  In the heady days of the fall of the Communist political order in Eastern Europe many believed that sudden rupture with the past was possible.  Revolutionary designs were hatched to change these countries’ ailing socialist system to a vigorous capitalist one.  Seven years after the landslide electoral victory of Solidarnosc in Poland, which installed the first non-Communist government in the then still existing Soviet Bloc, few would share the widespread optimism of those early days. Continuities with the Communist past are all too apparent.  From lingering foreign indebtedness and lopsided industrial structures to the return of the Communist successor parties to power, the stamp of the Communist past has been hard to erase [Crawford and Lijphart 1995]. 


Yet, for anyone familiar with the pre-Communist past of the region, it is difficult to miss another set of historical continuities.  In many respects, post-Communist countries seem to have returned to the trajectory that was interrupted by the Communist takeover in 1948 [Janos 1994, Good 1994].  To anyone who takes a look at the geography of economic success and failure in the region the pattern is immediately apparent.  The more successful countries are the ones that were more developed before 1948 and had been part of the Hapsburg Empire another 40 years earlier.  In the interwar period these countries tied their economic fortunes to Germany, and now they are again building strong economic and cultural ties to their powerful western neighbor and the European Community.  Those countries in the eastern and southern flank of the region, which suffered from backwardness before Communism, are once again finding themselves left behind. 


Both pre- and post-1948 continuities have featured prominently in political debates in all these countries.  The return to the pre-Communist past was a major theme in the revolutions of 1989.  Such figures as Masaryk, Pilsudski, Horthy and Stamboliiski loomed large in their respective countries.  Pre-1948 political parties reappeared and many political institutions of the past were resurrected.  Communist legacies were also hotly debated.  From demands to punish those responsible for the worst excesses of Communist rule to alarm over resilient party officials reinventing themselves as private entrepreneurs, the legacies of Communism have been fought over and debated endlessly.


The very fact that we can distinguish between pre-Communist and Communist legacies suggests that changes can be very real.  No one could seriously suggest that the countries of East Central Europe are the same as they were eight or let alone forty-eight years ago.  We do not wish to argue that quick and profound changes never happen.  Our contention is that change in the post-communist transformation is not a single process, but a multiplicity of processes marching to many different drummers [Dahrendorf 1990].  Time is internal to these processes.  Some aspects of social life change rapidly, others advance at a more leisurely pace.  Laws, regulations, governments -- formal institutions -- can change overnight.  Habits, friendship networks, residential patterns, human capital change much slower.  Even what looks like a single process harbors different time scales.  For instance, privatization of shops, pubs and restaurants happens rapidly.  Privatization of larger enterprises proceeds at a slower pace.  Events unfold on different time scales.  This comes hardly as a surprise to historians, who know well that there are processes of the long duree while others belong to eventful history [Braudel 1980, Isaac and Griffin 1989.].  What makes different time scales interesting is that processes of different tempos are often linked.  The speed and direction of change in one depend on change in others.

II. Individual life histories and continuity


Neo-classical institutionalism, the force guiding much of the design of the post-Communist transformation, is uninterested in history and continuities.  From this perspective, the post-Communist transformation is a transition between two equilibrium points, two economic structures or systems.  Key institutions can be engineered and others will fall in line, as society as a whole follows the functional imperatives of modern capitalism.
  Individuals act on future expectations and not on past experiences [Krugman 1991].  Once the proper institutions and incentives are in place, individuals choose their pursuits in the proper direction.  According to this approach people’s characteristics are instrumental assets, “capital” (human, social or financial),tools they can use, acquire, shed and trade in order to promote their chosen ends, and they do so in response to changing opportunities.  


What is neglected in this approach is that mentalities, skills and social networks are not so pliable.  Most people do not change their deepest values ingrained by early socialization easily.  They rarely learn new and unlearn old skills quickly, especially skills that are inarticulate and personal.  Nor are people likely to switch friends and acquaintances en masse.  Much of the continuity one finds in post-Communist societies can be traced to these rigidities of individual lives.  


Incidentally, the first Communist leaders were very much aware of these rigidities.  Driven by a similar revolutionary zeal that guides today’s social engineers, they made an attempt to demolish these continuities.  The isolation and neutralization of people with the wrong class mentality, reeducation and indoctrination, geographical relocation, the elimination or strict control of formal organizations of all kinds, from trade unions to circles of stamp collectors, were all attempts to break the grip of the past.  As we will argue, even their ruthless efforts did not succeed completely.


But should one conclude that the legacies of state socialism are so deep and are tied so strongly to several hundred years of history that any change is only a small ripple on the surface of an immense ocean?  That any attempt at sudden change is futile?  Cultural-historicists would argue just that [Jowitt 1992, McDaniel 1996].  They are fond of pointing to culture, which changes only at a glacial pace, if at all.  They believe that shared meanings lock people into a collective destiny.  If neo-classical institutionalism assumes that people are rational decision makers facing the future, cultural historicists believe that people are facing the past.  They are prisoners of their culture and do whatever tradition dictates.  Yet, the cultural historicist argument, though often delivered with great erudition, is rarely convincing. Cultural historicists are often guilty of picking selectively from past traditions, weaving a seamless interpretation leading up to the present. These explanations tend to be holistic, whereby history and culture act as an undivided force through mechanisms that remains unspecified, and thus frequently mistake analogy for causality. The fact, that traditions are always contested by countervailing currents remains either unacknowledged or if it surfaces, it never leads to the question, how we can account for the existence of contending traditions?  Because cultural-historicist claims tend to be interpretative, it is far from clear how they can be proven wrong. 


Evolutionary theorists try to strike a balance between the two positions [Poznanski 1996, Murrell 1993, Murrell 1993a].  They side with neo-liberal institutionalists that individuals are the proper unit of analysis and stand in opposition to the holism of cultural historicists.  But they are skeptical about the hyperrationality of neo-liberal institutionalists.  They believe that the future is inherently unpredictable, and thus strategic action cannot be based on some probability calculus about the future, the kind rational men of neoclassical economics are assumed to follow [Hayek 1978, Schumpeter 1934, O'Driscoll and Rizzo 1985].  Instead, people proceed by trial and error, imitation and adaptation, discovery and innovation, slowly perfecting their behavior through learning [Alchian 1950, Nelson and Winter 1982, Nelson 1995].  They act on past experiences and not on future expectations, hence the past assumes prime importance.  Their knowledge is often unspoken, implicit, personal [Polanyi 1962] and they tend to fall back on routines, “soft institutions,” and even cultural frames [Poznanski 1992, Pelikan 1992, North 1992, Denzau and North 1994].  Evolutionists prefer decentralized spontaneous processes, and take a conservative policy stance.  


Evolutionists point out correctly the deficiencies of the neo-liberal model, and provide a more realistic description of social change.  They also rightly stress the dynamic aspect of economic life, as opposed to its equilibrating tendencies.  Our own approach borrows many ideas from the evolutionary school, but we are skeptical about its faith in spontaneous processes.  We also believe that evolutionists are overly optimistic about learning.  Learning from experience does not always lead in the direction of optimal solutions [e.g. see Dawes 1988, March 1991].  Moreover, evolutionists rarely deliver on their promise of methodological individualism.  They often investigate organizations or entire economies, but rarely individuals.  This is why we turn now to individual life histories.

A. Life histories of elites


When talking about life-histories we are not concerned with the overall coherence, meaning or even narrative of individual lives (Bourdieu 1987).  What we try to do in this paper is to identify and speculate about a few mechanisms that play important parts in the selection of economic elites.   


Individual life histories of elites are especially salient.  Elites possess power that makes their presence in society commanding.  That life histories of elites is important is clearly demonstrated by the scrutiny careers of political elites receive in electoral campaigns.  Life histories of economic elites, on the other hand, are much more elusive, even though the power they wield is not smaller than that of politicians.  To understand what kinds of life histories lead to elite positions in the economy can give us insight into historical continuities in two ways.  First, finding out the recruitment mechanism on the top can reveal the allocation mechanism that is at work in the economy.  This will address some of the most bitter political debates in the region over the distributive aspects of the transition.  And second, because economic elites play a crucial role in these emerging new economies their composition can suggest ways they do and will run their companies and thus the way they will influence further development of economic institutions.


B. Summary of our argument


Presenting data from four post-Communist countries, Bulgaria, the Czech Republic, Hungary and Poland, we will argue that, despite their apparent dissimilarities, the process of economic elite recruitment in all four countries is surprisingly similar.  These strong and nearly uniform mechanisms link an individual’s past to his or her present and tie the collective pre-Communist and Communist past to a collective post-Communist present.

By reducing history to life histories we cast aside a series of factors that cannot be attached to individuals.  A country’s geographical location, its size or its industrial structure are all examples of elements that one cannot readily address within this framework.  Our claim must be modest, as we do not know the extent to which continuities discernible through individual life histories matter compared to other factors.  

III. The four countries


Without attempting to give a full historical account of the diversity of these four countries we provide a short sketch highlighting some of their differences to bring the uniformity of the mechanisms we uncover into sharper relief.  The pre-state-socialist period for the four countries in our analysis was marked by vastly different degrees of economic “backwardness.”  The Czech Republic was almost on par with its western neighbors in terms of industrialization, urbanization and the emergence of the various class segments characteristic of industrial capitalism. Bulgaria was clearly in the periphery of the capitalist world economy, while Hungary and Poland could be placed somewhere in-between.  


The Soviet-imposed system of Stalinist rule brought a high degree of standardization across these countries.  The period after 1956 removed the gripping standardizing power of Stalinism and set the four societies on radically different routes, despite the uniform feature of steep economic growth in all four of them. The post-1956 “normalization” in Hungary involved at first severe, later gradually decreasing political oppression, large-scale and centralized investments into industrial modernization. In Hungary, this also led to the effective collectivization of agriculture with a series of compromises, including the acceptance of private household plots.  In Poland, on the other hand, agricultural land and production organization remained extremely fragmented in the hands of millions of small, most often grossly undercapitalized farmers. The post-1956 period saw in Czechoslovakia a period of growth and the emergence of the formal doctrine of gradual political reforms, a process to be crushed by the 1968 invasion. As a result, the post-1968 picture of the four societies became even more disparate. This time it was Czechoslovakia’s turn to experience the freezing of social, political and economic experimentation under state socialist “normalization,” offset by a relatively comfortable economic environment. 


Hungary embarked on a path of ambitious economic reforms involving the radical decentralization of the control functions under continued state ownership, placing previously unseen levels of decision making, a quasi-proprietorial power in the hands of managers under the general umbrella of a reformed system of planning. This was soon imitated in Poland and later, in a weaker fashion, in Bulgaria.  In all three countries, however, the reforms took extremely erratic paths, following closely the dynamics of power struggles within the political leadership. The global oil crisis of the early 1970s hit the two most reformist, industrializing economies--Hungary and Poland--the hardest. Instead of adjusting to the technological and organizational imperatives of a suddenly high-cost energy environment, they went on a foreign borrowing spree to sustain previous investment and consumption levels which had become important components of their political status quo. This was coupled, in Poland and Hungary, with the emergence of the first relatively open manifestations of political dissent and the rapidly increasing political toleration of hidden, unregulated, untaxed and unrecorded, informal economic action which soon became an integral part of the late-state-socialist economic practices all over central and Eastern Europe. 


The early 1980s witnessed the rapid moral, political, cultural and economic disintegration of the late-state-socialist arrangement. This manifested itself most visibly in the Polish political and economic crisis of 1980, locked in by Martial Law.  Poland’s sluggish “normalization,” exacerbated by the collapse of the country’s foreign debt structures, sent Polish living standards in a tailspin.  In Hungary, the crisis of late-state-socialism was marked by the express legalization of various complex, hybrid organizational constructs along with a host of new, explicitly “capitalist” property forms, while political apathy and a social “peace” were financed from a second, even more devastating, wave of the state’s external borrowing.


The collapse of Communism happened differently in these four countries.  While in Poland and Hungary the Communists negotiated themselves out of power, in Bulgaria a mixture of negotiations and popular demonstrations led to the end of the one-party state.   In Czechoslovakia popular pressure brought down Communist rule.  Each country followed its own path to a market economy [Stark 1992].  Poland took the big bang approach, the Czechs took a centrally navigated evolutionary route, while in Hungary gradualism was the result of political mistakes and compromises.  Bulgaria made little progress by 1993 and is still far behind in reforming its economy.
IV. Theory and hypotheses

A. Stickiness and Path Dependence


Our central theoretical claim is that the recruitment of economic elites will be influenced by mentalities, skills and networks rooted in both the pre-Communist and the Communist era;.  These social characteristics are resources of a peculiarly sticky kind.  Mentalities, skills and networks are sticky because they are difficult to discard or hand over to others.  It is even more difficult to take them from people forcibly.  These assets are stuck to people and thus cannot be altered independently.  They pose the problem of indivisibility of individuals.  But as these assets are stuck to people, people are also stuck with their own assets.  Everyone has his or her own mentality, skills and networks, and it is very difficult to change these characteristics, because their development is path-dependent.  By path-dependence we mean that these properties develop in such a way that they are subject to increasing returns to scale, some self-reinforcing mechanism, and they are at least as sensitive to initial conditions as to current incentives [David 1985, Arthur 1994].  As a result the strength of these properties is a function of time and thus they take a long time to form and they are difficult to alter.  Institutional change must accommodate them and their bearers.  To understand their role in social change it is not enough to build an argument about how different personal assets get valorized, but we also have to develop an explanation about how these properties emerge.


Developing a mentality depends on the interaction between the self and the social environment in a self-reinforcing cycle.  The more one acquires a set of values, a repertoire of behavior, a habitus (Bourdieu 1977), a set of taken for granted assumptions about the world, the more others will recognize one by these traits.  Others’ expectations will be guided by these perceptions, those expectations will make one behave in a more familiar way.  Since initial conditions are crucial, one’s early family experiences are decisive.  These family experiences are the main conduit of values from the pre-Communist past.


Personal networks are equally subject to a self-reinforcing mechanism.
  There is an increasing return to scale, both extensively and intensively.  Because each tie with a partner gives one access to other potential partners the width of one’s network grows relatively slowly in the beginning, but accelerates once one has already acquired many ties.  The potential number of people one can approach increases with the number of people one already approached.  Moreover, trust and confidence in one particular relationship are difficult to establish, but over time, as neither partner violates trust its maintenance becomes easy.  Furthermore, building trust with some people will make it easier to build trust with a third party, if this third party trusts one’s friends.  Again, initial conditions are all important.  Entering a network of people through the wrong ties can brand the person for life in a circle.  Violating trust in the early stages of a relationship will make the person an enemy rather than a friend.


Skills and knowledge acquired during Communism are also subject to self-reinforcing mechanisms [Arthur 1994], because in learning new skills one also learns how to evaluate success and failure.  Perception of success and failure are not completely exogenous.  Company managers who learned how to produce the most in quantity or the best in quality will focus on achieving these ends and will consider it a success if they fulfill these goals.  If those goods cannot be sold, they will fault the system, and stay convinced that the ultimate value is in production and their failure is only temporary.  Those who learned that growth in size is the best indicator of success will try to expand or will be reluctant to downsize. Even if they do whatever it takes to muddle through, they do it with the understanding that their time will come.  People can also be locked into virtuous circles, as successful companies often are, when they discover a market where they do very well.  Yet it often happens that they keep to their routines even if circumstances shift.


Neither stickiness nor path-dependence is absolute. The usual way to unstick assets is through formal institutionalization.  Institutionalization makes these assets travel better.  Mentalities can be formalized as legal or religious prescriptions.  Skills can be formalized and transferred in the educational system as credentials.  Networks can be formalized as organizations and can be transferred as membership.  The self-reinforcing dynamics of these assets are not absolute either.  Mentalities can encounter crises when people have to reevaluate who they are.  Networks can reach their limit when getting to know yet another person or making a new friend becomes almost impossible.  There can come a point when new experiences add little to knowledge one already possesses.  People can reinvent themselves, build new networks and learn new skills. People do change in response to changed opportunity structures but not to the degree neo-classical institutionalist believe they do.

B. Hypotheses


From the above set of theoretical considerations we derive the following hypotheses.

1. The Pre-Communist Continuity Hypotheses

a) The role of pre-Communist bourgeois values


People who were exposed through their families to bourgeois values pertaining to business, will develop a mentality that puts them at an advantage in entering the new business elite.  Thus people whose family owned a business before the Communist takeover, will be overrepresented in the economic elite. The content of these values is likely to vary from country to country, and even within a country there should be variation with the  nature and size of the business.  What all will share is the importance of personal autonomy, a value little appreciated under state socialism, when most people were employees of the state.  Many of the values passed down through generations are the ones neo-liberal institutionalism assumes about its homo oeconomicus -- rational calculation, instrumental thinking and individualism.


A similar argument was advanced by Szelényi in the context of Hungarian agriculture.  He found that people with landholding before state socialism were more likely to engage in private commercial farming under socialism [Szelényi 1988].  We will separate business and land ownership before state socialism and investigate the effect of each separately.

(1) Restitution


Some people may argue that the reason why business ownership before 1948 gives an advantage to people has little to do with the transmission of values and mentality, and can be simply explained by restitution.  Getting back grandparents’ or parents’ property is a ticket into the new business elite, especially if the property returned is substantial.  While it would not explain the prevalence of pre-1948 business among top managers who are not owners in their firm, restitution could account for this pattern among owner/managers.


Though restitution has been a hot political issue in all four countries [Gelpern 1993], only the Czech Republic enacted restitution of all property confiscated by the Communist authorities after 1948.  Even there this cutoff date meant that large businesses were rarely returned, since by 1948 most of them were already nationalized either during the war by the German occupiers or by the Benes government that wished to stabilize the post-war economy and punish ethnic Germans.  In Bulgaria land was returned to its previous owners, but little else as of 1993. Though Hungary had no restitution, its center right government did enact a scheme by which people with confiscated property received compensation vouchers at a steep discount of the property’s original value with a cap of 5 million HUFs (cc. USD 50,000).  These vouchers, however, had only limited use and their market value dropped to a small fraction of their already low nominal value.   The only exception was land, where using some legal ingenuity, the government allowed for a process of voucher auctions that often resulted in the return of the land confiscated under Communism [Comisso 1995].  Finally, Poland had no restitution or compensation law by 1993 (and, still has none, though such laws were repeatedly put forward in the Sejm).  Thus, if restitution or compensation played any role, it would have been through land restitution. We would expect those whose families had land in 1948 to be overrepresented in the owner segment of the business elite [Frydman et al. 1993].

b) The role of cultural capital from the pre-Communist era


People who come from families who acquired high levels of education in the pre-Communist era will carry over their cultural capital, -- mostly as basic cultural skills --throughout the Communist era, despite attempts by Communist regimes to eradicate their cultural advantages.
  Once the effects of cultural capital and business related values are separated, each will have a positive effect on one’s chances of entering the new elite.

2. The state socialist continuity hypotheses

a) The role of networks


The CP in all socialist countries was the most powerful organization.  With its demise it left an intricate, nationwide web of social relations that survived mostly as informal ties.
  Party ties are important during the post-Communist transformation, because they have a wide geographical span, and because many ex-CP members stayed in the state bureaucracy.  Thus these ties reached into state power even in 1993, when Communists were not in power in Hungary, Poland or the Czech Republic.  We expect people, who were members of the Communist party in the 1980s to be more likely to show up among the new economic elite [Hankiss 1990, Staniszkis 1991, Róna-Tas 1994].  


There are various other networks that are essential for anyone running a business [Stark 1996].  Personal ties to suppliers, contractors and distributors were essential under socialism for the day-to-day operation of any company.  The company itself can be seen as a network of social relations.  These networks survived and gave a clear advantage to people who were already in management positions under socialism.  One can start a new business and take these networks with him or her.  Managers, therefore, will enjoy a clear advantage.


Because the private sector was kept small, traditional and local under socialism, people in the private sector had little access to these networks.  In Hungary and Poland the private sector was given access to the state sector, where small private partnerships or cooperatives often acted as subcontractors [Róna-Tas in press, Stark 1989, Johnson and Loveman 1995].  Many of these people kept their jobs in the state sector, however, and worked only part-time as private entrepreneurs using their first jobs to secure important channels to customers and suppliers through their state jobs.  

b) The role of knowledge and skills 


Networks and knowledge are often intimately intertwined.  Knowing people and knowing things are not always easy to disentangle.  Managers, for instance, by being familiar with the people who supply them with materials, also know where to find the needed input and how to get it once it is located.  This knowledge develops with experience and it is very difficult to pass it on in a standardized form. 


Educational credentials indicate knowledge but they also indicate that the person attended a certain school and became acquainted with many people in his own profession.  People with high educational credentials will be overrepresented among the new economic elite.  Not just because they will have scarce expertise, but also because they will be part of professional networks which form initially during the university years. 

c) Gender and Age


If mentalities, networks and skills take time to develop, we would expect that the new business elite will not be very young.  In fact, they will tend to be older than the general population, because all else being equal an older person will have more experience and a wider and more robust network.  Older people’s lives are also closer to the pre-Communist era and thus have more of pre-1948 bourgeois values.   


Gender inequalities can be also seen as results of a self-reinforcing process.  It is easy to see why:  the distribution of domestic labor and work career starts with initial child rearing responsibilities assigned to women.  From  this start several mechanisms lock women into domesticity and lock them out of careers outside the home. Yet our paper will not explore the gender dimension in any detail leaving that topic for other papers.  Here we employ gender as a control variable.  Since gender is related to so many of the variables in which we are interested, we will include it in our models to filter out gender composition effects.

V. Data and Method


Our data were gathered in 1993 in four East Central European countries: Bulgaria, the Czech Republic, Hungary and Poland.
  In each country, we conducted a representative survey of the general population and a separate, elite survey using a similar questionnaire.  The new economic elite was selected in each country by randomly sampling the largest companies (as measured by their total sales), and interviewing their chief executive officers.  Thus our elite sample is the sample of CEOs of large companies.  In the questionnaire we also asked about the CEO’s business property.  Those CEOs who had some or full ownership in one of these large companies were separated as owner/managers [Table 1].  Thus our economic elite comprises two groups: managers and owner/managers in large companies, but it does not include those who are only owners, but not managers.  In 1993, the number of these was relatively small.  Private companies not run by their owners were mostly either companies in foreign ownership or companies with large number of shareholders.  Our sample does not include economic policy makers either.  Ministry or Privatization Agency officials can be powerful players in the economy, but they are political appointees and thus their recruitment puts them into the political elite.

TABLE 1 ABOUT HERE


The independent variables in the analysis are as follows.  AGE is the respondent’s biological age.  GENDER  is coded 1=Men, 2=Women. FAMBUS48 is a dummy variable indicating if the person’s family (parents [BUSI48] or grandparents [GBUS48]) owned a business in 1948, the year when the Communists took power in the region.  FAMLND48 gives the same information for land ownership (parents [LAND48] and grandparents [GLAND48]).  EDU48 is an ordinal variable.  It gives respondent’s father’s education in 1948, if the father was at least 22 at that time.  If he was not, his father’s -- respondent’s paternal grandfather’s -- education was coded.  The four categories are 1=no education, 2=primary, 3=secondary, 4=tertiary.  Our next variable EDUC records the number of years of formal education the respondent completed.  MNGR is a dummy variable that takes the value of 1 if the person was in a top managerial position, before 1988.  CPMEM88 registers if the person was a member of the CP under socialism and CPOFF indicates if he or she held any office in the party organization.  If the respondent was involved in the private sector in 1988, but kept his job in the state sector he scored 1 on SECEC88 and 0 otherwise.  Finally, SELF88 measures if he was self-employed in 1988.


First we present simple bivariate tables, that include tests of statistical significance.  Then we introduce a set of three nested multinomial logit models [Maddala 1983 ] for the four countries  Where  





EMBED Equation.3


j=0,1,...,J

and j+1 unordered and independent outcomes can occur.  To make the model identifiable the following normalization is imposed:




In our case Yi takes three values.  The base-line --Y0 -- is non-elite, the other two categories are manager and owner/manager.  Thus the model to be estimated predicts the log of the odds of becoming part of the business elite.  It estimates simultaneously the likelihood of becoming manager only and owner/manager of a large company.  The coefficients show the net effect of each independent variable as derived by the maximum likelihood method.  Given choice based sampling we also estimated the coefficients using weighted maximum likelihood and found no substantial discrepancies [Xie and Manski 1989, Xie 1991].  Each coefficient is evaluated against the null-hypothesis that its value is 0 in the population.

VI. Results

A. Who are the members of the new business elite?


There are very few women in the new business elite [Table 2].  Except for Bulgaria, the ratio of women is one in ten or worse.  Among owner/managers their proportion is even smaller.  

TABLE 2. ABOUT HERE


At first glance, we see that in all four countries the mean age of the economic elite is over 40 and in Hungary it is close to 50 years.  Yet comparing these figures to the average age in the population, only Poland and Hungary show significant difference. This difference is not surprising.  Given that Poland and Hungary had a history of experimenting with market reforms, in those two countries experience accumulated during state socialism should count for more.  Yet averages are misleading.  While age is one reasonable proxy for experience, it also measures other life-cycle related attributes that inhibit economic success.  One would expect that both the very young and the very old have less chance to end up among the new business elite.  The young have less experience,  the old have weaker health and less willingness to start new ventures.  In the multivariate models we will capture this by using the quadratic function of age.


Does one’s pre-1948 family history matter?  It does, but with some unexpected twists.  The new business elite in all four countries is much more likely to descend from grandparents who owned some business in 1948, than the general population.  This finding is strong and highly significant.  It is weakest in Poland, where we find the lowest proportions among both the elite and the general population.  This difference between Poland and the other countries is most probably due to the elimination of Jews and Germans, two ethnic groups highly overrepresented among business owners in the pre-Communist era.  


We find a weaker, but similar relationship between parents’ business ownership in 1948 and elite position in all countries.  Why are grandparents more important than parents, when most people are raised by their parents?  This is because many in the elite are too young to have a parent who was old enough to have owned a business in 1948.  The average member of the business elite was born after 1948, thus his parents were only in their late teens or early twenties at that time.  This explanation is borne out by the only exception to the pattern.  Bulgaria’s owner/managers, who are marginally less likely to have come from families where parents owned some business are the youngest group of all. 


If the pattern for pre-1948 business ownership is clear and uniform and follows our expectations, the pattern of pre-1948 land ownership is more ambiguous and largely contradicts previous expectations.  With the exception of the Czech Republic, the new business elite is not more likely to have come from families with pre-1948 landownership. While there is no significant difference between the elite and the general population in Hungary, the relationship is negative in Bulgaria and Poland.  In these two countries the families of top business leaders are less likely to have had land in the pre-Communist era than the general population.  


The reason why pre-1948 land ownership has negative or no effect in three out of four countries has to do with the nature of the land market and the post-Communist recession in agriculture.  Land restitution, as restitution of any kind, has proven to be a lengthy process, where establishing claims of often contending heirs can drag on in the courts.  Moreover, the policy of land restitution had to resolve the thorny issues of the fate of agricultural cooperatives, which had to give up their lands to the new/old owners.  Thus, at the time of our survey, land restitution and compensation was still in progress in Bulgaria, the Czech Republic and Hungary.  Moreover, most of the lands returned were small, and had strings attached to prevent speculation.  At the same time, in all four countries agriculture plunged into a deep recession [Agocs and Agocs 1994].
  As a result, it has been next to impossible to enter the owner/manager segment of the business elite through farming. 


Why the Czech Republic is an exception can be understood not so much by its strongest embrace of restitution, but by considering the nature of Czech agriculture before Communism. Historically the Czech lands had been highly industrialized.  The reason why Czechs reported the lowest proportion of land ownership in 1948 is because Czech agriculture had been relatively small compared to the other three.  The residential pattern of many small towns that developed in the Czech lands integrated this smaller peasantry with city dweller artisans, entrepreneurs and business people much better than in Bulgaria, Hungary or Poland, where the peasantry lived its own, separate life in small villages, far from the large industrial and commercial centers. Consequently, the cultural differences between the landowning peasantry and small business owners were considerably less in the Czech Republic than elsewhere.

 
The new economic elite of all four countries come from families with very high education in 1948.  The difference is striking and thus raises the possibility, that our previous explanation about the role of pre-Communist business property is simply an artifact:  business owners were better educated and sent more off spring into successful careers at the same time.  We will investigate this possibility in our multivariate analysis.


Turning to the legacies of the Communist era, first we look at education.  Indeed, members of the new elite are much better educated than others.  There are very few among either of the two elite groups who did not have some tertiary degree.  


We also find that a very large proportion of these top businessmen were already managers before the fall of Communism.  The percentage of socialist managers is somewhat higher among managers than owner/managers, but even in the latter category over  three fourths held some managerial position before 1989.  In Bulgaria this percentage is lower, which is again partially explained by the lower average age of this group.  The overwhelming majority of the post-Communist business elite thus had managerial experience under Communism.


The role of party cadres in the post-Communist transformation has generated heated political debate.  Our data show that over half of the new business elite were party members in 1988, compared to one-tenth to one-eight of the general population.  Party members are strongly overrepresented among business leaders.  Those who held Communist Party offices were also much more likely to end up in the new business elite. It cannot be disputed that ex-Communists did very well in the post-Communist transition, even in 1993, when they were out of political power in Poland, Hungary and the Czech Republic and had to share power in Bulgaria.  We will see, however, that the multivariate analysis changes this picture somewhat. 


Finally, those with experience in the private sector under socialism (the second economy) are overrepresented among the new business elite, especially those who kept their state sector jobs.  Not surprisingly, this finding is stronger for owner/managers.  Poland diverges somewhat from this general trend.  Poland has the largest proportion of self-employed people in the general population under Communism, because its agriculture was not collectivized.  Most of these self-employed people were self-employed peasants with little chance of making it into the business elite.

B. What are the factors influencing elite recruitment


The multivariate models slightly modify this picture and settle the questions raised by the relationships among the independent variables.  We present three nested models for the four countries [Table 3].  Model 1 tests the effects of age, sex, business and land ownership in 1948.  Age is indeed non-linearly related to the log-odds of entering the business elite.  Older people are more likely to end up among the business elite, but after a certain age, mostly around 50, the relationship becomes reversed and with each year one becomes less likely to be in the elite.  Gender has the predicted negative effect.  In Model 1 we have included business and land ownership.  In all four countries, pre-Communist family business increases one’s chances of becoming part of either segment of the new business elite. Landownership, on the other hand, has negative or no effect on becoming either top manager or owner/manager with one exception. In the Czech Republic becoming an owner/manager is enhanced by pre-Communist landownership. 

TABLE 3 ABOUT HERE


But is it pre-Communist business ownership that matters, or is it simply that business owners were better educated and what has been passed down is educational privileges and not entrepreneurial values?  In Model 2 we added the educational level of the respondent’s family in 1948. This new factor has a strong and positive effect in all countries regardless of whether we look at selection of managers or owner/managers.  Indeed, educational privileges survived Communist rule.  But the effect of business ownership remains significant, except in Poland.


In our final, full model (Model 3) we included variables representing Communist legacies.   The extent to which pre-Communist background variables lose some of their marginal effect signals that their influence has been mediated through the newly included variables.  For instance, pre-Communist educational privileges lose some of their marginal effect because they exercise their influence over elite selection through the educational attainment of the respondent.  Educated families sent their children to college, which in turn gave them the networks and skills they needed to become part of the new business elite.  Yet the fact that EDU48 still has a significant effect in the final model suggests, that given two individuals with the same qualifications, pre-Communist educational privileges still give an extra edge.  Pre-Communist business ownership also remains significant, even after controlling for all the other variables.   


Education has a strong positive effect across the board and so does managerial past under Communism.  Party membership also gives a clear advantage.  The only exception seems to be becoming an owner/manager in Bulgaria.  Here educational credentials completely erase the effect of party membership, a finding we cannot explain. 


The marginal effect of party office is surprising.   It is either non-significant or negative as it is in Hungary and among managers in the Czech Republic.  In Hungary this is explained by the fact, that in the last decades of Communism party functionaries were constantly rotated between managerial jobs and party offices.  As a result, those party functionaries who did not become managers, and thus did not accumulate some experience in the economy would not benefit more than rank-and-file CP members.  In fact, in 1993, office holding was a disadvantage in making it into the top business elite as the center-right government made some efforts to punish former high Communist party officials.  In the Czech Republic, managers with cadre past were often ousted in 1990 by local activists of Civic Forum.


We have seen that former party functionaries are indeed overrepresented among the new business elites of East-Central Europe, yet having been a functionary does not increase one’s chances of making it into the elite.  These two findings are less contradictory than they seem.  Functionaries are not at an advantage, once we factor in their education, managerial past and party membership.  High education, managerial jobs under Communism and party membership all put functionaries ahead of others.  What seem to matter -- or to have mattered in 1993 -- are skills and networks, rather than power. 
    


Does experience with the private sector under Communism give an advantage?  Not in becoming managers of large companies.  In fact, self-employment is a disadvantage in Hungary and Poland.  As the full-time private sector was confined to being small, traditional and local, it could not provide the skills and networks necessary for running a large company.  A history of full-time self-employment helps only becoming an owner/manager in the Czech Republic.  Part-time participation in the private sector, however, proved to provide the right skills and networks.  Working for a state company provided people with the networks and skills of managing a larger organization, while involvement in the private sector taught people independence.  The coefficient for part-time private sector participation is positive and strong for owner/managers except in Bulgaria, where it is positive but not significant.

VII. Conclusion


Despite large differences among the four countries, the recruitment of the new business elite follows a surprisingly uniform pattern.  The continuities with the pre-Communist past are very much in evidence in all four countries.  People carry mentalities over generations.  They also seem to keep skills and networks through turbulent times.  The business elite that emerges in post-Communist Eastern Europe will shape the future of these economies by wielding considerable power over the distribution of property.  They also have an important role in setting the informal ground rules of business, and those who come later will have to adapt to those rules.  Moreover, they have begun to emerge as a political force, converting their money into political influence.  The window of opportunity that opened to a small crack with the collapse of Communism is now closing.  Property rights, mores and political power will lock the new economic elite into their positions for years to come.
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Table 1.

Number of Respondents in Each Subsample for the Four Countries

	
	Bulgaria
	Czech Republic
	Hungary
	Poland

	General Population
	4919
	4737
	4221
	3520

	Managers
	 320
	 679
	 373
	 480

	Owner/Managers
	  74
	 121
	 205
	   54

	Total
	5313
	5537
	4799
	4054




Table 2.

Percentages and Means of the Independent Variables By Categories of the Dependent Variable for the Four Countries 

	
	Bulgaria
	Czech Republic
	Hungary
	Poland

	Variables
	Gen. Pop.
	Managr
	Owner/Mgr
	F/Chi-sq
	Gen. Pop.
	Managr
	Owner/Mgr
	F/Chi-sq
	Gen. Pop.
	Managr
	Owner/Mgr
	F/Chi-sq
	Gen. Pop.
	Managr
	Owner/Mgr
	F/Chi-sq

	AGE  (Mean)
	44.5
	44.9
	41.7
	1.7
	45.8
	46.1
	44.6
	0.6
	43.5
	48.7
	47.0
	31.9***
	41.6
	47.7
	46.6
	47.5***

	SEX

	51.9
	22.5
	10.8
	76.4***
	55.0
	9.4
	5.0
	327.7***
	52.3
	7.8
	4.4
	234.6***
	52.3
	10.6
	7.4
	178.5***

	GBUS48
	11.6
	29.4
	32.4
	55.5***
	10.1
	26.1
	31.4
	90.9***
	7.9
	16.4
	22.4
	37.7***
	4.4
	7.5
	7.4
	4.9**

	BUSI48
	5.2
	10.3
	4.1
	7.6***
	6.0
	12.2
	10.7
	12.0***
	4.6
	13.1
	13.2
	35.8***
	2.3
	5.4
	9.3
	11.7***

	FAMBUS48
	15.4
	34.1
	33.8
	46.1***
	14.8
	33.9
	37.2
	93.7***
	11.6
	25.7
	31.7
	60.4***
	6.4
	11.9
	16.7
	13.1***

	GLND48
	57.1
	47.8
	47.3
	6.5**
	30.2
	43.9
	55.4
	40.8***
	44.1
	43.2
	46.8
	0.4
	48.1
	38.8
	46.3
	7.5***

	LAND48
	37.8
	41.9
	29.7
	2.1
	22.5
	21.4
	18.2
	0.8
	33.8
	36.2
	39.0
	1.6
	31.1
	29.2
	31.5
	0.4

	FAMLND48
	68.8
	65.6
	54.1
	4.3*
	43.2
	51.0
	58.7
	12.4***
	59.8
	56.6
	58.1
	0.9
	65.2
	54.0
	59.3
	11.9***

	EDU48: 

	
	
	
	372.0***
	
	
	
	1425.9***
	
	
	
	760.7***
	
	
	
	396.6***

	-no educ
	26.8
	3.7
	7.1
	
	0.8
	0.0
	0.0
	
	4.4
	0.0
	0.5
	
	10.9
	1.4
	0.0
	

	-primary
	60.8
	50.7
	50.0
	
	82.9
	18.6
	16.2
	
	83.7
	38.9
	42.0
	
	77.6
	51.6
	51.0
	

	-secondary
	9.6
	27.0
	25.7
	
	12.7
	59.4
	57.3
	
	6.7
	34.2
	36.0
	
	8.8
	37.8
	37.3
	

	-tertiary
	2.8
	18.7
	17.1
	
	3.6
	22.0
	26.5
	
	5.3
	26.9
	21.5
	
	2.7
	9.3
	11.8
	

	EDUC (Mean)
	9.3
	20.5
	18.2
	791.9***
	11.9
	17.8
	17.8
	1329.1***
	10.1
	17.8
	17.3
	800.8***
	10.2
	15.9
	16.5
	533.0***

	MNGR
	2.0
	60.3
	36.5
	1527.2***
	6.3
	80.0
	74.4
	2422.0***
	5.5
	83.9
	79.5
	2549.7***
	7.9
	88.1
	77.8
	1875.3***

	CPMEM88
	13.6
	50.3
	41.9
	178.1***
	12.6
	57.6
	57.1
	531.2***
	10.8
	68.9
	59.5
	690.6***
	10.7
	59.2
	59.3
	475.1***

	CPOFF
	3.6
	11.3
	17.6
	38.1***
	2.3
	3.1
	5.8
	3.7*
	1.8
	5.6
	5.9
	17.3***
	2.3
	7.3
	14.8
	30.4***

	SECEC88
	1.3
	2.5
	6.8
	9.2***
	0.5
	7.4
	13.2
	149.1***
	2.6
	13.1
	24.9
	164.6***
	1.0
	3.5
	14.8
	42.6***

	SELF88
	3.1
	3.4
	8.1
	3.0
	0.7
	0.7
	6.6
	23.9***
	4.6
	3.2
	12.2
	13.7***
	11.7
	0.6
	14.8
	28.8***


Table 3.

Nested Multinomial Logit Models of Elite Recruitment in Four Countries

	
	Bulgaria


	Czech Republic
	Hungary
	Poland

	Variables
	1
	2
	3
	1
	2
	3
	1
	2
	3
	1
	2
	3

	MANAGERS VS. GENERAL POPULATION

	Constant
	-13.23***

(1.23)
	-14.81***

(1.38)
	-16.45***

(2.18)
	-12.45***

(0.99)
	-16.49***

(1.17)
	-14.12***

(1.44)
	-21.91***

(1.99)
	-23.14***

(2.12)
	-21.26***

(2.53)
	-16.24***

(1.38)
	-18.15***

(1.59)
	-14.50***

(1.91)

	AGE
	0.58***

(0.06)
	0.54***

(0.06)
	0.34***

(0.1)
	0.60***

(0.43)
	0.55***

(-0.05)
	0.24***

(0.06)
	0.95***

(0.08)
	0.89***

(0.09)
	0.57***

(0.10)
	0.74***

(0.06)
	0.69***

(0.06)
	0.33***

(0.08)

	AGESQ
	-0.006***

(0.0006)
	-0.006***

(0.0007)
	-0.004***

(0.001)
	-0.006***

(0.0005)
	-0.006***

(0.0005)
	-0.003***

(0.0007)
	-0.01***

(0.0008)
	-0.008***

(0.0009)
	-0.006***

(0.001)
	-0.008***

(0.0006)
	-0.007***

(0.0007)
	-0.004***

(0.0008)

	SEX
	-1.31***

(0.14)
	-1.35***

(0.15)
	-0.90***

(0.25)
	-2.41***

(0.14)
	-2.58***

(0.16)
	-1.70***

(0.20)
	-2.58***

(0.20)
	-2.57***

(0.21)
	-1.51***

(0.26)
	-2.23***

(0.16)
	-2.23***

(0.17)
	-1.48***

(0.21)

	FAMBUS48
	1.04***

(0.13)
	0.85***

(0.14)
	1.06***

(0.25)
	0.97***

(0.10)
	0.62***

(0.12)
	0.60***

(0.17)
	0.90***

(0.14)
	0.69***

(0.15)
	0.51*

(0.21)
	0.51**

(0.18)
	0.29

(0.19)
	0.20

(0.27)

	FAMLND48
	-0.42**

(0.13)
	-0.47**

(0.14)
	-0.88***

(0.25)
	0.10

(0.09)
	0.46***

(0.11)
	0.28

(0.16)
	-0.28*

(0.12)
	0.21

(0.14)
	0.08

(0.19)
	-0.54***

(0.11)
	-0.22

(0.13)
	-0.20

(0.19)

	EDU48
	
	1.11***

(0.08)
	0.48***

(0.14)
	
	1.98***

(0.08)
	1.43***

(0.11)
	
	1.35***

(0.09)
	0.79***

(0.12)
	
	1.32***

(0.10)
	0.75***

(0.14)

	EDUC
	
	
	0.44***

(0.03)
	
	
	0.31***

(0.02)
	
	
	0.26***

(0.03)
	
	
	0.29***

(0.03)

	MNGR
	
	
	3.28***

(0.28)
	
	
	3.03***

(0.17)
	
	
	2.95***

(0.19)
	
	
	3.04***

(0.20)

	CPMEM88
	
	
	0.69**

(0.25)
	
	
	0.75***

(0.16)
	
	
	1.30***

(0.19)
	
	
	0.70***

(0.20)

	CPOFF
	
	
	-0.08

(0.37)
	
	
	-0.81*

(0.36)
	
	
	-1.15**

(0.37)
	
	
	0.11

(0.35)

	SECEC88
	
	
	0.36

(0.67)
	
	
	2.31***

(0.41)
	
	
	0.40

(0.28)
	
	
	0.18

(0.46)

	SELF88
	
	
	-1.13

(0.61)
	
	
	0.33

(0.67)
	
	
	-0.89*

(0.41)
	
	
	-3.41***

(0.64)

	Owner/Managers vs. General Population

	Constant
	-9.54***

(2.01)
	-10.67***

(2.17)
	-12.03***

(2.77)
	-11.33***

(2.00)
	-15.48***

(2.08)
	-13.38***

(2.44)
	-17.57***

(2.21)
	-18.46***

(2.24)
	-16.21***

(2.55)
	-21.34***

(4.36)
	-22.50***

(4.42)
	-21.68***

(4.98)

	AGE
	0.43***

(0.1)
	0.40***

(0.10)
	0.25

(0.13)
	0.52***

(0.09)
	0.45***

(0.09)
	0.12

(0.11)
	0.80***

(0.09)
	0.70***

(0.09)
	0.44***

(0.11)
	0.90***

(0.19)
	0.79***

(0.18)
	0.52*

(0.20)

	AGESQ
	-0.52***

(0.001)
	-0.005***

(0.001)
	-0.003*

(0.001)
	-0.006***

(0.001)
	-0.005***

(0.001)
	-0.002

(0.001)
	-0.008***

(0.001)
	-0.007***

(0.001)
	-0.005***

(0.001)
	-0.009***

(0.002)
	-0.008***

(0.002)
	-0.006**

(0.002)

	SEX
	-2.18***

(0.38)
	-2.33***

(0.40)
	-1.80***

(0.44)
	-3.09***

(0.42)
	-3.17***

(0.43)
	-2.25***

(0.45)
	-3.18***

(0.34)
	-3.17***

(0.35)
	-2.19***

(0.38)
	-2.61***

(0.52)
	-2.60***

(0.53)
	-1.74**

(0.56)

	FAMBUS48
	1.12***

(0.26)
	0.99***

(0.27)
	0.95**

(0.34)
	1.12***

(0.20)
	0.71***

(0.21)
	0.74**

(0.25)
	1.20***

(0.17)
	0.95***

(0.18)
	0.76***

(0.23)
	0.86*

(0.38)
	0.71

(0.39)
	0.61

(0.44)

	FAMLND48
	-0.85***

(0.25)
	-0.92***

(0.26)
	-1.30***

(0.33)
	0.41*

(0.19)
	0.78***

(0.21)
	0.59*

(0.24)
	-0.23

(0.15)
	0.13

(0.17)
	-0.02

(0.21)
	-0.35

(0.28)
	0.005

(0.32)
	-0.07

(0.35)

	EDU48
	
	0.99***

(0.14)
	0.44*

(0.19)
	
	2.13***

(0.15)
	1.64***

(0.17)
	
	1.19***

(0.11)
	0.56***

(0.13)
	
	1.48***

(0.22)
	0.81***

(0.24)

	EDUC
	
	
	0.36***

(0.04)
	
	
	0.32***

(0.04)
	
	
	0.23***

(0.03)
	
	
	0.37***

(0.06)

	MNGR
	
	
	2.87***

(0.38)
	
	
	2.84***

(0.28)
	
	
	2.80***

(0.22)
	
	
	2.01***

(0.39)

	CPMEM88
	
	
	0.41

(0.35)
	
	
	0.99***

(0.26)
	
	
	1.03***

(0.21)
	
	
	0.88*

(0.38)

	CPOFF
	
	
	0.29

(0.49)
	
	
	-0.08

(0.50)
	
	
	-0.95*

(0.42)
	
	
	0.68

(0.52)

	SECEC88
	
	
	1.13

(0.73)
	
	
	3.07***

(0.48)
	
	
	1.20***

(0.27)
	
	
	1.50**

(0.55)

	SELF88
	
	
	-0.41

(0.72)
	
	
	2.59***

(0.67)
	
	
	0.44

(0.35)
	
	
	-0.16

(0.53)


� 	In the sociological literature the most articulate representative of this position is Nee [Nee 1989, Nee 1991].


�	For more detail on Bulgaria, see Crampton 1987, Lampe, 1986, and Creed 1991; on Czechoslovakia, Wolchik, 1991, and Teichova 1988; on Hungary, Róna-Tas, in press, Berend 1990; on Poland, Poznanski 1996, Mizsei 1990. On the region, see Rothschild 1989 , Adam 1989, Adam 1993.


� 	For the role of networks in Eastern Europe see Böröcz 1993, Böröcz and Southworth 1995, Czakó and Sik 1987, Sik 1994.


� 	Kelley and Klein found similar restratification in post-revolutionary Bolivia [Kelley and Klein 1981].


� 	Many of these informal networks were reorganized very soon as business clubs.


� 	The project was financed by the National Science Foundation and grants from the participant countries.  The principal investigators were Ivan Szelényi and Donald Treiman.


� 	This recession was partially due to uncertainties about ownership rights.


� 	It is possible, even likely, that old functionaries, even if they own a company, prefer to stay in the background.  Many of them are also employed as high-level advisors to private companies, especially ones with strong interest in trade and cooperation with ex-Soviet bloc countries.  Former high-ranking Communist party officials can take advantage of a wide international network of contacts.


� 	Here and later -- percentages. In the case of SEX -- percentage of females.


� 	For EDU48 instead of “F Statistics” there is a value of Chi Square.
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