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After 1989 the Eastern part of Europe had huge economic difficulties like 
the growing unemployment rate and the lack of foreign investments. In 
this paper, I would like to show the functional branch of the Hungarian 
economy: the automobile industry. In order to get proper and valuable 
results, I will use the economic idea of the industrial commons by Pisano 
and Shih (2012). They stressed out that six different factors are necessary 
to obtain a new production chain or maintain an existing one. Based on 
Western (American)experiences they pointed out that outsourcing key 
elements of production is harmful as it cannot be reversible at one point. 
In my paper, I would like to analyse five different automobile companies: 
the Suzuki, the Opel, the Audi, the Mercedes-Benz, and the BMW. With 
the result, I will prove how deeply are they involved in the Hungarian 
economy and what are the possible ways of improvement for them. 

 
Outsourcing in East-Central Europe 
 
The primary reason for outsourcing is that companies do not consider 
production and its organization as valuable resources. A resource is 
valuable if it is difficult to imitate, durable, appropriable, difficult to 
substitute, and better than that of the competitors’ (Collis & 
Montogomery, 1995). 

Copying of patents or permissions is forbidden, so they immediately 
comply with the requirement of something difficult to imitate. However, 
not only those resources are difficult to imitate where copying is 
prohibited by law. Something that accumulates at a company over a 
period of time, such as a familiar atmosphere or employees’ experience in 
performing a task can also make a valuable, difficult-to-imitate resource. 

A fundamentally quickly amortising raw material or product, for 
example food, cannot be considered durable, however, there can easily be 
durable resources in the industry, for example, the recipe whereby certain 
foods were made on. 

A resource is valuable only if it can be appropriated. For example, a 
property at a good location can be a valuable resource for a company 
because other companies may be excluded from using it. However, 
resources such as electricity or infrastructure, although they are of the 
utmost importance can also be used by competitors, so they do not create 
competitive advantage for the company. 
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The value of a resource will cease to exist if it is replaced by another 
similar or better resource, for example, if the same product can be 
manufactured from cheaper material. Collis and Montogomery (1995) 
cited the story of steel industry, which suffered a huge loss when 
manufacturers started to produce several of its major products from the 
substitute aluminium. 

If each of two companies has a well-defined, valuable resource that 
complies with the above criteria, then it is up to the competition to decide 
which of the two valuable resources is more valuable. 

The path of development outlined, the shift of value on the value chain 
from production towards the consumer, the continued decline in the value 
added of the product, and the shift of the focus of strategy from a well-
defined static market segment to a dynamic, capability-led management 
resulted in that, in order to improve the cost structure, companies 
outsourced production (Pisano & Shih, 2012). Nowadays even China is not 
a valuable target, as the Chinese labour is not cheap enough for 
companies. Now the focus of outsourcing is shifting from the Far East to 
Africa (Sun, 2017). 

 
Automobile industry in Europe 
 

Table 1. Automobile industry in Europe (2018) 

 
Passenger 

Car 

Light 
commercial 
vehicles up 

to 3.5t 

Medium 
commercial 

vehicles 
from 3.5t 

to 15t 

Heavy 
commercial 

vehicles 
over 15t 

(incl. 
buses) 

Total 

Czech 
Republic 

1,345,031 
 

61 744 1,345,846 

Hungary 430,988 
   

430,988 

Poland 451,600 180,058 
 

15,650 653,700 

Slovakia 1,031,241 
   

1,031,241 
European 

Union 
16,540,052 2,127,857 110,130 427,056 19,205,095 

Visegrad 
countries 

3,350,053 161,055 6,112 13,974 3,531,194 

V4 / EU 
(%) 

20% 8% 0% 4% 18% 

Source: ACEA 2019-2020. 

 
The analysis of the statistics released by ACEA reveals how many cars 

have been manufactured in the European Union this year. The figures 
show that the EU itself has produced nearly 20 million (19.2 million) 
vehicles this year, of which the Visegrad countries contributed actively. In 
terms of passenger cars, V4 countries accounted for 20% of EU 
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production, so every fifth car came from here. Looking at the other 
categories, it can be seen that, of the V4 countries, only Poland was able 
to achieve significant results in the category of light and heavy 
commercial vehicles. It is also interesting that compared to the sizes of 
the countries concerned, the Czech and Slovakian car production is 
several times higher than the Hungarian average, therefore there is still 
room for improvement for the Hungarian market. 

 
Automobile industry in Hungary 
 
In my previous studies, I have already focused on the Hungarian 
automobile industry in a European context. Now I would like to turn my 
attention to the companies which have settled in Hungary from 1989. 
These companies are responsible for the evolution and the growth of the 
Hungarian GDP, as their production and supply chain is stretching across 
the country. 

 
Suzuki 
 
The founding of the Japanese Suzuki company was in 1909, when Michio 
Suzuki produced his first loom. In the 20th century the company became 
the largest loom-creating company in Japan.  

The Hungarian Suzuki Rt. was founded in 1991 at Esztergom. At first 
they have produced automobiles, but soon after they have begun to make 
motorcycles. According to their website the company used materials 
(mostly engines and gearbox) imported by Japan up to 2003. After that 
the Hungarian factory had enough experiences and suppliers to create 
their own material in the country. The company have added much to the 
Hungarian GDP as their cars are mainly sold in Hungary and they use local 
workforce. In 2008 – after 17 years of production – they finished one and 
half million cars in the country, which was a Suzuki Splash (Suzuki). 

 
Opel 
 
The German Opel company was founded in 1862, but they created their 
first car in 1899. According to the company’s history they won their first 
contest two years later. Their headquarters was in Rüsselsheim, which is 
nowadays also a key centre of the company. In the beginning of the 20th 
century the American General Motors (later GM) was bought the company. 
The factories suffered heavily from the bombing of the Allied air force in 
the war, but the biggest problem was the stealing of key blueprints of 
Opel models. Later the Soviet Union produced a new Moskvitch car based 
on the Opel Kadett model. 
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The company have appeared in Hungary in 1990, when the GM has 
made a joint venture with the Hungarian Rába company. The factory was 
created for engine production and car assembly. In 2007 the French PSA – 
the Peugeot- Citroën – have bought the factory in Szentgotthárd in order 
to create a R&D centre of operation in the region. This was the first time 
after 1998 when the Opel have made profit in a year (Opel). 

 
Audi 
 
The Audi Hungaria company is part of the Volkswagen Group. It was 
created in 1993 on the basis of the old Rába Rt. After many years of 
technological advancements, the factory of Győr has become the regional 
centre of motor industry. In 2018 nearly 2 million motors were produced 
with the following characteristics: 1 954 301 total motors, 9453 electric 
motors, 1 099 835 triple-cylinder engines (Otto motors). The company 
has nearly 13 thousand employees in the end of 2018 (Audi). 

 
Mercedes 
 
The Mercedes-Benz has joined the automobile industry in Hungary 
relatively late (2008). After four years of the announcement the factory 
have become active. with four thousand employees, which now is six 
thousand. In 2017 the company had a huge profit with 80 billion 
Hungarian forints. The company has a huge supply chain, which consists 
local and foreign partner as well, including ones with the Hungarian Great 
Plain (Mercedes). 

 
BMW 
 
The Bayerische Motoren Werken AG (BMW) was founded in 1917 and 
created engines for airplanes in the first world war. In 1928 they bought 
the company called Fahrzeugfabrik Eisenach AG, which was creating 
automobiles that time. This was the birth of the new branch of the BMW 
(BMW Autoklub). In Hungary the first BMW vehicles were motorcycles, 
which had huge reputation and respect among the nobility. After the 
economic crisis of 1929 the Hungarian BMW automobile market crashed 
but it could renewed by the late 1930s. In 2018 the BMW announced that 
they selected the city of Debrecen to their new factory. As the project is 
still undergoing we cannot be sure about the investments but we can see 
that the Hungarian government have already made changes into their 
policies (Portfolio 2019). 
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Results 
 
In the following table we can see the result of the analysis using the 
„industrial commons” method. The result would reveal the connections 
between each element like infrastructure, competitors and suppliers. 
 

Table 2. The five automobile companies of Hungary 

 
Suzuki Opel Audi Mercedes BMW 

Buyers 
Leader in 
Hungarian 

market 

Hungarian 
market 

Export, but 
growing 
share of 

Hungarian 
market 

Export, but 
growing 
share of 

Hungarian 
market 

Export, but 
growing 
share of 

Hungarian 
market 

Compe-
titors 

Opel, Audi, 
Mercedes, 

BMW 

Suzuki, 
Audi, 

Mercedes, 
BMW 

Suzuki, 
Opel, 

Mercedes, 
BMW 

Suzuki, 
Opel, Audi, 

BMW 

Suzuki, 
Opel, Audi, 

BMW 

Suppliers 
Hungarian 

supply 
chain 

Hungarian 
and PSA 
supply 
chain 

85 
Hungarian 
suppliers 

Both 
Hungarian 
and foreign 
suppliers 

Both 
Hungarian 
and foreign 
suppliers 

Educated 
workforce 

Older 
traditions, 

local 
experiences 

Older 
traditions, 

local 
experiences 

Local 
experiences
, education 

system 

Local 
experiences
, education 

system 

Local 
experiences
, education 

system 

University 
and 
educational 
institutions 

Programs 
at Óbuda 

University. 
Donát 
Bánki 

Faculty of 
Mechanical 
and Safety 
Engineering 

Trainee 
programs 
at schools 

Faculty on 
university 

(SZIE) 

Faculty on 
university 

(NJE) 

Programs 
at 

University 
of 

Debrecen 
Faculty of 

Engineering  

Infra-
structure 

Main road 
(Number 

11); 
railway, 

strong ties 
with 

Sturovo, 
airport 

Main road 
(Number 

8), railway 

Highway 
M1, railway 

, airport 

Highway 
M5, 

railway, 
airport 

Main road 
(Number 

33), 
connection 

with M3 
and M4 

highway; 
railway, 
airport 

 
In Table 2 we can see that these companies are in a competition in 

Hungary. Although they are not close rivals to each other, as they offer 
different types of cars. We can see a difference between the old 
companies (Suzuki, Opel) and the newer ones (Audi, Mercedes, BMW) as 
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the former ones are relying on the Hungarian – and the neighbouring – 
markets, but the latter is focusing on export. Nevertheless, we can see 
that these cars (like the Audi TT or any other models) are getting a bigger 
slice of the Hungarian automobile market with growing numbers of sold 
cars.  

We can see this difference in the supplier branch. The older companies 
have enough time to create their own supply chain and they could use the 
older traditions (like the ones of Rába company). We have to take account 
the foreign relations (like Slovakia to the Suzuki and Austria to the Opel). 
The “modern” companies have better chance to the obtain an existing 
supply chain or dictate the market. According to Pisano and Shih (2012) 
we can see that supply chain can be manufactured by artificial measures 
like state subvention and tax reliefs. In this case the home state (like 
Hungary) have to create a suitable environment to foreign companies to 
made them settle down. In this case the organic model of development is 
changed into an artificial model of investments. 

In the school area we can see that nearly every company involved into 
the school system. Four out of five companies have strong relations with 
Hungarian universities (only Opel has lack this ability). At the university 
branch we can see that the new companies (Audi, Mercedes) have a huge 
lead as they managed to create a new faculty there. The second level is 
when a company have connection with universities like state-funded 
trainings. Other segment of this theory is the dual school system and the 
extra trainee programs, where nearly every company have success.  

Infrastructure is the most static element of the industrial common 
theory. A special feature of transport infrastructure is that it has a point 
and line-like structure at the same time. In this sense, public roads and 
fixed track systems (railways) represent the first category, while the 
second category includes air and waterways. Taking a closer look, 
however, they are not clear either: while a ring road or junction, as the 
name implies, can break the linear character of roads; an air corridor or 
the water itself gives room and flexibility to the latter category (Brodorits, 
2004). 

The European Union (EU) policy has paid particular attention to the 
improvement of European transport conditions, which was made possible 
by the TEN-T programs mentioned above. In the 2014-2019 period, the 
European Commission subsidized 45 projects, granting EUR 1.1 billion 
(1.07 billion from the Cohesion Fund) was added. Three further programs 
in the territory of Hungary but without Hungarian beneficiaries, were 
subsidized by granting EUR 35.9 million. The majority of the tenders 
realised under CEF (Connecting Europe Facility) were actual 
implementation works (20 projects), there were 11 studies and the rest 
(14) included both. The figure below shows the amount of the subsidies 
concerned. 
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Table 3. CEF Transport funding per transport mode 
 Million euro Number of projects 

Rail 860 11 
Road 133 10 
Inland Waterways 83,3 13 
Air 15,6 11 
Total 1091,9 45 

Source: CEF Transport Grants, 2014-2019 

 
It is clear from the statistics that the railways benefited the most from 

the four major means of transport, with 80% of the total subsidy being 
given to it. The development of public road network, which is relevant for 
the aim of this study, had a relatively modest share of almost 10%. 
However, the development of inland waterways required the highest 
number of projects (EUR 83.3 million), which may be the consequence of 
the concept of environmentally-friendly transport and the opportunities 
lying in the utilisation of domestic rivers. The European Commission has 
provided 86% of the total funding for the development of rail and 
waterway transport, which is an excellent opportunity to tackle the 
challenge of green transport, one of the EU's objectives (CEF Transport 
Guide, 2019). 

Road infrastructure can therefore play a key role in the rise of industrial 
commons. In this system, each element has its own task. Expressways 
and main roads represent the main bloodstream, i.e. the development and 
maintenance of them are of paramount importance for various economic 
activities (trade, services) and tourism itself. Main and secondary roads 
can represent a major economic potential, especially for agricultural 
operators, as their development and maintenance can facilitate access to 
their lands and the transport of products. The role of the local, lower level 
roads in this structure is the involvement of local communities in the main 
bloodstream. This is also significant because, in many cases, this can be 
the only way out of the unfavourable economic and social processes for 
micro-regions. The labour force tends to migrate from the settlements 
permanently, leaving only the elderly people at home. As a result, these 
areas may lose out on large investments, thus they imped the emergence 
of industrial commons. Development of public roads can help to enable 
typically small settlements to join main roads. 

The National Transport Infrastructure Development Strategy, issued in 
2014, detailed the government's views on infrastructure development. 
Programs using both Hungarian and European Union funds can contribute 
to the country's economic competitive edge and create new opportunities 
for the Hungarian economy. The most prominent of the operational 
programs for 2014-2020 is ITOP (Integrated Transport-Development 
Operative Program); its first priority is the development of International 
(TEN-T) road accessibility. 

The first Pan-European transport development was decided on in the 
1990s, with the aim of involving countries outside the Union - the East. 
After lengthy negotiations, the European transport ministers adopted the 
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new, multimodal corridors in 1997, named after the city where the related 
decision was made in: Helsinki. Five of them pass through Hungary, such 
as Corridor IV.  (Berlin - Budapest - Istanbul axis), Corridor V (Venice - 
Trieste - Budapest - Lvov), Corridor V / C. (Plocse - Sarajevo - Budapest); 
Corridor VII (Danube) and X / B. (Budapest - Belgrade) (Fleischer, 2002). 
Fleischer (2002) pointed out at an early stage that the Hungarian 
transport structure, which is in fact a single-centre on (Budapest), faces 
serious challenges, therefore we cannot accept the European efforts that 
make these challenges even more severe. In his opinion, Hungarian needs 
can be helped by North-South and East-West type developments, which 
could both alleviate the burden of Budapest and the resort towns around 
Lake Balaton, and respond to local needs (such as the Szolnok-Veszprém 
motorway). 

Following the EU accession of the region (2004), the perception of these 
routes has changed since they are now part of a common EU strategy. 
That was the beginning of the rise of Trans-European Networks (TENs), 
which are based on national land-based infrastructures. Developing and 
coordinating them can increase cohesion and mobility within the European 
Union, which was one of the prime conditions of the organization (free 
movement) (Kisgyörgy, 2014).  

The construction, operation and maintenance of public roads is 
considered to be a very costly investment and the sector is therefore 
subject to state intervention. Well-constructed roads have a slow return; 
therefore, local governments can only monitor traffic roads of local 
character. 

The tasks of the state related to infrastructure are very broad. They 
include the operation and maintenance of the existing road network. They 
can provide resources for this in different ways: on the one hand they can 
help investments with renovation programs (from domestic or EU 
sources), and on the other hand, they provide funds from the fees related 
to road maintenance. The length of the toll-road network in 2017 
consisted of two major sections. The first includes the expressways 
(motorways), which were then about 1350 kilometres long. The second 
part is made up of toll roads for trucks, which were 6,849 kilometres in 
the same year. 

Due to the state's influence, it also responsible for design and 
construction. Its purpose is to enforce national economic aspects, which 
may have several elements. From the economic point of view, the most 
important aspect is to ensure adequate competitiveness and the 
establishment of industrial commons as mentioned above. The essence of 
top-bottom organization in the formation of industrial commons is that 
government decision-makers can use the infrastructure to attract 
investors to the country to develop the national economy with a multiplier 
effect. An excellent example of this is the formation of the Hungarian and 
Slovakian automotive industrial common. 

The figure clearly shows the geographical location of the automotive 
manufacturing capacity. In my previous work (Duczon, 2019) I have 
already presented a detailed analysis of this. From our point of view, it is 



38 

worth paying attention to the peripheral areas of the country. As industrial 
commons evolve, there is a tendency to have parts of the country that do 
not benefit from them. They include the southwest and northeast of the 
country, which do not fit into the existing structure. Therefore, it is a 
priority task for the state to ensure that these regions are somehow 
involved in this system. This could be achieved by the development of 
education or, for example, a through a series of infrastructure reforms. 

The government therefore intends to develop intra-country mobilization 
in several ways in order to reduce lagging regions and increase economic 
investment. This could include connecting county seats and towns with 
county rights into the motorway network. a good example of this was 
taking motorway M6 to Pécs. The next step could be the extension of the 
various existing motorways to the national borders, whereby transnational 
- regional - economic relations could be developed, too. In addition to 
maintenance tasks, improvements and developments are also needed, 
including the construction of bridges, bypasses and 2x2-lane highways as 
part of the national strategy. 
 

Table 4. The Key Data of the Hungarian road infrastructure in 2017 

Indicator / dimension 
Length of motorways per 

100,000 inhabitants  
(km) 

Length of expressways 
per 100,000 inhabitants 

(km) 

Central Hungary 4,9 14 

Central Transdanubia 18,7 24,7 
Western Transdanubia 12 33,4 
SouthernTransdanubia 26,3 38,2 
Transdanubia 18,8 31,7 
Northern Hungary 12,3 15,3 
Northern part of the Great 
Plains 11 13,5 

Northern part of the Great 
Plains 

14,2 17,2 

The Great Plains and the 
Northern areas 

12,4 15,2 

Source: Figures in the table have been calculated by the author based on 2017 data by 
KSH 

 
It can be concluded from the data that Southern Transdanubia is the 

worst in terms of motorways (26.3 km of motorway for 100,000 
inhabitants), followed by Central Transdanubia (18.7 km for 100,000 
inhabitants). Northern Hungary, mentioned above regarding automotive 
industry, boasts better conditions in this respect, with having 12.3 km of 
motorways for a hundred thousand people in 2017. It can be stated that 
Transdanubia, especially its south-southwest corner, has a significant 
disadvantage in the development of motorways, which cannot be 
mitigated even by the industrial unit located in the western part of the 
area (Szentgotthárd, car factory). A similar trend can be observed in 
terms of expressways. Southern Transdanubia has the worst situation 
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once again (38.2 km for one hundred thousand people), followed by 
Western Transdanubia (33.4 km for one hundred thousand people). In 
contrast, Northern Hungary boasts better figures in the same indicator: it 
has 15.3 km of expressways per 100,000 inhabitants. Taking a closer look 
at the 2017 data, one can have a better understanding of the strategic 
vision behind government development programs such as Intermodal 
nodes. It also draws attention to the regional disparities that the 
government must pay attention to if it is to avoid destabilizing the 
country. 

According to Table 2 we can see that nearly every company have good 
infrastructure. Studies shows that nowadays railroad system is not as 
significant as it was twenty years ago. The Opel at Szentgotthárd have 
difficulties as it is far from the Hungarian centre markets and have to rely 
on railway. The Suzuki at Esztergom lacks a highway connection but it has 
foreign partners close (Sturovo, Slovakia). In the case of modern 
companies, we can see that they have good infrastructure relations as the 
government involved into this area. The above mentioned national 
development concepts was based on corporate needs as the Hungarian 
government tried to make a positive area for the foreign companies. This 
was also true in the story of Debrecen as it is the second biggest city of 
Hungary but lacking any automobile industry. 

At last but not least we have to turn out attention to the aerial routes 
and airports. This infrastructural branch has dotted and lined 
characteristics, as airports and air space is also involved. The older 
companies have weaker opportunities of aerial transport as they lack big 
international airports. Esztergom only has a small airport, but 
Szentgotthárd has no airport nearby (Sármellék is nearly 100 kilometres 
away). The other three companies have large airports close by like 
Kecskemét, which has a civil-military facility. 

 
Conclusion 
 
In my paper I analysed the Hungarian automobile industry with the help 
of the industrial commons idea by Pisano and Shih (2012). Their idea was 
based on Western experience but it has lesson to European country like 
Hungary as well. After looking statistics of European and Hungarian 
automobile production we can see the Hungarian automobile industry in 
motion. The biggest result is that the five involved companies can be 
divided into two groups: the older ones (Suzuki, Opel) and the modern 
ones (Audi, Mercedes-Benz, BMW). We can see differences in education 
and supply chain system, but the biggest experience is the scientific 
impact of these companies. We can see that nearly every company have 
relations with local universities but only two have independent faculties 
there (the Audi at Győr and the Mercedes at Kecskemét). By using the 
method of Pisano and Shih (2012) we can analyse different industrial 
branches like tobacco and pharmaceutical industry as well. 
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