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Security, trust, and cultural resources: Hungarian manufacturing enterprises in the post-socialist transformation

1. Introduction: the problem

Our study aims at investigating the impact of material, cultural and social resources on Hungarian managers' perceived security. The analysis gives special attention to the crucial role of cultural resources in fostering trust in a transition economy. Moreover, we point to the complex interrelations between perceived security, social resources and managerial decisions. Namely, we hypothesize that social ties tend to reduce uncertainty in business transactions only if managers are unable to cope with normal risks of business activity. The empirical analysis is based on a representative survey among top managers of Hungarian manufacturing firms.

The role of security and trust in economic transactions has been studied with special emphasis in economic sociology. Max Weber ascribed salient importance to the elimination of dual morals in the emergence of capitalism because the spread of the rational calculative behaviour delimits a great source of insecurity: rude acquisitiveness, while it also weakens the norms of solidarity (Weber...) In his theory, trust is the precondition for the spread of business transactions and the moderation of a sense of insecurity. What substitutive mechanisms are facilitated by the lack of trust under the conditions of limited social mobility and rudimentary political institutions is explored by contemporary researchers into the mafia (Gambetta 1998). The low level of trust in market interactions may be one of the important decelerating factors of economic growth in emerging market economies. Both theoretical sociology and empirical researches suggest that post-socialist countries are characterized by a lack of trust between the actors of economic transactions. One of our earlier researches supports the assumption that in East-Central European countries the spread of entrepreneurial inclinations was also hindered by the lack of trust, in addition to the lack of funds (Kuczi-Lengyel). That is primarily related to the weakness of civil society, the lack of adequate market institutions and social capital that could be accumulated with the help of the former. Optimistic scenarios of the transition to a market economy may hope for the gradually strengthening of civil society, the selective influence of the market and the spread of business culture introduced by the penetrating multinational companies. This would suggest that a continuous increase of trust can be witnessed in these countries. Mistrust in partners, in the market and institutional environment affects the actors of transitional economies to varying degrees. In this paper, a closer look is taken at the range of factors that influence the firm managers' sense of security besides market position and sectoral specificities. Special emphasis is laid on the specific features of transitional economies. We hypothesize that in post-socialist economies a salient role is assigned in the lessening of business insecurity to cultural and social capital in addition to material resources.

Earlier, the role of cultural and social capital in the transitional economy was principally studied in correlation with enterprise strategy and performance. A fundamental finding of Hungarian empirical observations was that enterprise behaviour failed to adopt the patterns typical of market economies within a year or two's time. A kind of "wait-'n'-see" attitude, the postponement of settling problems (Laki 1992, 1993, 1994,; Hoványi 1995a; Török 1994; Szanyi 1998), or a relapse to the customary patterns of the 1980s (Voszka 1996) was typical of the economic actors. These phenomena call attention to the role of cultural resources. On the one hand: in vain is the institutional environment new, it can only function on the basis of the knowledge and values accumulated during its predecessor's time. On the other hand, at times of rapid changes, enterprises can only adapt to short-term changes, which also delays the adoption of new behavioral patterns (Laki 1994). It is an important factor that the transformational recession (Kornai 1993) hitting the transitional economies endows the enterprise crises with a peculiar character (Hoványi 1995a). It is far harder to find points for breaking out under such circumstances as offensive crisis management has far less scope. Some claim that precisely in accord with the situation, enterprises consciously kept their activity on pin-point flame in the first half of the '90s, as that helped them best adapt to the unfavourable circumstances and prepare for possible privatization (Török 1994). In Grosfeld and Roland's view (1995) the deferment of typical market economy strategies was part of a conscious strategy. Two phases of adaptation are differentiated by them: in the first firms respond passively, and when they realize that no help is to be expected, and the new structures will be lasting, they begin to manoeuvre in accord with the new circumstances.


Researches related to enterprise efficiency emphasize the role of social capital. In an earlier longitudinal survey among Hungarian small and middle-range entrepreneurs it was inquired how the initial state of material, cultural and social capital influenced the survival chances of the enterprises. It was concluded that these factors more strongly explained survival than growth, with social resources being the most powerful explanatory factor. Those who relied on friends for important decisions at the beginning - that is, who were characterized by solidarity-based personal relations - were overrepresented at two outer poles: among the defunct firms and among the expanding enterprises (Lengyel 2000). The possible explanation is that while in the first case the network of relations shrank, in the second a concord of personal solidarity and generalized trust was typical the firm.

In his longitudinal survey of a small sample of Russian entrepreneurs, Bat Batjargal highlighted the interrelation of firm performance and social resources. Inspired by the embeddedness thesis of economic sociology, he wished to see how the entrepreneurs' networks of personal relations and the social capital that could be mobilized with their help contributed to firm performance. He concluded that the extent of the network of relations and the friendship relations did not influence performance, whereas heterogeneous economic knowledge did. Since the examination took place during the Russian economic crisis in 1995/98, the author was also prompted to state that social capital was especially valuable under the conditions of extreme insecurity (Batjargal 2000a,b,c).

Using the experiences of empirical researches, we wish to examine how the profile of entrepreneurial activity, various types of resources, the trust level of market relations and the entrepreneurial goals influence the perception of the security of the business environment. Instead of firm performance, we wish to explore the extent to which economic leaders deem the economic environment insecure, how the sense of insecurity relates to contractual trust and to the leaders' concept of success, and to other structural, institutional and cultural factors that influence the functioning of an enterprise. The target of research is not the relation between generalized trust and insecurity, but the correlation between material and cultural resources, forms of trust based on solidarity and interest, as well as the perception of insecurity.

2. Hypotheses
We assume that the material, cultural and social resources at the disposal of a firm have a key role in decreasing insecurity. Material resources may provide security for cases of sudden changes in the market conditions or the institutional environment, or when the partners do not behave cooperatively. It is up to the management and the professional groups to use their cultural capital to prepare for the above challenges and respond to them adequately. These two kinds of capital assume special importance in post-socialist economies because, on the one hand, the  institutions of a market economy do not function adequately, and on the other, the qualifications and experiences gained in a socialist economy only give limited props for the development of successful market economy strategies. If the available material and cultural resources cannot reduce insecurity in business transactions, the management can moderate insecurity by restricting business activity and screening the transactions.

Material resources are gauged by capital and other indicators of the size of the enterprise. We assume that larger firms can more easily weather the crises generated  by unexpected market developments. We also take ownership as an institutional indicator of the material resources at the back of the enterprise. It is more likely to find parent companies well equipped with funds behind foreign-owned firms. Also, state or local government-owned  companies have more means than the average to ward off risks.

The nature of a firm's cultural resources is measured by the school qualifications of the managers in the first place. We hypothesize that those who began their careers in the '90s were faced less sharply with problems caused by the survival of firm management methods of non-market economies. In our hypothesis the kind of qualifications the management has contributes to the pace at which managers adapted to the market economy conditions. Graduates of business, economics and law can more easily observe the aspects of profit-orientation in directing the enterprise than graduates of other branches. The hypothesized influence of the type of qualifications can also be retraced to the lack of market traditions. With age and schooling we inserted factors determining management skills in the model. We also examine directly how the outlook of company managers satisfies the principles of a market economy. Here we analyze if managers judge the performance of their respective companies in terms of the market economy environment or rather, in terms dictated by the socialist economy. In a centrally directed economy based on plan directives, the goals to be achieved were laid down for the state enterprises in diverse financial and natural indices. They were sometimes contradictory and in conflict with the principle of maximizing profit in many cases. To assess this attitude, we asked the company managers how they measured the success of their companies. The respondents had to narrate in their own words what they deemed as important criteria of success. The replies concerning success criteria can be subsumed in three categories. Profit is one of the clear categories, liquidity is the other and the broad umbrella concept of growth, expansion, technical improvement is the third.

Apart from the above-said, an important indicator of cultural capital is the use of the computer and the Internet. It is incorporated in the model as a sort of proxy variable referring partly to the skills of management and personnel that cannot be accurately measured by school qualifications and partly to innovative ability and flexibility not explained by other variables.

Social capital informs research mainly of long-term cooperative relations. They assume significance mostly with firms that do not have sufficient material resources to protect them from grave jeopardy caused by opportunist partners. In our empirical investigation, the related term was contractual trust. The category introduced by Mari Sako (Sako 1992) can be characterized by the duality of obligatory vs arms-length contractual relations. Under obligatory contractual relations, the partners may act upon oral agreements, starting production prior to written contracts, controlling the quality of delivered goods less frequently. They are characterized by greater trust based on obligations. Under arms-length contractual conditions, the partners insist on written contracts and the observation of the terms laid down in them.

An indicator of another type of social capital is the use of solidarity-based relations in the running of the firm. A typical example is the employment of relatives as labour. Since it implies several drawbacks, its application is more strongly tied up with the lack of other resources.

To sum up: we presume that the perception of insecurity is fundamentally influenced by a few cultural resources inherited from the socialist economy, in addition to the lack of material resources. For want of these, the contraction of the circle of business transactions may decrease the perceived insecurity of the business environment. Those managers who pursue extensive business activity involving many partners despite having insufficient resources perceive the insecurity of the environment more acutely than the average. We expect to find a sort of dualization of enterprises, and to see that medium and large companies display far lower levels of perceived insecurity than micro- and small ventures. Added to the company size and material and institutional resources, this dualization is also supported by the unequal distribution of cultural and social resources.

In keeping with the above assumption, the following hypotheses were tested in the empirical survey:

H1. Material resources behind the firm reduce the chance that its managers might perceive the business setting as insecure.

Hypothesis 1 is to be operationalized with the following statements:

H1.1. Foreign- and state-owned firms perceive the environment as more secure while private Hungarian owners (including employee ownership) entail greater insecurity.

H.1.2. Enterprises of larger capital, staff and turnover perceive less insecurity in the business environment.

H.2. Cultural resources play at least as strong a role in the perception of insecurity as material resources do. Professional qualifications and market-conform knowledge and attitude help reduce the sense of insecurity.

The second hypothesis is operationalized with the following statements:

H.2.1. Perception of insecurity will be underrepresented among who managers formulate success in financial terms.

H.2.2. If computer culture is prevalent in the firm (there is intranet) management will perceive less insecurity, and this correlation applies independently of material resources.

H.2.3.a. The university diploma of the manager reduces perceived insecurity because the transferable intellectual skills can be put to good use under the conditions of insecurity.

H.2.3.b. The manager's university qualificiations in economics or law will reduce the sense of insecurity, because these types of knowledge make easy adaptation to market behavioral patterns more likely.

H.2.4. Those who started their professional careers in a market economy will perceive the business environment less insecure as they take competition for a natural context.

H.3. Obligatory relations and strong ties are more binding in smaller firms, and among them they contribute to the moderation of insecurity.

Firms disposing over less material and cultural resources try to reduce the insecurity characterizing their business activity to more intensely mobilizing their social resources.

H.3.1. Obligatory relations mainly characterize small firms among whom they may lower the level of perceived insecurity.

H.3.2. Entrepreneurship relying on kinship relations in the first place mainly characterizes firms with little material and cultural capital, reducing the perceived insecurity below average level. It is not merely hypothesized that solidarity-based trust will reduce the perception of insecurity, but also that it primarily serves to compensate for the lack of material and cultural resources.

3. Data and methods
The investigation was made using the Hungarian Enterprise Panel survey for 2000. The Enterprise Panel  programme has been alive since 1992 under the aegis of BUESPA (Budapest University of Economic Sciences and Public Administration), Department of Sociology and Social Policy (see Lengyel 1999, Janky 1999, Janky-Lengyel 2000). To study enterprise behaviour, the investigating method of the Luxemburg and Essex panels was used. The observed population is composed of the Hungarian manufacturing enterprises. Sampling was based on the enterprise list of the Central Statistical Office (CSO). 383 firms were included in the sample. Owing to the systematic bias in denial to reply, we used two-dimensional weighting based on the CSO data. The figures were weighted along the capital-countryside dimension and by enterprise size. 

The dependent variable is measured with the question "How secure do you think the firm's economic environment is today?" on a five-point scale, where 1 is very insecure and 5 is very secure. Then later, in the models we focus in a variable constructed from the answers on those who have found the environment secure and very secure. As for other factors included in the examination, structural and institutional condition include the character of ownership, size of firm and market radius, sector, technology, relative wages costs. No separate hypothesis is proposed for each factor, but they are included as control variables in the analysis. As for proprietorship, we wish to see if the firm is foreign- or Hungarian-, state- or private-owned, and within that, what is the rate of individual, employee and institutional ownership.

The cultural and social endowments of a firm include the qualifications of the employees and managers, the spread of computer culture, the strong ties cohering the firm, the trust in partners and the management's concept of success. As regards the perception of success, we wish to explore how successful the managers judge their firm, to what extent they express their enterprise success in material and financial terms, and within that, what weight they ascribe to expansion, profit and liquidity as criteria of success.

Several variables were used to measure how secure the manager saw his business environment, how safely he could move on the market. On the one hand, as mentioned above, we put a direct question to elicit an answer about how secure they deemed their business environment. We also put other questions in an attempt to grasp other aspects of security. We inquired into their attitudes to the employees and the regulatory context. We also tried to assess their risk aversion, which measures more unequivocally than the other variables a company leader's willingness to take risks.

We also inquired into trust towards market partners. We were not only curious to know the respondent's opinion but also his practice. We asked how typical it was to start production or render a service before they had signed a written contract with the partner.

In testing our hypotheses, we adopted various strategies. First we checked the strength of the correlations with two- or three-dimensional tables. Then with the help of the described variables we tried to define a general dimension of perceived security which was attached to each variable concerned but none expressed it without fail.

This task was carried out by the principal component analysis. We took for the general dimension of security the  first factor that explained most of the variance of the variables. It was used as the dependent variable of the linear regression model applied in testing our hypotheses.

A further strategy was used to select the variable that was tied most directly to security perceived in the business environment. We divided the respondents into two groups along this dimension: marking off those who perceived their environment as secure from  those who expressed ambivalent feelings or deemed the context insecure. With this dichotomous variable we built up a logit model which was also suitable to test our hypotheses. For the latter strategies we used the same explanatory variables. In addition to the variables directly needed for the examination of the hypotheses, we also built control variables in the model. They are in part basic characteristics of the enterprise that may influence (at times inexplicably for us) the sense of insecurity of a leader. Some of these variables, on the other hand, give information of the market position of the enterprise, which may also influence of the perception of insecurity. Control variables were the sector, nature of product, radius of market, share of turnover of the single greatest buyer, exploitation of capacity, profit fluctuation, rate of new clients and the recent changes of demand in the firm's main market.

4. Empirical findings
The first test of the hypotheses is based on table statistics to reveal the interrelations of variables. This is followed by  an analysis of some logit-models in which perceived security serves as a dichotomous dependent variable. Separate models are used to test the hypotheses referring to the impacts of material, cultural and social resources, respectively. Then the variables attached those hypotheses are incorporated in an integrated model (control variables are included in all of the models). 

The cross tables suggest that leaders of foreign- and state-owned firms perceive less than average insecurity in the business environment (foreign ownership even boosts the sense of security), but this is not a significant correlation, given the low rate of such firms and the asymmetry of distribution.

Firms disposing of considerable wealth and having above average returns from sales tend to feel their environment secure, while the categories of employment do not correlate with insecurity perception. Besides, firms in the lower two-fifths by wealth perceive security in their environment above the average.

Those who measure success in financial terms do not perceive above-average security. This derives from the fact that those who gauge success by profit  perceive both security and insecurity in an above average rate. (The mention of the interim category is infrequent among them.) Those who claim that liquidity is already success deem their environment insecure around the average, while those who find it secure are massively underrepresented among them.

The hypothesis that firms having computer networks perceive far less insecurity in their environment holds true. Controlling it against material resources, one finds that materially less equipped firms are underrepresented among those who perceive insecurity, while the rate of those of them who perceive security is also slightly below the average. This correlation is not significant for richer firms.

As regards the assumptions about the utilization of management knowledge, table statistics reveal that the one about university qualifications is proved true but the one about specific economic and legal knowledge is not. So it seems that transferable intellectual knowledge facilitating universal orientation is more important for the perceived security of the business environment than specific market-oriented knowledge.

Those who most probably began work in the market-economy phase perceive the business environment far more secure than the average. This is partly owing to the lack of pre-market economy routines, and partly to young age. This is supported by the fact that if the entry into the labour market is in the eighties instead of the years around the great turn, the correlation still applies. Young managers are underrepresented among those who think employing foreign labour entails trouble, and that growth is hindered or too risky.

Obligatory relations indeed characterize smaller firms: two-fifths of the companies depend on them, but in the upper fifth by wealth one one-sixth of the companies prove to be of this kind. Similar is the correlation found along the variable of returns from sales. There is a positive correlation between obligatory contacts and perceived security: one-third of the firms on the whole perceive their environment as secure, while the corresponding rate among enterprises with obligatory relations is over two-fifths. The correlation is especially strong among firms with little wealth, and is insignificant among rich companies. Table analyses thus confirm hypothesis H3.1. In the logistic regression analysis in which property and obligatory relations are the explanatory factors only the latter remained significant.

Firms based on kinship relations are overrepresented among companies with limited material and cultural resources. But the managers of companies that also employ relatives perceive their environment less secure than the average. That is true for the control variables of material and cultural resources as well. The table statistics thus disproved our hypothesis about the compensative security enhancing function of kinship relations. The logistic regression model including kinship relations and material-cultural resources as explanatory factors of perceived security revealed that the kinship ties preserved their negative influence but the material and cultural vairables did not.

As far as the results of the logit-models concerned, the empirical evidence does not support the hypothesis on material resources. Compared to the model including only the control variables, the goodness of fit of the model hardly improved, and the null hypothesis cannot be rejected for any of the indicators.

The goodness of fit of the model incorporating the cultural resources is better than that of the regression on material resources or the model containing the control variables alone. Moreover, the effects of some variables are significant. According to the results, younger managers are more likely to feel their business environment secure. Moreover, education also matters. Those, who possess an MA degree from one of the leading Hungarian universities, are more likely to see more security in their business environment. Studies (at any level) in the fields of business, economics or law, however, do not result in higher level of perceived security. That is – as table statistics also show –, general skills seem to play a more important role than specific professional knowledge does. Because of the multicollinearity of material and cultural resources in this model more advanced computer infrastructure makes insecurity more likely, but the connection is not significant.

The logistic regression on social resources partly reinforces our hypotheses. The goodness of fit of the model is at least as good as in the case of the regression on cultural resources. The coefficient of obligatory relationship is positive but not significant. The same is true for the interaction variable that indicates that kind of relationships at small firms. According to the results, in medium size and large firms, the presence of relatives at the company cannot compensate for the insecurity that urged the managers to employ their close ties. In other words, those managers of medium size or large companies who employ their relatives, perceive their business environment less secure. In small companies, however, this compensation effect seems to be significant. That is, the negative value of the coefficient is suppressed among the managers of those firms.

The separate models of each of the types of the resources can show the relative importance of material, cultural and social resources (or to put it more precisely: the relative importance of the available indicators of them). The estimations of the coefficients of the variables are less likely to be biased, however, if one incorporates all of the possible indicators into the model. The coefficients of age and the employment of relatives are also significantly differ from zero in the integrated model. The null-hypothesis on the effect of education, however, cannot be rejected. 

In sum, the regression analysis shows that the material resources has a weak impact on perceived security, while cultural and social resources play a more important role in decreasing uncertainty. Among the indicators of cultural resources, age  - as a proxy of learned social skills -  has a strong effect. Among social resources, employment of relatives indicates lower level of perceived security. This negative effect, however, is suppressed among small companies.

5. Discussion
The study aimed to examine the material, cultural and social resources influencing the perception of security. The findings primarily confirm the role of cultural capital played in a transitional economy. In other words, the lack of high-level convertible knowledge may largely contribute to the lack of a feeling of security typical of the economies of the region. This is a finding which may contribute to the literature devoted to the theme mainly concentrating on the role of the institutional environment (Szelényi-Kostello, 1998). At the same time, the studied effect mechanisms of cultural resources predict a slow growth in the sense of security indispensable for prosperity in the post-socialist economies (as against the prognoses of a more uncertain future by research highlighting social capital). A little appreciated structural component of the post-socialist transition was namely the explosive expansion of tertiary education.

Our data confirm our thesis that the security of the economic environment can be studied in terms of the individuals' knowledge and skills. The thesis also reveals that an important source of insecurity is the individual's lack of knowledge to solve problem situations, and this automatically increases the risks of certain decisions. Consequently, it is the increase in the (adequate) qualifications and experience of the economic actors, besides the objective market and institutional conditions, that might contribute to the increase of trust and security.

However, a deeper analysis of the hypothesized connections and the empirical results of the research warn that caution must be administered lest trust should be viewed oversimplified. Some international researches into trust (Lianos, Vicsek) also call attention to that. Though the data on East-European post-socialist countries do refer to a low level of trust in keeping with theoretical considerations, there are some societies (e.g. China) where on the basis of theories, lack of trust might be expected, but international researches measured high level of trust (Bonell, Gold 2002). Economic sociological researches e.g. in Japan have revealed how many-sided the concept of trust may be. While some investigations have shown that a high-level obligatory trust characterizes the interrelations between Japanese economic organizations (Sako 1993), other researchers who have differentiated between generalized trust and personal commitment tend to characterize the Japanese society with lack of trust (Yamagichi et al. 1998).

When we presume that the level of trust in business transactions between strangers is low and the economic environment is insecure in general, then a part of the potential transactions can be expected to remain unrealized. In this case the economic actors seek for partners in their close surroundings. This process, in turn, may result in a high level of trust characterizing business transactions and security perceived in the immediate vicinity of the economic activity despite the overall lack of trust, as interactions take place mainly within the network of relations implying high level of trust. However, the actors of the economy differ according to the extent to which they are hit by the insecurity of the institutional system, to which they can restrict their economic connections and to which they strive for expansion (which necessarily implies the widening of the circle of transactions). In the emerging market economies, these differences have salient importance. With the institutions and actors changing rapidly, the role of resources that may reduce the insecurity of extensive transactions, and those that may ensure cooperative relations of high trust level in place of these transactions may increase. When these resources are missing, several actors may find that low trust-level transactions and a perception of general insecurity are enduring components of their activity. On the basis of the above-said, we presume that enterprises can reduce the insecurity  by their activity. On the one hand, they can consolidate their positions in the emerging markets by relying on the cultural resources, material capital and broad social resources of the management and the enterprise. Or, they can also reorient their activity relying primarily on their narrow social resources so that they may avoid insecure market transactions.

Thus, the economic actors can themselves influence what risks they face. The increase of the security of the environment can be achieved not only by the growth of necessary knowledge but also by the avoidance of risky transactions. It is, however, to be realized that the two strategies are not on a par for the future perspectives of an enterprise. The first option is an offensive strategy which, when successful, may expand the firm's scope of action, while the latter is more on the defensive side, a strategy chosen out of necessity to survive. Profit-oriented enterprises aim primarily to widen their activity, and only for want of sufficient material and cultural resources do they try to mobilize their social resources to establish a narrower circle of transactions and partners.

Thus besides the cultural resources, we also took a look at the role of social capital. The aim was not to examine the security-enhancing role of social capital in general. We analyzed whether or not firms devoid of other resources did rely more heavily on the social resources implied by their environment. We also studied whether these social resources did indeed boost the entrepreneurs' perception of security. The findings are less unambiguous than those concerning cultural resources. It is, however, to be remembered that the effect mechanism concerned is far more difficult to measure.

6. Conclusion
The aim of the paper was to examine how the material and cultural resources as well as trust relations of an enterprise influenced the perception of security in the post-socialist period.

Contrarily to our hypotheses, the material capital of an enterprise - property, staff size, foreign or state ownership - does not play a significant role in the perception of security. The main factor that counts in this respect is whether or not the firm has a wide enough market. The indicators of the cultural resources proved more important than the material resources. This is not surprising since though the questions were about the enterprises, the answers were part of the subjective opinion of the management which is obviously more deeply influenced by personal conditions than by the endowments of the firm. What is indeed striking is the fact that the computer intranet of a firm proved just as important as the university diploma of the leader and the period in which his career started. Confuting our expectations, specific market knowledge and the interpretation of success in financial terms did not influence the perception of security as university graduation which made convertible general intellectual knowledge probable did. It seems likely that in the period of post-socialism it is not specialized but generalized knowledge exploitable in a variety of media that contributes to a higher level of perceived security. Age and the beginning of a career have demonstrable influence on security perception. The younger one is and hence the less experience one might have from the period of state socialism, the more safely one moves in the new context and less risky one will find growth and enterprising beyond kinship relations. It must be noted that the two effects are inextricably intertwined. One roots in age, reflecting the “optimism of youth”. The other is the coincidence of young age with a historical period, making the presence or absence of certain experience (routine, fears, skills) probable.

Obligatory relations with partners implying peculiar trust characterize smaller enterprises, among whom they strongly enhance the sense of security. However, concerning the concepts of trust and insecurity measured by empirical researches some theoretical problems also emerge. The relation between trust and the perception of insecurity does not necessarily postulate unidirectional causality. Trust may reduce the feeling of insecurity, but enhanced security may just as well increase trust. It is possible that both trust and the perception of security are to be retraced to common causes - to the general state of affairs or to a combination of other, contextual and personal factors.

Running a business on the basis of kinship relations does not contribute to the perception of a more secure environment - quite to the contrary. Solidarity-based kinship relations weaken the perception of security and this strong negative connection disappear among small enterprises only. Trust based on kinship, friendship, old personal acquaintances replace higher-level generalized trust, and may also shackle the spread of profit-oriented calculative behaviour.

It is also important what sets of persons and transactions the extent of trust and insecurity refers to. Obviously, the level of trust in transactions will considerably change depending on the partners being close relatives and utter strangers. Our findings thus indirectly tally with the connections exposed by a research in different context (Yamagishi et al. 1998). The wide extent of solidarity-based trust may indicate that the level of preliminary trust in unknown actors and institutions is low.

This paper shows the special importance of cultural resources in business transactions of a transition economy. Moreover, the empirical evidence supports a more complex view of the impact of social resources on security and trust. Future empirical research (quantitative as well as qualitative) may shed more light on the mechanisms that connect cultural capital and perceived security. The elaboration of the hypotheses on social resources, however, requires some theoretical development in the research on trust and social network. 
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Appendix

Table 1.  Perception of security and variables of property, market and economic setting  

	Variable
	Who deem the business environs secure (%)
	Phi/

Cramers’V
	N

	Mean
	34.7
	
	373

	Foreign owners
	45.0
	n.s.
	  60

	State ownership
	33.8
	n.s.
	  40

	Employee ownership
	33.7
	n.s.
	162

	Size of employment 21 + 
	36.7
	n.s.
	  83

	Firm produces profit
	35.9
	n.s.
	267

	National or international market 
	41.0
	.17**
	209

	Sector: light industry
	33.2
	n.s.
	111


Table 2. Perceived security and the cultural resources of the firm

	Variable
	Who deem the business environment secure (%)
	Phi/

Cramers’V
	N

	Mean
	34.7
	
	375

	Are diploma holders in the firm: yes
	35.2
	n.s.
	250

	Are there computers in the firm: yes
	33.0
	n.s.
	311

	Is there intranet in the firm: yes
	34.0
	.14*
	114

	Are there employees of the firm (or do they plan to employ some) who speak foreign languages: yes, 
	36.3
	n.s.
	240

	Age of manager: 45 + years
	31.0
	.17***
	257

	Manager has university diploma
	42.9
	.17*
	90

	Manager has business  diploma in college or university
	31.5
	n.s.
	67

	How he measures success: in financial terms
	39.4
	n.s
	176


Table 3. Perceived security and the social resources of the firm  

	Variable
	Who deem their economic environment secure (%)
	Phi/

Cramers’V
	N

	Mean
	34.7
	
	375

	Relatives of manager work for the firm
	26.4
	.13*
	129

	Obligatory relations (delivery prior to contract)
	43.7
	.19***
	144


Table 4. Opinions about security and insecurity factors among older and younger managers (%)

	
	 Year of birth: -1964
	Year of birth:1965-
	Phi/

Cramers’s V
	N

	Finds business environs safe
	32.6
	52.4
	.14*
	368

	Thinks the employment of foreign labour would cause problems
	38.0
	18.9
	.12*
	375

	Thinks expansion would bump into too many restricting rule
	54.2
	34.5
	.12*
	375

	Thinks growth is risky because everything could be lost
	48.5
	30.2
	.11*
	375


Table 5. Rate of firms finding the business environment secure by obligatory relations and firm property (%)

	
	Is it typical to deliver to partners prior to signing written contract
	Phi/

Cramers’V
	N

	
	No
	Sometimes
	Yes
	
	

	Property below 60 million HUF
	26.5
	19.1
	44.3
	.26***
	297

	Property at or above 60 million HUF
	41.6
	46.2
	37.6
	n.s.
	 74


Table 6. Rate of firms finding the business environment secure by kinship relations and firm resources (%)

	
	Do relatives work in firm?
	Phi/

Cramers’V
	N

	
	No
	Yes
	
	

	Property below 60 million HUF, no computer network
	40.0
	26.6
	n.s.
	235

	Property at or above 60 million HUF, or there is computer intranet
	37.8
	25.8
	n.s.
	140


Table 7

Coefficients of material, cultural and social resources from the logistic regressions (LOGIT-models) of perceived security 

	Independent
	Coefficients (and standard errors)

	variables
	Model 1
	Model 2
	Model 3
	Model 4

	Constant
	-1,386*
	-3,752***
	-1,623**
	-4,379***

	
	 (,552)
	  (,946)
	  (,572)
	(1,032)

	Material resources
	
	
	
	

	State- or foreign owned company
	   ,185
	
	
	   ,084

	
	  (,326)
	
	
	  (,384)

	Assets (M HUF)
	   ,001
	
	
	   ,000

	
	  (,001)
	
	
	  (,000)

	Turnover (M HUF)
	   ,001
	
	
	   ,000

	
	  (,001)
	
	
	  (,000)

	Number of emloyees
	   ,001
	
	
	   ,002

	
	  (,001)
	
	
	  (,001)

	Cultural resources
	
	
	
	

	Success-perception in financial terms
	
	   ,356
	
	   ,300

	
	
	  (,248)
	
	  (,262)

	Intranet at the company
	
	  -,501
	
	  -,475

	
	
	  (,293)
	
	  (,331)

	University (MA) degree 
	
	   ,643*
	
	  -,467

	
	
	  (,309)
	
	  (,346)

	Degree: business, econ. or law
	
	  -,364
	
	   ,335

	
	
	  (,319)
	
	  (,336)

	Year of birth
	
	   ,041**
	
	   ,048**

	
	
	  (,014)
	
	  (,015)

	Social resources
	
	
	
	

	Obligatory contractual relationships
	
	
	   ,475
	   ,503

	
	
	
	  (,286)
	  (,305)

	Interaction var: obl. rel*small company
	
	
	   ,791
	   ,729

	
	
	
	  (,458)
	  (,483)

	Manager's relatives among the employees
	
	
	-1,131***
	-1,118**

	
	
	
	  (,336)
	  (,363)

	Interaction var: relatives*small company
	
	
	  1,404**
	 1,635**

	
	
	
	  (,503)
	  (,526)

	-2 log-likelyhood
	442,866
	416,565
	417,272
	382,038

	Nagelkerke - quasi R-square
	13,0%
	17,9%
	22,4%
	27,6%

	???????
	68,24%
	67%
	70,41%
	71,9

	N
	374
	365
	376
	363


Notes: Standard errors are in pharenteses under the coefficients. Beside the presented variables, some control variables are included in all of the models. The estimated coefficients and standard errors of those control variables are presented in table 8.

* p < 0,05  ** p < 0,01   *** p < 0,001

Table 8

Coefficients of control variables from the logistic regressions (LOGIT-models) of perceived security 

	Independent
	Coefficients (and standard errors)

	variables
	Model 1
	Model 2
	Model 3
	Model 4

	Control variables
	
	
	
	

	Sector and technology
	
	
	
	

	Light-inustry?
	  -,036
	   ,189
	  -,251
	  -,169

	
	  (,458)
	  (,489)
	  (,481)
	  (,533)

	Heavy industry?
	   ,204
	   ,375
	   ,283
	   ,434

	
	  (,475)
	  (,501)
	  (,489)
	  (,539)

	Machine industry ?
	   ,011
	   ,082
	   ,095
	   ,163

	
	  (,492)
	  (,525)
	  (,508)
	  (,560)

	Other
	   ,117
	   ,141
	   ,163
	   ,197

	
	  (,508)
	  (,541)
	  (,513)
	  (,570)

	Production technology: continous 
	   ,426
	   ,519*
	   ,454
	   ,494

	
	  (,266)
	  (,272)
	  (,278)
	  (,301)

	Market characteristics
	
	
	
	

	Nationwide or international market-area
	   ,620*
	   ,572*
	   ,669**
	   ,636*

	
	  (,248)
	  (,261)
	  (,253)
	  (,279)

	The main customer's share (percent)
	   ,006
	   ,007
	   ,006
	   ,007

	
	  (,004)
	  (,004)
	  (,004)
	  (,004)

	Decline of demand
	  -,722*
	  -,658*
	  -,860**
	  -,683*

	
	  (,286)
	  (,293)
	  (,296)
	  (,315)

	Success
	
	
	
	

	Use of capacities (percent)
	   ,005
	   ,004
	   ,008
	   ,008

	
	  (,004)
	  (,004)
	  (,004)
	  (,005)

	High volatility of profit
	  -,485*
	  -,517*
	  -,449
	  -,511*

	
	  (,234)
	  (,243)
	  (,243)
	  (,258)

	
	
	
	
	


Notes: Standard errors are in pharenteses under the coefficients. For the explanatory variables of the four models see table 7. 

* p < 0,05  ** p < 0,01 

�� Published in: Koniordos  S.M. (ed.) Networks, Trust and Social Capital. Ashgate  Publ., Aldreshot, 2005, pp. 167-188
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