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Editorial Foreword

Dear Readers, 

This is the fourth English selection of articles since the start of the 
theoretical forum of the Hungarian intellectual left, Eszmélet in 1988. 
This volume introduces the theoretical approaches of the Hungarian 
system-critical intellectuals and offers a selection of their writing about 
the operation of contemporary capitalism, as well as analysis of the 
historical experiences of socialism with the perspective of finding new, 
anti-capitalist ways. 

On the one hand, our volume provides a multi-disciplinary picture: it 
encompasses analyses from the fields of history, philosophy, econom-
ics, sociology and political science. On the other hand, we also wish to 
emphasize that, contrary to the bourgeois approach, which divides the 
sciences into separate fields, we seek to use a different method. The 
bourgeois tendency, resulting from a positivist standpoint, adopts ‘the nega-
tive phenomenon of colliding authorities’ – as György Lukács wittily put it. 
Instead of ignoring the connections between the different disciplines, a 
critical theoretical approach always has an interdisciplinary character: as a 
methodological consequence of the principle of totality, it aims to reflect the 
general processes and connections between separate scientific fields.

Though our journal frequently publishes analyses on the Hungarian 
(and Eastern European) intellectual life and culture – i.e. the miserable 
state of the Hungarian media or the specifics of an election – these writ-
ings are closely tied to local circumstances and so may not attract foreign 
readers. Instead, we wish to inform our foreign readers and friends about 
the severe contradictions of the Hungary’s social transformation as a 
counterpoint to the apologia of the local party elites and their intellectual 
supporters, who celebrate the reborn bourgeois system (and thus, at the 
same time, themselves).

This volume consists of three main thematic units. The first tries to 
outline the deep impact the enlargement of the European Union has 
made on Hungary’s development and shows the consequences of closer 
European integration and the fundamental transformation of the country’s 
future perspectives. József Böröcz’s study analyzes how a new hierarchi-
cal, ‘imperial’ structure evolved and László Andor describes Hungarian 
unemployment trends within the new structure.

The articles in the second part deal with the transition of the Hungarian 
society. Erzsébet Szalai gives a detailed picture of the transformation of 
the Hungarian working class and the changing role they play in our soci-
ety; Eszter Bartha analyzes changes in workers’ consciousness. László 
Laki describes the transformation of the countryside and demonstrates 



5how a working agrarian system has fallen apart leading to the present 
regression of the Hungarian agriculture.  

Finally, the third part covers the theoretical heritage of the socialist 
past and seeks to reveal the meaning of ‘actually existing’ socialism. It 
examines debates that can promote the case of socialism in Hungary 
and worldwide in the attempt to develop a socialist perspective of transi-
tion, current and future challenges. The studies of György Wiener, Péter 
Szigeti and Tamás Krausz deal with these problems, sometimes critically 
addressing each other’s perspective. However, each of these three theo-
reticians agrees that ‘actually existing’ socialism cannot be adequately 
defined by the term ‘state capitalism’. Each is well aware of the fact that 
debates about the nature of socialism are inevitably influenced by the 
present Eastern European intellectual climate in which the mainstream 
nationalist and liberal intellectual approaches compete with each other 
in the criminalization of the entire history of socialism. 

Since the organizational, political and financial power of the Hungar-
ian anti-capitalist left is regrettably weak, we do not present here our 
pragmatic-political experiences of resistance. This weakness is, at any 
rate, inseparable from the process of the disintegration and re-structur-
ing of the Hungarian society and the consequent intellectual decay that 
has set in throughout Eastern Europe with the system changes and the 
hegemony of neoliberalism in respect of social and political theories. In 
Hungary, the social forum movement, which rejects the total and global 
reach of capital’s power, has not yet acquired a base in society though 
it has received support from Europe and other parts of the world. The 
politics of the official, parliamentary ‘left’ treats the conflicts of capitalist 
private property and the market economy with traditional parliamentary 
methods. We consider this kind of politics as bourgeois left-wing which 
remains within the framework of managing local and global capitalism. 
Because of the narrowness of intellectual horizons and lack of perspec-
tive, the official ‘left’ has no serious, independent, left-wing, socialist 
message about economy, social policy and ideology.

On the one hand, authentic, influential public forums continue to ex-
ercise the ‘monopoly for interpreting existence’ and, as a consequence, 
the spirit of social self-defense is very weak in Hungary. On the other 
hand, the people’s passive behavior and their narrow political vision, 
fixated on the shift-system of changing governments, reproduce extant 
social conditions at the same level. The liberal-conservative consensus, 
between the powers of the pro-capitalist left and the national-conserva-
tive right, guarantees that critical or openly anti-capitalist intellectual and 
political tendencies are pushed to the periphery. Yet, behind the scenes, 
a system-critical intellectual trend has started to emerge over the last 
decades with its roots in a radical left-wing critique of the process called 
‘globalization’. Our selection of writings in this volume – we hope – gives 
a taste of the movement and dynamics of this ‘general process’.

Budapest, July 2005 Tamás Krausz – Péter Szigeti
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6 JózSEF BöRöcz – MAHUA SARKAR:

What is the EU?

Not a State 

The history of west European integration presents numerous instances 
of disunity, posturing and contentious bargaining. And yet, the introduc-
tion and apparent success of the common currency—the Euro—seems 
to have in effect marginalized the view, not uncommon in earlier writing, 
that the EU is ‘just’ a customs union or an intergovernmental organiza-
tion. Notwithstanding the continued appeal of observations such as ‘the 
member states of the EU have with surprising success defended their po-
sitions as the masters of their economy’ (Streeck, 1996:65), or that the EU 
continues to be ‘characterised by a [. . .] dualism between supranational 
European law and intergovernmental European policy-making’ (Scharpf, 
1996:15)—an image of the EU as a unified, single entity, very much like 
a state, has come to dominate the literature. This is so even though, 
as Philippe Schmitter has recently shown (1996b:133-8), statehood is 
clearly only one of the logically possible outcomes of political integration 
in western Europe. There is, of course, much disagreement about what 
kind of a (quasi-)state the EU is or could be (federal-supranational or 
confederate-intergovernmental, unified-single-layer or multi-level, central-
ized or decentralized, etc.). There is even a dispute regarding whether 
the EU represents a meaningful unit of analysis at all (Stone-Sweet and 
Sandholtz, 1998, caporaso et al., 1997)—a point to which we shall return 
at the end of this essay. It is also clear that, in general, ‘states are not the 
exclusive and may no longer be the predominant actors in the regional/
international system’ (Schmitter, 1996a:6). Yet, the conceptual tools and 
the emphases in the literature on the EU reveal at least an implicit pro-
clivity to seeing the EU through the looking-glass of the west European 
state. This is coupled with and, in our view, partly explained by, a nearly 
universal tendency in the literature on the EU to disregard the external 
aspects of the EU’s structural features and its behaviour that might help 
shed light on the specificity of the EU as a geopolitical entity. 

At first glance, the ‘state’ analogy seems to work reasonably well. The 
European Union holds regular elections and its Parliament routinely is-
sues ‘laws’ and ‘regulations’—all commonly the preserve of the state. It 
has a powerful bureaucracy in the Weberian sense, and even carefully 
crafted institutional narratives commonly referred to as the EU’s official 
‘policies’ (e.g., trade, competition, finance, etc.). The EU’s daunting output 
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7in legal materials—the Acquis Communautaire—is by and large adhered 

to, both within the EU and outside of it. It has a central body—the 
commission—whose organizational components, the Directorates-
General, are assigned tasks whose distribution shows some strong 
resemblance to the responsibilities of ministries in the government of 
any modern state. The commission’s recent President, Romano Prodi, 
has repeatedly reinforced that analogy by referring to the commission 
as just that: the EU’s ‘government.’ The EU also has a council, serving 
as a collective presidency. It has a court of Justice and a central Bank, 
with the latter safeguarding the stability of a common currency that 
has been, since early 2002, the sole legal tender in the wealthiest and 
most powerful twelve of the twenty-five member states as of mid-2004. 
The European Union has no provisions for expelling member states, 
and even the question of suspension only emerged in the context of 
‘eastern enlargement,’ as recently as the Amsterdam Summit of 1997. 
An EU-wide institutionalized political mechanism has recently produced 
a legal text referred to as ‘the Constitution,’ awaiting ratification by the 
member states. The EU also maintains embassies abroad and regularly 
signs treaties with states. Finally, and perhaps most significantly, the EU 
commands a certain geopolitical weight—as manifested in its ability to 
both influence its immediate environment and project its power to the 
world outside—that is matched only by a handful of actors on the world 
scene, all of whom are states. Given those features, the European Union 
is, clearly, some kind of a public authority that looks, in some important 
respects, like a state. 

There is, however, one crucial aspect of the EU’s organisation that sets 
it fundamentally apart from a conventionally defined state: the EU has 
no executive apparatus. While the commission may be referred to as 
the government of the EU, the reference remains merely metaphorical 
since the EU has no executive machinery1 below the level of the Directo-
rates-General. According to the definition prevalent since Max Weber, a 
state is that organization which has a monopoly on the use of legitimate 
violence within a given territory. The EU, in contrast, has no such mo-
nopoly over the use of legitimate violence; indeed, it has practically no 
means of coercion of its own at all, except for the recently established, 
but not nearly fully operational, Rapid Reaction Force whose command 
structures and tasks are as yet un-finalized. Consequently, as was clear 
during a political stalemate in 2000—inaugurated by the accession to 
power of a ultra-right wing coalition government in Austria that the other 
European governments deemed ideologically undemocratic and, hence, 
politically unacceptable2 —the EU has no exclusionary provisions, and 
in fact almost no institutional arrangements for disciplining and punish-
ing member states for purported misbehaviour. It thus lacks a capacity 
to act autonomously vis-à-vis actors, within its own area of jurisdiction 
or outside. As we see it, given this crucial absence in terms of executive 
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8 abilities, the EU simply cannot qualify as a state as conceived by con-

ventional definitions of statehood. 
One might of course argue that there are other states, in the postco-

lonial or post-state-socialist third world for instance, whose executive 
apparatuses have been so undermined by various political and economic 
crises that they have ceased to function adequately as states. The EU, 
however, is not such a case of diminished state capacity whose execu-
tive apparatus has been destroyed, or is powerless vis-à-vis external 
forces. What distinguishes the EU, in our reading, is that it has never 
had—nor has it ever sought to develop—any executive apparatus to 
speak of and, yet, it functions quite effectively, and it wields considerable 
global power. 

Public Authority without an Apparatus: Enforcement via Linkages

How, then, does the EU achieve the remarkable success of having its 
Acquis generally adhered to by actors both in- and outside the EU? More 
importantly, how does the EU as a non-state accomplish the most im-
portant geopolitical requirement of shaping its international environment, 
made up of states, to its advantage? How, in other words, can public au-
thority function without a monopoly over the means of coercion? On close 
scrutiny, what emerges is an elaborate system that involves four main 
mechanisms through which the EU achieves execution of the Acquis 
and manages to project its power to its environment: apparatuses of the 
member states, intergovernmental organisations, the process of ‘eastern 
enlargement’ and, finally, the workings of transnational corporations. In 
the following section of the paper, we will consider each of these mecha-
nisms/apparatuses through which the EU functions a little more closely.

Apparatuses of the Member States

First, the Acquis is executed, and the EU’s geopolitical interests are 
furthered, by the state apparatuses of the member states. Full member-
ship in the EU implies that the member state must carry out the Acquis 
as its own law. This of course presents a set of political difficulties as the 
legitimacy structures of the member states are radically different from 
that of the EU’s various legislative and regulatory bodies. In this sense, 
the famously elegant official formula used widely to describe the EU as 
an organization ‘sharing and pooling of the member states’ sovereignty’3 
denotes a contractual relationship in which the EU is ‘riding on the back’ 
of the member states, becoming in effect a meta-state itself. 

A meta-state, however, is not a state. The executive functions of a state 
rest on a crucial link between legislative authority and legitimating pow-
ers provided by the collective body of citizens. The lack of an executive 
apparatus puts the EU always at a one-step removed relationship from 
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in what is an extremely complex and sensitive relationship between citi-
zenries and the legislative and executive apparatuses of ‘their’ state. The 
consistent tendency of west European voters to turn out in elections for 
the European Union Parliament in proportions significantly smaller than 
for the legislative organs of their own states—a gap of an average mag-
nitude of 24.4%,4 ranging5 between 2.9% (Ireland) and 10.4% (Lithuania) 
to 53.4% (Slovakia) and 42.5% (Sweden)—is just one, tangible expres-
sion of the thinness of the EU’s legitimacy as a meta-state. Much of the 
anti-EU rhetoric and political activism in western Europe today, coming 
especially from the extreme right, exploits that distance and the wide-
spread concern among the citizens of the current member states with it. 
This removal also contributes to substantiating the charges that the EU 
is an undemocratic institution. 

Intergovernmental Organizations

A second, and even more interesting, mechanism through which the 
EU manages to wield its considerable power, especially over the world 
outside its boundaries, is by virtue of the concurrent membership of its 
member states in such intergovernmental organizations and strategic alli-
ances as the WTO, the IMF, the EBRD, the WEU, the OScE, the UN and 
its myriad specialized agencies, and NATO. Military capacity is among 
the most significant executive functions of states, and it is obviously cru-
cial for the projection of the international power of large polities. How a 
public authority’s defence is organized is, therefore, of prime relevance 
to understanding its nature. 

As it turns out, the bulk of what counts as the European Union’s global, 
strategic defence takes place under the aegis of NATO, that is, a set of in-
stitutional mechanisms that is far from, indeed much bigger than, a simple 
derivative of the ‘sharing and pooling’ of the member states’ respective 
military and related apparatuses. The fact that NATO provides de facto 
defence to the EU is made possible by, but by no means follows simply 
from, the fact that many EU-member states also happen to be members 
of NATO. Rather, the arrangement comes with deep historical roots in 
the cold War, and is one of the clearest indicators of the EU’s origins in 
that four and a half decades’ long bipolar geopolitical standoff. The EU, 
thus, successfully transfers—one might even say, subcontracts out—to 
NATO, albeit via its member states, one of the key functions of state-
hood: defence. This is a truly remarkable arrangement: The EU’s external 
defence is provided (and to a certain extent paid for) by an organization 
which neither the EU itself nor its member states control, indicating the 
existence of a particularly strong set of geopolitical ties between the north 
American and west European nodes of economic and political interests 
in the contemporary world system—a point we shall revisit shortly.
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A third distinctive mechanism through which the EU achieves adher-
ence to the Acquis is its project of ‘eastern enlargement,’ whereby the 
legal authority of the EU is inserted into the states located on the EU’s 
immediate eastern and south-eastern perimeter. A crucial precondition 
for application for full membership, and one of the key criteria according 
to which the applicant states have repeatedly been evaluated, is trans-
position and implementation of the EU’s Acquis (see, e.g, Böröcz 2000, 
Kovács and Kabachnik 2001 and Kovács 2001). The applicant states 
have accepted this imposition of direct legal authority, and the attend-
ant relinquishment of sovereignty to a foreign authority, in exchange for 
associate membership in the EU that is widely recognized to be asym-
metrically benefiting the EU in both economic and geopolitical terms, and 
what seemed at the time as some vague promises of full membership in 
the unforeseeable future. 

It is crucial here to distinguish ‘eastern enlargement’ from the concept 
of accession which refers to the eventual act of an applicant state for-
mally joining the EU as a full member so that it is granted the appropriate 
number of seats in the EU’s commission, council, Parliament and other 
organs. ‘Eastern enlargement’ may not result in accession, as the states 
and societies of Romania, Bulgaria and Turkey (invited to join the proc-
ess of ‘eastern enlargement’ along with the other ten applicants in the 
mid-nineties but barred from accession in the 2004 round) have recently 
learnt first-hand. Accession ought to be distinguished, further, from full 
inclusion, which involves the extension of equal union-wide rights to all 
citizens of the member states. Formal accession does not necessarily 
mean full inclusion; the reluctance of most already-member states to 
open up their economy for east European labour6 has ensured that the 
full spectrum of the rights involved in EU-citizenship (including the right 
to free movement, settlement and work) will be extended to the citizens 
of the states that achieved formal accession in the 2004 round only after 
an additional seven years. Needless to say, no such restrictions apply to 
EU labour or capital from the already member states, should they seek 
entry into the ‘eastern applicant’ countries, with the exception of some 
restrictions on the immediate purchase of east European agricultural land 
by EU-based agribusiness.

Meanwhile, since implementation of the Acquis is a precondition 
for becoming a serious applicant in ‘eastern enlargement,’ i.e., its 
implementation by default precedes accession by several years, the 
applicant states are exposed to the pressures of having to undertake 
all substantive responsibilities of membership, especially in the realm 
of opening their borders for EU capital, without any of the rights of full 
membership. Although membership involves dues payments—an obliga-
tion the applicants avoid until accession—, the subsidy flows and badly 
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are expected to represent an amount many times higher than dues. The 
longer the waiting time between the onset of ‘eastern enlargement’ and 
the completion of full accession, the more likely that the attendant ‘interim’ 
imbalances will become intrinsic to the very structures of these societies, 
especially since such imbalances are the hallmark of the east European 
history of capitalism.

Such structural conditions of dependence on a foreign authority for 
laws and regulations make the situation of east European applicant 
states somewhat similar to that of ‘dependencies,’ ‘protectorates,’ and a 
form of externally supervised government reminiscent of the history of 
colonial empires as ‘indirect rule.’ In the case of the EU-eastern Europe 
relationship, the weight of external authority in eastern Europe has been 
particularly pronounced in the area of economic policy. For the entrants 
during the 2004 round of accessions (who will enjoy equal rights within 
the EU by 2011), this quasi-dependency status will have lasted for 18 
years. For next-round members Romania, Bulgaria and Turkey—optimis-
tically assuming only a five-year delay—it can be expected to be cca. 23 
years (see also Böröcz 2003).

Transnational corporations

To put a very complex web of interconnections simply, the European 
Union has been, clearly, a joint project of some key segments of the rul-
ing classes of western Europe and north America (see, e.g., Pijl, 1984 
and Arrighi, Barr and Hisaeda 1999:138-40, and Anderson 1997:57-63) 
throughout its history, so much so that scholars have recently begun 
speaking about ‘transatlantic governance’, a separate and clearly identifi-
able institution of the contemporary global economy (see, e.g., Pollack 
and Schaffer 2001). An EU-watchdog nongovernmental organization has 
recently warned7 that the European Union and the United States, under 
lobbying influence by multinational corporations active on both conti-
nents, have begun extended negotiations concerning the construction 
of a north-Atlantic free trade area and customs union. The power of this 
lobbying efforts is illustrated by the fact that, at one of its last sessions 
before the 2004 elections, the EU Parliament adopted a resolution that 
calls for ‘the launching of a 10-year Action Plan aimed at deepening and 
broadening the transatlantic market, as well as the transatlantic economy 
and monetary cooperation, with the goal of a barrier-free transatlantic 
market by 2015.’8

The EU represents an ‘elite pact’ between some of the world’s most 
powerful business organisations—the transnational corporations based 
and/or active in western Europe—and the group Volker Bornschier and 
Patrick ziltener (1999: 35-6) call the ‘political entrepreneurs’ of the Brus-
sels centre. As part of this pact, the EU provides EU-based transnation-
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In exchange, the EU enjoys adherence to the Acquis and projects its 
power partly by way of the worldwide activities of the west European 
transnationals. The pronounced role of the transnationals in produc-
ing economic dependence, including technological, financial and trade 
dependence and the transformation and appropriation of the property 
structures, has been widely documented in the literature on economic 
development. (For excellent summaries, see Gereffi 1994, McMichael 
1996, or Sampat 2003.) 

The recent transformation of the economies of the EU’s former-state-
socialist neighbours provides a particularly good illustration for the crea-
tion of this kind of dependence not only through foreign direct investment, 
trade and technological means, but also by way of the forced transfer 
of regulations, the systematic influencing of economic policy, as well as 
legislation on military, border policing, educational, health and other social 
issues, irrespective of whether they are part of the EU’s competencies. 

During the last period of their state-socialist history, the societies of 
east-central Europe experienced a rather unique system of external 
linkages described as dual dependency (Böröcz, 1992a, 1992b, 1993). 
This structure emerged as the result of a number of parallel processes, 
among which the introduction of partial market elements in their economic 
system in the late 1960s-to-mid-1970s, the turn of their states to subsidis-
ing the private consumption of non-essential commodities, and the pres-
sures experienced by their states due to the global explosion of fossil fuel 
energy prices (on which their economies were very heavily dependent) 
may have been the most significant. While the Moscow centre of the state 
socialist world continued to maintain a firm geopolitical authority over 
them, the societies of east-central Europe also came increasingly under 
a peculiarly late-state-socialist form of economic dependence on western 
capital, primarily in the form of a fast escalating indebtedness (Andor and 
Summers, 1998:8-16). The collapse of state socialism in the late eighties 
involved the gradual, disciplined self-removal of the Soviet geopolitical 
grip over eastern Europe (hence releasing one of the two prongs of their 
dual dependency) and, with it, the last remaining institutional vestiges 
of society-wide social protection mechanisms, inherited from the state-
socialist period (Ferge, 1997, Thoma 1998, Bereti 2003). Partly because 
of their already existing linkages of dependence on west-European-
based transnational finance capital, and partly due to the power of the 
new geopolitical logic created by the single unified and ever deepening 
west European integration, the societies of east-central Europe quickly 
fell into a situation of a new kind of intense, singular dependence on the 
EU. Much of the modern history of eastern Europe is, of course, that of 
dependence on various west European states. In this sense, post-state-
socialist dependency is unique only in two regards: in its intensity, and 
the fact that the west European location—the central object of eastern 
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a situation of intense dependency on a singular, locally hegemonic actor 
that is unprecedented in the region’s history. 

Late-state-socialist debt dependence was soon converted into trade 
and investment dependence, and by the time the EU’s new applicant 
states came within arm’s length of the European Union, they were al-
ready profoundly transformed into export-oriented, second-tier service 
and manufacturing sites, with their collapsed state-socialist industries 
reconstructed almost exclusively by foreign capital, under spectacular 
tax breaks, to produce primarily for the EU market.9 By the time of the 
first round of formal accession in 2004, west European manufacturing 
transnationals have established joint control with finance capital over the 
process of valorising the resources of the former-state-socialist econo-
mies on the EU’s eastern perimeter.

The concept of external economic dependence was developed initially 
to conceptualise Latin America’s economic, political and social histories 
in the 1960s and 1970s.10 However, the analogy between Latin America 
and eastern Europe goes only so far, since the United States—Latin 
America’s main regional metropole—is a state in the Weberian sense, 
possibly the most powerful, hegemonic state of post-world-war-II period of 
the world economy; the EU—eastern Europe’s metropole—on the other 
hand, is not a state but an evolving, in many respects rather elusive, 
public authority with an economic and geopolitical power that is compa-
rable to that of the US, but without direct access to comparable means 
of coercion, which functions through a set of highly complex but flexible, 
subcontracting mechanisms that we outlined above. In the closing sec-
tion of this paper we turn to an analysis of this flexible nature of the EU’s 
linkages and assess some of its possible implications. 

The Centrality of External Linkages

One persistent tendency in the literature on the EU, especially in the 
debate carried on mostly by political scientists over the nature of the 
EU—whether it is a ‘federative’ or ‘confederative’ structure—is to fo-
cus exclusively within. In this, that debate shares the shortcomings of 
the ‘sharing and pooling of sovereignty’ formula that we have already 
discussed. The EU, in such a formulation, is imagined as a product of 
some kind of summation of its parts. Discussions that follow from that 
assumption therefore only articulate those precise institutional and legal 
conditions that would realise that imagined summation. 

Our reading of the EU, however, points to an urgent need to situate the 
EU within a wider, global context.11 For, three of the four key institutional 
mechanisms we discussed above, through which the EU accomplishes 
the execution of its Acquis and achieves the internal and external stabil-
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technology-intensive form of accumulation in which its economies 
specialize, involves actors, processes, structural conditions and conse-
quences outside of the EU itself. Those external actors, processes and 
structures are not incidental to the EU’s functioning; they are the pillars 
on which it rests. 

There is perhaps an even more compelling, deeply historical reason 
for contextualizing the EU globally in order to understand just what it 
is. One of the least evoked aspects of the EU is the historical role of its 
member states and their predecessors in creating the most fundamental 
structures of the world commonly known as the world economy and 
the interstate system today. The states that constituted the European 
Union at the turn of the twenty-first century are the same states that had 
exercised imperial rule over nearly half of the inhabitable surface of the 
globe outside of Europe just two to three generations ago. As recently as 
the early nineteen-thirties, their colonial possessions amounted to nearly 
three-fourths of all the foreign territorial holdings in the world and covered 
almost half of the inhabited surface of the world outside of Europe. Table 
1 summarizes some data relevant to this point.12 

Table A. 
Overseas Possessions of the Member States of the EU (as of 2002) in 

1878, 1913-14, 1933 and 1939, Area [thousand square km], 
Proportion of Total Landmass of the Globe without Europe, 

and Proportion of World Territorial Holdings [%]

1878 /a/ 1913 /a/ 1914 /b/ 1933 /a/ 1939/b/

Land area of colonial 
possessions by pred-
ecessors of current EU 
member states [000 
km2]

38627 57196 55392 57533 36206

Land area of colonial 
possessions by pred-
ecessors of current EU 
member states as % 
of inhabited surface 
of the globe outside of 
Europe /c/

31.1% 46.1% 44.6% 46.3% 29.2%

Land area held by pred-
ecessors of today’s EU 
member states as % 
of world total territorial 
holdings /d/

57.8% 73.4% 73.6%

Sources: 
/a/ computed from clark 1936 (Table I, pp 23-4) by summing the “mandates,” 

“dependencies” and “self-governing territories” of the United Kingdom, France, 
Italy, Belgium, Denmark, Germany, Netherlands, Portugal and Spain.
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data.
/c/ The total land surface of the globe is 148.941.000 km2. From this, we 

subtracted the area of uninhabited Antarctica (14.235.000 km2) and Europe 
(10.507.630 km2). This leaves 124.188.370 km2 inhabited territory outside of 
Europe. Source: Hammond 1913.

/d/ computed from clark 1936, Table IV, (“Percentages of Territorial Holdings 
of the Western Powers”, p. 32) by subtracting form the cells “Total Western Hold-
ings” in “World Total” the “United States” in “World Total” and “International Areas” 
in “World Total.”

A number of significant historical corollaries follow from the connections 
summarized in this simple table. First, this is a reminder that the Euro-
pean Union is the historic heir to those states which have literally carved 
up the rest of the world for centuries. As French political geographer 
Michel Foucher (2001) points out, ‘[o]utside of Europe, approximately 
60 per cent of the borders of current envelopes are of external origin not 
having been drawn by the states adjoining them today’ (160). Nearly forty 
percent of those lines (ibid.) have been drawn by the British and French 
imperial powers alone. This of course also applies within Europe so that, 
for instance, practically all current borderlines in central and eastern 
Europe have been drafted by west European imperial powers as part of 
the dissolution and re-organization of various local empires.

The history of modern west-European-centred empires and colonial-
ity—i.e., the very history of capitalism and modern statehood worldwide—
is but the history of the long-term exploitation of the extra-European 
societies subjected to the imperial pursuits of a handful of west European 
states and agents acting on their behalf. The EU’s reliance on external 
actors, processes, and structures today has, therefore, a powerful history 
behind it: the west-European imperial states’ matter-of-fact subjugation 
and exploitation of actors, processes, structural conditions outside of 
Europe. That history works both as a system of path dependence (limiting 
actors’ ability to take new directions) and as an institutional component 
of global hegemony: a storehouse of inherited socio-cultural patterns 
of thinking about, and behaviour concerning, ‘Europe’, the rest of the 
world and that very distinction. If seen as an organization that ‘shares 
and pools’ its member states’ sovereignty, then the EU should also be 
recognized as sharing and pooling its member states’ historical record of 
imperialism and colonial extraction from the rest of the world.

Second, the history of empire and coloniality continues to be of enor-
mous economic, political, cultural, moral and geopolitical significance. 
The existence and character of the imperial-colonial ties constitutes the 
single most potent variable that explains the early emergence of some 
west European states to a position of global power. The most powerful 
current consequence of that history is the remarkably advantageous 
subsequent position the societies of western Europe enjoy in the world 
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power is, in turn, a defining aspect of the EU’s daily reality, as well as a 
key reason for its attractiveness to applicants for full membership. The EU 
shares and pools in its member states’ colonial loot, and the applicants 
are now asking for a share.

Third, the EU’s construction was coterminous not only with the begin-
nings of the cold War, but also with the collapse of western Europe’s 
colonial empires. Evidence from French plans regarding the then-nascent 
EU suggests that, at its inception in the 1950s, continued colonial en-
gagement was clearly understood as a compelling, constitutive element 
of the idea of an intensifying west European integration. For instance, 
as Jonathan Gosnell (2002) has recently pointed out, France’s role in 
the west European association of states was matter-of-factly expected 
to involve incorporation of France’s ‘special relationship’ with a large part 
of the extra-European world through the Union Française, i.e., France’s 
colonial empire—a move that Aimé césaire seems to have anticipated, 
in as early as 1950, when he wrote his seminal Discourse on Colonialism 
(2000 (1950)) partly in response to emerging plans for a pan-west-Euro-
pean structure of integration, discussed in western Europe as a future, 
benign structure of integration for Europe ‘after Nazism.’

The success of anti-colonial struggles, leading to the collapse of the 
global system of colonial capitalism, prevented the creation of a pan-
west-European meta-empire that would have united the most powerful 
west European imperial states, including their colonial empires, in a single 
west-European colonial monolith. It would be both naïve and ill-informed, 
however, to claim that the EU’s current reality can be meaningfully deci-
phered without taking into account the historicity of empire—that is, the 
historical impact of empire on today’s world. The various postcolonial 
‘commonwealths’ are but concrete organizational reminders of the exist-
ence of historically very-long-lasting, unequal, neo-colonial relationship 
that keep large parts of the postcolonial ‘third world’ tied to their former 
rulers in Europe in ever-renewed binds of dependence. In this sense as 
well, the EU shares and pools its member states’ neo-colonialist projects, 
including the blatantly asymmetrical links to their former colonies—much 
of today’s ‘third world.’ 

The only aspects of this postcolonial dependence that enter into dis-
cussions about the EU’s future are the Europe-bound human flows that 
have resulted from those asymmetrical linkages and the involvement 
of the wealthiest west-European states in providing aid to their former 
colonies. The massive, continued centripetal transfers of economic value, 
the aftermath of sustained political violence, imperial wars and genocide, 
the ceaseless projection of military-strategic power through ‘spheres of 
influence,’ the ongoing destruction of the cultural, political, moral and re-
ligious fibres of the formerly colonial, now formally independent societies 
left often with little to no resources of their own, are conveniently elided. If 
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must be relevant to all other areas as well—most significant perhaps, to 
the question of what the EU is.

Decolonization is hardly complete today. An online world atlas14 pro-
vides a list of fifty-eight ‘dependencies and territories’ in the contemporary 
world. Of those, fifteen are still marked as ‘British,’ nine are ‘French,’ two 
‘belong’ to Denmark and another two are marked as ‘Dutch.’ Altogether 
thirty, i.e., more than half of the world’s de facto dependencies today, are 
under the direct control of colonial states that are members of the EU. 
Because of its members’ continued involvement, the European Union is 
undeniably in the colonial business in the four-hundred-year-old sense 
of the word as well. Any accurate map of the EU would have to include 
such locations as, e.g., the Virgin Islands and the Falklands, Martinique 
and Réunion, Greenland and Aruba. In the light of the EU member states’ 
colonial past, it is hardly surprising that the European Union’s recent 
commissioner for External Affairs15 is none other than the last British 
colonial governor of Hong Kong. The late-twentieth-century notion of 
west European state sovereignty emerged in the context of an imperial 
world order, dominated by the colonizing states of western Europe. To 
the extent that the European Union stands for the ‘sharing and pooling’ 
of the sovereignty of its member states, it must also be seen as sharing 
in their remaining imperial engagements, not to mention the inheritance 
from their past exploits. 

Fourth, unless we assume the complete absence of any mechanism 
of cross-generational transmission in the realm of collective experiences, 
knowledges, mentalities—in short: cultures—we should expect that the 
colonial history of the current EU-member states, and empire’s role in 
enabling the historical forces that have produced their current wealth, 
power, privilege and claims of cultural superiority, should feature promi-
nently in the collective consciousness of the societies of western Europe. 
Of the total population of the EU in 2003, ninety percent were citizens 
of states that appeared in Table 1 above as colonial powers. The EU is, 
thus, a centrally important location for the continued articulation of those 
cultures, the cultures of coloniality and empire.16

Finally, there is yet another imperial tradition that the societies included 
in today’s European Union bring with them: the historicity of land-based, 
contiguous empires in central Europe. If the history of the modern world 
system is the history of colonial empires, it is also the history of the com-
plex, multiple-actor strategic game of land-based empires marching forth 
and retreating, dividing and re-dividing the territories of the less powerful 
and/or smaller states among themselves, in their pursuit of land, popula-
tions, and other strategic resources. The entire territory of Europe has 
been affected by this process, including the central and eastern parts. 
The four major actors in central and eastern Europe’s imperial history 
have been the Habsburg, Ottoman, Prussian, and Russian empires. The 
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currently a much-ignored applicant for EU-membership. The Russian 
empire was reinvented, with a different project in mind, as the USSR, 
later to be replaced by the Russian Federation, a global power with little 
formalized, direct involvement in central and west European affairs today, 
beyond providing energy, raw materials, and a military buffer zone on the 
east. Two successor states of the centres of those empires—Germany 
and Austria—are members of the EU, and the former-state-socialist 
group of the recent applicants for full EU-membership (Albania, Bulgaria, 
croatia, czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, 
Romania, Slovakia and Slovenia) consists entirely of states that have 
been built on, and with, the ruins of those empires during the nineteenth 
and twentieth centuries. The immediate relevance of this land-based 
type17 of imperial experience for the EU’s role in the region thus cannot 
be exaggerated. 

What, Then, Is the EU?

So, in what terms can we think about the EU, given this evidence? What 
does this empirical phenomenon tell us about the nature of public author-
ity and power? 

If we evaluate the EU only in terms of the conventional, Weberian cri-
terion of monopoly over legitimate means of coercion, we must dismiss 
the idea that the EU is a state because of the absence of an executive 
apparatus, and hence the lack of means of coercion of its own. What it 
does have is an extremely well crafted, sophisticated system of linkages 
that functions as a mechanism of distancing that produces the EU as a 
meta-state. Therefore, in order to understand what the EU is, it may be 
insufficient to focus, as is done conventionally, only on ‘Brussels,’ i.e., 
on union-level political and legal-regulatory processes. An alternative 
analytical approach ought to consider all of the parties involved—the 
member states, the European-based multinational corporations, the 
trans-Atlantic ruling class interests, as well as the social, cultural, political 
and economic dynamics of the pan-European political public at large, in 
addition to ‘Brussels’—in a single, intricately interwoven network clique 
of actors with a set of shared geopolitical concerns and interests. The 
EU is the centrepiece of this clique, a public authority that is, due to the 
character of its internal and external linkages, one step removed from 
sites of coercion, the signifier of Weberian statehood.

The distance created by its meta-relationship with the member states 
allows the EU to remain ‘clean’ in such matters that states muddle 
through, often with much trouble. By contracting out the burden of stra-
tegic defence to NATO, the EU can maintain an elegant and convenient 
distance from matters of coercion without endangering its own defence. 
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work in the economies on the EU’s eastern and south-eastern flanks is 
done by the state apparatuses and the political elites of those societies 
themselves. EU-based multinational companies do much of the coercive 
work in the economic, environmental, social and legal realms worldwide, 
without the EU itself ever having to utilize conventional tools of state-
based coercion. Surviving colonial ties, re-emerging relationships with 
the historically dependent parts of the German and Austrian-dominated, 
land-based European empires, and constantly renewed neocolonial link-
ages to virtually the entire ‘former-second’ and ‘third worlds’ provide the 
EU with terms of exchange, raw materials, energy, labour, capital and 
services that continue to subsidise the EU’s accumulation process without 
the EU ever having to get involved in the messy business of the social 
and environmental violence associated with the extraction of surplus. To 
a large extent precisely because of its distance from institutional locales 
where direct coercion happens, the EU is widely portrayed as the epitome 
of goodness world politics today, reinforcing a several-centuries-old, Eu-
rocentric ideology of superiority. In promoting the ideology of ‘European 
goodness,’ the political process of European identity construction tries 
to hide the corpse of colonialism while it continues, of course, to partake 
of the material inheritance of the same colonialism.18

coercion has been a crucial component of statehood because it can 
produce order. However, monopoly over legitimate violence means that 
modern states have to face demands for accountability—something that 
other coercive organizations do not have to deal with. The absence of 
an executive apparatus and hence the institutional setup for direct coer-
cion has entailed, in the case of the EU, the parallel absence of a tight 
system of direct accountability not only to the citizens of the EU, but the 
rest of the world as well, making it difficult for affected societies to hold 
the EU legislative, and the economic and political coalitions behind it, 
responsible. 

The EU’s elaborate system of distributing and subcontracting major 
functions of authority and coercion, and the gap in the feedback loop 
of accountability, can be fruitfully compared to contemporary organiza-
tions of global economic production, especially the structures of flexible 
specialization (Piore and Sabel, 1984), network-governance (Powell and 
Smith-Doerr, 1994) and just-in-time production,19 which often involve ex-
tremely elaborate, multidimensional systems of subcontracting (Eccles, 
1981, United Nations, 1981, and Deyo, 1995). In our reading, much of 
what the EU has been doing resonates very closely with the findings of 
recent macro-comparative research on commodity chains (Gereffi and 
Korzeniewicz, 1994), especially the ‘buyer-driven’ type outlined by Gary 
Gereffi (1994), in which an absentee merchant capital interest organises 
the production process, distributed to a large number of producers over 
complex, intersecting linkages in global geographical space, in an area of 
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structures. Just as multinationals manage to lock in remarkably low labour 
costs and at the same time avert accusations of unfair labour practices 
by setting up elaborate systems of subcontracting, the EU has been able 
to remain elegantly outside of the purview of accountability with respect 
to the processes of dependency and displacement that ensues from the 
activities of actors who act on its behalf and in its interest. 

The EU is, thus, a remarkably ingenious arrangement, realizing a 
core dream of modern, west European liberalism: it is a generator of 
profit-making and advantage-producing social change without any direct 
involvement in the unholy processes that lie beneath them. It would seem 
that the spell of the ‘invisible hand’ is no longer restricted to the market; it 
is now operating in the political realm as well. With approximately six per-
cent of the world’s population, the European Union of late 2003 registered 
about one-third to one-fourth of the world’s gross domestic product.20 
Practically without lifting a finger, it has managed to secure the compli-
ance of almost all the post-state-socialist states on its perimeter, trans-
forming the region into the age-old west European geopolitical dream of a 
buffer zone and a repository of secure natural and social resources. With 
over half of the world’s remaining colonies in its possession, and bound 
by a history of oppression, racism and systematic political violence, it is 
widely depicted as the force of ultimate political goodness. Backed by the 
world’s only remaining military superpower in NATO, a military-strategic 
organization whose members together—roughly one-tenth of the world’s 
population—command over half of the world’s GDP, it is able to project 
a self-image that is neutral, peaceful, kind and gentle vis-à-vis the rest 
of the world. 

The task for sociology, if its practitioners wish to grasp the EU and 
the phenomenon of escaping global accountability in general as social 
facts, seems to be to go beyond the limits of the conventional theoretical 
formulations of statehood. A certain new reality is already here: it is the 
burden of theory to catch up with it.
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the comments by International Sociology’s anonymous reviewers. All the usual 
disclaimers regarding the paper’s remaining faults and omissions apply.

Notes

1 The Bosnian city of Mostar, run directly by the European Union, is the only 
exception from this rule. 

2 In early 2000, when an extreme-right, xenophobic party gained control over 
half of the portfolios in the Austrian government in the first national elections after 
Austria’s accession to the European Union, all members of the EU put their bilat-
eral links with Austria on hold through fourteen acts of bilateral boycott. Meanwhile, 
EU commission President Prodi sent a routine congratulatory telegram to the new 
Austrian chancellor, in which he expressed his “certainty” that the latter would 
uphold the “common European values of liberty, democracy, respect for human 
rights and fundamental freedoms, and the rule of the law” (EU official document 
IP/00/123) and assured him that he was “looking forward to a constructive working 
relationship” (ibid.) with Austria. The presence of similarly extreme-right and/or 
xenophobic parties in the various governments of other EU-member states has 
not even elicited this much reaction from the EU commission. 

3 The phrase is ubiquitous in official European Union parlance. Some recent ref-
erences include Thomas Klestil (President of the Republic of Austria): http://www.
austria.org/press/prel0715b.htm , chris Patten (until 2004, EU commissioner for 
External Affairs): http://www.publicservice.co.uk/pdf/europe/spring2003/EU5%2
0chris%20Patten%20ATL.pdf, Romano Prodi (until 2004, President of the EU 
commission): http://europa.eu.int/comm/external_relations/news/prodi/sp02_465.
htm, and Jack Straw (British Foreign Secretary): http://europa.eu.int/futurum/docu-
ments/other/oth270701_en.htm. (All references as of 5 December, 2003.)

4 For the data, see http://www.idea.int/elections/voter_turnout_europe/images/
EPElections-Table1.pdf , for analysis, see http://www.idea.int/elections/voter_turn-
out_europe/index.htm .

5 Belgium and Luxembourg have been dropped from this comparison because 
their electoral law prescribes and strictly enforces compulsory voter participation, 
i.e., their turnout data cannot be interpreted as expressions of substantive electoral 
interest in determining the outcomes of the elections.

6 Of the 15 member previous member states, only the United Kingdom and 
Ireland—i.e., the two member states that lie farthest away from eastern Europe—
opened their labour market for citizens of the new member states in 2004. 
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7 http://www.corporateeurope.org/tpntabd.html as of 21 July 2004.
8 ibid., referring to ‘Paragraph 17 in the “European Parliament resolution on 

the state of the Transatlantic Partnership on the eve of the EU-US Summit in 
Dublin on 25-26 June 2004” (P5_TA-PROV(2004)0375 – B5-0185/2004)’ at 
http://www2.europarl.eu.int/omk/sipade2?PUBREF=-//EP//TEXT+TA+P5-TA-2004-
0375+0+DOc+XML+V0//EN&LEVEL=3&NAV=X as of 21 July 2004.

9 A detailed empirical demonstration of these points is beyond the scope of 
this paper. The sources quoted above, along with work by Adam Burgess (1997), 
Böröcz (1999), Hannes Hofbauer and Andrea Komlosy (e.g., 1998), Hofbauer 
(e.g., 2003), Bill Lomax (e.g., 1998), Hugo Radice (e.g., 1998), and Erzsébet 
Szalai (e.g., 1999) should provide further pointers. 

10 For excellent summaries of this literature, see, e.g., Larrain 1989 or So 
1990. 

11 For the basic formulations, and most powerful insights, of the literature on 
global relations—the world-system approach—see, for instance, Wallerstein 1974, 
Amin 1976, Arrighi 1996, chase-Dunn 1998, and Arrighi and Silver 1999.

12 Böröcz (2001) used this table to make a similar point, with a slightly different 
emphasis.

13 On the significance of a history of previous penetration and the resulting 
historicity of linkages for both migrant flows, policies regarding such flows and the 
migrants’ contexts of reception, see Portes and Böröcz, 1989.

14 http://www.worldatlas.com/dependtr.htm . Last viewed on 3 May 2002.
15 chris Patten was a member of the Prodi commission, whose term expired in 

2004. In the negotiations after the 2004 elections, Patten’s name briefly appeared 
as a possible new commission President.

16 For an excellent, brief review, see Hall 1995 (especially pp. 205-25).
17 For more on the distinction between detached (colonial) and contiguous 

(land-based) empires, and its implications for constructions of otherness, see 
Böröcz, 2001.

18 We are grateful to Siba Grovogui for this metaphor.
19 Just in time production is a type of organizational design developed, first, for 

Toyota corporation in the 1980s. As a management consulting website points it 
out, it is an innovation that leads to high profitability by radically “decreas[ing] the 
time between customer order and shipment” (http://rockfordconsulting.com/lean.
htm, last viewed on 18 July 2004) as well as between other points in the produc-
tion-distribution process. Existing “just-in-time” systems can span very large geo-
graphical distances (Prakash et al. n.d.). See also McMichael (1996:107).

20 computed at current exchange rates from data presented in IBRD 2002.
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26 LáSzLó ANDOR:

Economic performance and unemployment 
in Hungary 

Output decline, macroeconomic destabilization,
and the enduring crisis of labour

in the years of transition and integration (1990–2005)

The collapse of state socialist regimes in Eastern Europe resulted in a 
disintegration of the regional political economy in the early 1990s. In 
Hungary, this period was marked by a 20 per cent fall in GDP, and the 
abolition of some 1.5 million jobs in various sectors of the economy. Work-
ing people and their unions have been on the ‚receiving end’ of capitalist 
restoration in Hungary. They have faced the emerging mass unemploy-
ment on a level never seen by labourers of the country in previous times. 
The purchasing power of wages rapidly declined and the unions were 
unable to resist unfavourable changes in order to save jobs or real wages. 
The slow and uneven recovery after 1993 resulted in an improvement 
in some regions and some internationally competitive industries, while 
the majority of the working class was left in misery. In the late 1990s, the 
rate of unemployment was consistenly falling year by year, and became 
one of the lowest among the new member states of the European Union. 
However, the low rate of unemployment provides a cover for some un-
favourable factors: low rate of participation, excessive shadow economy 
and an erosion of labour capacities and competitiveness. Accession to 
the European Union has not provided a sufficient stimulus to change 
this situation for the better. The two chapters of this paper deal with the 
direct impact of market transition and immediate and expected effects of 
EU-integration on employment and the labour force in Hungary.

The primary impact of the transition on employment, wages and living 
standards

The rise of mass unemployment during the transition years

The first years of transition brought about a dramatic decline in economic 
output in Hungary. Between 1990 and 1993, GDP declined by some 20 
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from 0.2 per cent to 13 per cent of the labour force. After 1993, the coun-
try experienced a more or less steady growth in production, but the rate 
of unemployment only fell to about 10 per cent and remained so in the 
second half of the 1990s.

All transition countries in East-central Europe were faced with a double 
digit unemployment rate in very short period (1-2 years), with the excep-
tion of the czech Republic.1 In Hungary, the rise in the number of unem-
ployed from 10,000 to 600,000 in four years came as a shock – in some 
respects worse than the impact of the Great Depression. As compared to 
West European standards, 10 or 12 per cent unemployment would not be 
seen as exceptionally high, but in former socialist countries this dramatic 
emergence of mass unemployment was a new experience for the working 
class, and it found labour market institutions totally unprepared to deal 
with a problem of this scale and nature.

Furthermore, the 600,000 newly unemployed were accompanied by 
another 700,000 who also left the labour force in the first transition years. 
Altogether, the Hungarian economy employed 1.5 million people less in 
the mid-1990s than in the late 1980s. Patterns of leaving the labour force 
were distinguished by age and gender characteristics. Older workers 
could go to early retirement, young people could postpone their entry by 
extending their studies, and women could go ‚back to the household’. For 
a few years, disability pensions also provided an outlet.

In Hungary, half of the unemployed fell into the category of long-term2 
unemployment. The return of the unemployed to employment remained 
low, and many of the long-term unemloyed just fell out of the statistics. 
Despite the recovery after the transition shock, there was no significant 
improvement in long-term unemployment, since the short-term unem-
ployed have always had a better chance to get new jobs.

The problem of unemployment in transition economies was as much 
due to institutional causes as to macroeconomic ones. In the state so-
cialist economy, internal labour markets played a much greater role in 
the allocation of labour than occupational labour markets. The transition 
disintegrated the first and thus caused a shift towards the second, but 
without the proper institutional arrangements for a rapid response to the 
unemployment shock.

When, in the Kádár-regime, ignorance and irresponsibility were aspects 
of the official policy, it was widely believed that ‚some unemployment’ 
would help to discipline the labour force. Instead of ‚some unemploy-
ment’, however, the transition made joblessness familiar to almost every 
family. Nevertheless, one may say that employment and industrial rela-
tions remained within ‚civilized standards’ despite the drama. Withhold-
ing wages, which became common in post-communist Russia, did not 
become a practice in Hungary, apart from some small examples in largely 
foreign-owned companies.
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Budapest, it hardly ever grew above 3-4 per cent, while in some isolated 
villages of the North-East the rate reached 40 or 50 per cent. It was par-
ticularly in these hard-hit areas that the so-called second economy took 
away the pressure of unemployment, though the emergence of a grey 
zone between the legal and illegal economies has become a nationwide 
phenomenon. According to widespread estimates, some 30 per cent3 of 
the entire output is provided by the unmeasured second economy.

The incapacity of the governments to address unemployment

When the first large-scale redundancies occurred in 1989, the prevailing 
ideology suggested that the vitality of the new market economy would 
rapidly eliminate the problem. Entrepreneurship would be encouraged 
and, if necessary, the state would help private entrepreneurs re-employ 
workers who had been made redundant by bankrupt state industries. 
The chances of finding new employment would be increased by state 
financed re-training programs, and those temporarily unemployed would 
be assisted by generous benefits.

Indeed, the starting level of unemployment benefits was relatively high 
in most East European transition countries. After 1992, however, when 
conditions became tougher in these countries, the amount and duration 
of these benefits were reduced and the requirements for eligibility were 
increased. In Hungary, the entitlement period was cut from 18 months to 
one year at the end of 1992, and the replacement ratio (the proportion 
of the unemployment benefit in relation to the last wage) also started to 
fall.

Those who lost their unemployment benefits were entitled to income 
support from the local government. In 1992, close to half a million Hun-
garians received unemployment benefits. In the middle of the 1990s, both 
groups (unemployment benefit and income support receivers) totalled 
about 200 thousand persons.

A minimum wage was also introduced as another income protection 
policy of the new era. In Eastern Europe, 60 per cent of the mean wage 
was the average level of the minimum wage in the starting period. Simi-
larly to unemployment benefits, the minimum wage levels also declined 
as the transition proceeded, and due to the high rates of inflation they 
often fell below the subsistence level.

Active employment policies in the first period of transition appeared 
more in rhetoric than in actual measures. All the leading political parties 
paid lip-service to the need for active labour market policies while in 
reality they were waiting for the post-transition recovery to eliminate the 
mounting problems. Out of the former socialist countries, only the czech 
Republic pursued a deliberate though somewhat hazardous policy of 
employment maintenance, through various forms of government interven-
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serious issue, they favored re-training and public works projects instead 
of tighter labour regulation.

To distinguish between active and passive labour market policies, in the 
first years of the transition, the Hungarian policy was to create two funds 
to address the problem. The Solidarity Fund was established simply to 
provide income for the unemployed in the first period after they were laid 
off, and the Employment Fund was set up to finance direct job creation. 
Since, however, the remainder from one fund could not be transferred 
into the other, the two funds were merged in 1996 as a new Labour Fund. 
This was seen as providing financial basis for a more comprehensive 
labour market policy.

Government policy also attempted to involve non-governmental organi-
zations in the process of job creation. To encourage such activities among 
NGOs, the Ministry of Labour set up the National Employment Foundation 
(OFA) in June 1992. OFA gave financial support to foundations devoted 
to job creation, subsidized local initiatives and other non-profit organiza-
tions aimed at reducing unemployment, encouraged research projects on 
labour-market problems, gave financial support to experimental measures 
not covered by the Employment Act, and financed the creation of employ-
ment companies in regions where the likelihood of massive redundancies 
threatened. The OFA started to work in 1993, but its funding was cut in 
1994 because of the increasing budget deficit. Despite the complications, 
it has contributed to easing the pressure on certain target groups like the 
unemployed youth and the Roma (Gypsies).

Public works, like other labour market policies, were widely advertised 
in certain periods but they only had a marginal effect on the employment 
picture. In 1993, only 14 per cent of the resources spent on active meas-
ures were used to finance public works projects. They mainly involved 
unskilled and young people, though it was soon realized that public works 
could not resolve the problems of the young unemployed; it was realized 
that their long-term chances could only be improved by better and more 
competitive training.

Training, however, was also seen as a controversial policy given that 
the question of what jobs to train people for was hard to answer amidst 
a deep recession and economic uncertainty. When national economic 
policy abandoned any attempts to forecast and influence structural 
tendencies in the economy by leaving decisions to blind market forces, 
training programs were left without adequate guidelines. The very nature 
of the transition and the contemporary technological revolution, however, 
gave some directions to the re-training courses, by making marketing, 
advertising and computer skills the most popular subjects. Research 
showed that re-employment among labour-market trainees was relatively 
high, and a major problem of this policy area was that the most vulner-
able and least advantaged groups of society were largely left out of the 
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area where public and private cooperation became possible. Due to 
the import of second-hand know-how from Western schools and vast 
subsidies from the Employment Fund, vocational training became a very 
profitable sector in Hungary.4

changing income structures as a result of the job crisis

Altogether, active labour market policies had only a marginal effect on 
employment, and governments were also unsuccessful in reducing the 
costs of unemployment. Unemployment, however, helped the govern-
ment to reduce the costs of labour. The representation of those employed 
weakened significantly, and the unemployed were left without any insti-
tutionalized voice. The emerging unemployment rapidly reached a level 
which also began to contribute to a sharp decline of purchasing power. 
When unemployment, or even the threat of lay-offs, started to function 
as brakes on wage increases, governments could easily abandon cen-
tral wage regulation (under prime minister József Antall) and make the 
national currency, the Hungarian Forint convertible (under prime minister 
Gyula Horn) without the threat of labour causing any significant imbal-
ance or instability.

A clear macroeconomic impact of mass unemployment was that it also 
helped to curb the wage claims of the workers on the micro and macro 
levels. Though finance ministers always spoke about the threat of a 
wage-price spiral, such a danger did not really exist after the first years 
of transition. Even amidst the recovery periods of the 1990s, the threat 
of wage increases boosting inflation remained negligible.

The emergence of mass unemployment was thus another factor that 
forced the family to become the major scene of economic adjustment. 
In the very first years of the transition, price liberalization made families 
adjust to rising inflation. As home building was phased out from the public 
sector, families had to take over the burden of housing too. As higher 
and higher costs were charged on health care and education, the family 
budget had to be restructured again and again. And finally, if someone 
was made redundant within the narrower or wider family, their support 
also became a household duty--similarly to those on a pension--since 
the real value of pensions was (and remains) low.

The categories of ‚unemployed’ and ‚pensioners’ were vague not only 
at the family level but on the national level too. To create an easy outlet 
for those facing unemployment, the policies of the early 1990s made it 
extremely easy to seek early retirement, or even disability retirement. 
The tension of the labour market eased as a result but this policy in-
creased the pressure on the national pension fund and thus contributed 
to a strengthening campaign for an overall marketization of the pension 
system.
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gender problem as well. Most of the household duties fell on women, yet 
it was also women who were able to keep their jobs at a higher level too. 
In Hungary, significantly more men became unemployed than women, 
not just because women were more likely to leave the labour force and 
withdraw to the household, but also because among those remaining 
on the job market women had received more competitive training--an 
atavism of Kádárist education patterns.

Under the increasing burden of multiple adjustment, the Hungarian 
household was heading towards complete bankruptcy in the second 
half of the 1990s. Some of the burdens had a delayed or creeping effect 
on household resources, and the recovery of 1997 saved the financial 
survival of many who had been threatened by a financial collapse. In the 
very same period, however, the increasing energy prices started to bite, 
and the government also cracked down on arrears on home loans. The 
fairness of the extraordinary austerity measures was widely discussed 
in parliament, without reaching a proper conclusion before the 1998 
elections.

A great majority of Roma families fell into the group that quickly reached 
the limits of financial adjustability. Far beyond being a labour problem, 
the conditions of the Roma population of Hungary became perhaps the 
most complicated social problem in the post-communist period. The 
Roma population combined all different features that has made them 
the greatest single loser group of the transition. Unskilled workers were 
first and foremost hit by unemployment, and the latter had particularly 
devastating effects on the North-Eastern region. Low income workers 
and large families were over-exposed to the impact of inflation and 
the erosion of state subsidies. Roma people, the largest single ethnic 
minority of Hungary, were largely unskilled, employed for a low wage, 
over-represented in the North-Eastern counties, and they have relatively 
large families. They were thus caught in the cross-fire of post-Communist 
economic adjustment.5

The Roma population of East central Europe was the only social group 
that broke the news in relation to mass migration towards the West in 
the post-communist era. Indeed, contrary to widespread expectations, 
a large-scale migration of redundant East European labour did not begin 
after the collapse of state socialist employment. Expectations based on 
neoclassical economic considerations suggested that once the barriers 
to the movement of people fell between areas of highly different income 
levels, a flow of labour would begin a go on until the reaching of an 
equilibrium. There were, however, a number of factors in operation that 
prevented the materialization of such a neoclassical scenario6. (Fass-
man 1997: 178)

Local unemployment was seen as temporary in the early transition 
years. Even if expectations were more pessimistic, the lack of informa-
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migration more risky and less attractive. The lack of an effective hous-
ing market is also a significant material constraint on the movement 
of people in central Europe. Furthermore, large-scale and long-term 
unemployment itself is not enough to make people migrate; employed 
people are more likely to move than unemployed simply because they 
tend to be more employable, and they also move if there are particular 
jobs available. In the 1990s, however, Western Europe was also strug-
gling with exceptionally high rates of unemployment, and this seriously 
discouraged East European workers from leaving their own countries. 
Finally, administrative and political factors have also indicated that East 
European migrants would not necessarily be welcome in Austria, Ger-
many and other Western countries.

Attacks on the ’premature’ welfare state

The rise of mass unemployment itself was a dramatic shock to Hungarian 
society. The impact of this shock was, however, largely aggravated by 
the circumstance that many state socialist welfare policies were attached 
to jobs. Such policies included the access to medical and dental treat-
ment, subsidized food, kindergarden, and various recreation facilites. 
When workers lost their jobs by the thousand during the post-communist 
transition, they and their families also lost such entitlements without the 
possibility of compensation. Thus, the changing pattern of employment 
resulted not just in increased industrial conflict but also in a widening 
debate about the system of social policy, and about the role of the state 
in general.

Price increases and job losses have been interpreted in the past six 
years as a price well worth paying for future membership in the EU. 
While the rate of unemployment has become stagnant at a level that is 
considered to be normal in Western Europe (just above 10 per cent in 
official statistics), the rate of inflation has remained above 20 per cent 
in Hungary for seven years, and even higher in most of the ‚transition’ 
countries. The runaway inflation has largely been driven by governments, 
with the deliberate objective to redistribute incomes and wealth along 
capitalist principles.

The requirements of capitalist accumulation has made governments 
wage a war on the living standards of the working population. Deliber-
ate choices and the general institutional anarchy of the transition period 
have made the pressure on real wages permanent and inevitable. A 
typical example of the ‚new thinking’ occured, when, half a year after 
a very severe austerity program was introduced in Hungary in March 
1995, finance minister Lajos Bokros claimed that since real wages had 
been pressed down by 10 per cent, the competitiveness of the national 
economy was being restored. This is, again, a typical peripheral way of 



TH
E 

EU
ro

pE
a

n
 U

n
io

n
 a

n
D

 E
a

ST
Er

n
 E

U
ro

pE
33thinking, in as much as no other instrument for increasing international 

economic competitiveness is taken into account apart from the reduction 
of labour costs. The temporary character of such revivals also remains 
hidden most of the time.

László Békesi, one of the finance ministers of the Socialist-Liberal gov-
ernment, echoing World Bank rhetoric, often claimed that „the Hungarian 
people have been living well beyond their means”. He was mocked even 
by managers of some multinationals for his attempts to impose wage 
restraint on private foreign companies. Simultaneously, World Bank 
documents took over a phrase coined by János Kornai declaring that 
the Hungarian social security and health care system was a „premature 
welfare state”. This qualification was identical with a death sentence being 
placed upon this premature being.

While both private and social consumption have dropped dramatically 
over the past six years, official economic slogans justified the permanent 
austerity by the alleged ‚overconsumption’ of the population. Regardless 
of their colors, no government has been able to stop the meltdown of the 
vast middle class created and maintained by the regulatory and redis-
tributive policies of state socialism. Both the number and the proportion 
of the population living below the poverty line have increased rapidly.7 
No matter how unattractive were the political systems which operated in 
various countries of East European under state socialism, it seems now 
certain that the system did provide a certain level of social stability, and 
the sudden loss of social security has already resulted in a demographic 
breakdown.8

While the working classes of Eastern Europe have been suffering 
severe attacks on their living standards, anti-social demagoguery ac-
cused them with excessive demands and with threatening the glorious 
transition to the modern and democratic world. State bureaucrats and 
the new economic aristocrats do not hesitate to blame inflation on wage 
pressure, while proudly talking about the swimming pools they have just 
built in the gardens of their new country house. The main reason of why 
these people have not been aware of the consequences of their conduct 
is the weakness of labour representation.

The ambigous impact of EU membership on growth, employment and 
labour

Economic reconstruction and jobs recovery in the late 1990s

Having gone through a most painful transformation in the early 1990s, 
the Hungarian economy experienced a remarkable growth period in 
the late 1990s. The recovery was supported by the announcement of 
the EU in 1997 that it would start negotiations for entry with five former 
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that came to take advantage of cheap and educated labour on the one 
hand and access to the EU markets on the other hand. This new cycle 
of investment made the Hungarian economy particularly dependent on 
the German one.

For years to come after the start of accession talks with the EU, GDP 
growth remained higher than the EU-average, but this was not enough for 
a major recovery in employment. Though unemployment rates in Hungary 
have been substantially lower than the EU average, and for that matter 
lower than the average of the new EU-member states, the low level of 
participation continues to be a major economic and social problem.

Any assessment of macroeconomic policies in Hungary must start with 
highlighting the fact that, from the late 1990s, every period produced 
some major improvement at least in one area. First, it was fiscal balance, 
then GDP growth and, finally, it was the rate of inflation that was improved 
substantially. However, when inflation came down eventually, a fiscal 
disequilibrium emerged, while the correction of the latter caused a 
slow-down in economic growth in 2003. Throughout the whole period, 
unemployment fell and remained low, while the enourmous problems 
of low participation and employment were not addressed but through 
token policies.

During the reconstruction period of the late 1990s, the rate of inflation 
fell markedly from the peak of 1995, when the crawling band exchange-
rate regime was introduced (i.e. the central bank devalued the forint every 
month at a rate that was also pre-announced but reduced gradually as 
inflation decreased). However, progress with disinflation in 1999-2001 
turned out to be disappointing. Average inflation for 2000, at 9.8%, barely 
budged from the 10% recorded for 1999 and was well above the gov-
ernment’s target range of 5-7%. The reversal of the disinflation trend in 
mid-2000 initially reflected exogenous supply shocks – including higher 
world oil prices and the weaker euro. At the same time, core inflation 
was also rising, reflecting in part an increase in unprocessed food prices 
as a result of growth in external demand, but also the fact that domestic 
factors have been increasingly at play.

Later, monetary and exchange-rate policies have had to cope with the 
competing challenges of inflationary and capital inflow pressures. Early 
in 2000, heavy capital inflows kept the Hungarian forint at the strong 
edge of its narrow band, forcing the central bank to cut interest rates. 
By mid-2000, interest rates had been cut by more than 300 basis points, 
while the monthly rate of crawl was cut only once, from 0.4% to 0.3% in 
April 2000. This loosening of the monetary stance9 occurred against a 
background of a rekindling of inflation, a tight labour market, and strong 
economic growth.

In 2000 and 2001, a surprise move affected the labour market in Hun-
gary. The incumbent right-wing government, that had been very rough 
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wage substantially, and not even once but twice in a row. In a two year 
period, the nominal value of the minimum wage was doubled, and in real 
terms this constituted an 80 per cent increase. By this moves, the mini-
mum wage reached 40 per cent of the average gross earnings in 2002, 
while in the years 1997-2000 it remained constantly below 30 per cent. 
(Fazekas et.al.eds. 2004: 213)

Lifting the minumum wage derived from several considerations. First, 
it may have been linked to some European Union requirements. Second, 
and more importantly, the government intended to increase tax revenues 
by raising the bottom line of wages that was an opportunity apparently 
over-exploited for tax-evasion by small and medium entrepreneurs. Third, 
the right-wing government may have thought that improving wage con-
ditions would improve their electoral chances among workers, while 
leaving their support unaffected among the business class and small 
entrepreneurs. Whatever the main reason for minimum wage hike was, 
the electoral considerations proved wrong.

Fiscal and monetary destabilization in the early 2000s

At the 2002 elections, the Socialist Party promised 400 thousands jobs 
to be created in four years. Most of the leaders of this party were fans 
of Tony Blair and thought that modern social democracy means being 
neoliberal in economics but, to some extent, they were also affected by 
Lionel Jospin’s example. However, they had an electoral promise to raise 
public sector salaries by 50 per cent, which, by increasing the budget 
deficit and threatening with a rise in inflation, was not a good start for an 
employment boosting trajectory. On the contrary; starting from the state of 
fiscal disarray determined that the four years of the Socialist-Liberal coali-
tion would be an endless struggle for eliminating the budget deficit.

These developments took place simultaneously with the introduction of 
a new exchange-rate regime and a massive appreciation of the forint. On 
4 May 2001, to allow monetary policy more room for manoeuvre to fight 
inflation and to take a first step toward conformity with ERM II, the crawl-
ing band was widened from ±2.25% to ±15%. At the same time, the NBH 
proposed to accelerate the capital liberalisation process through relaxing 
the restrictions on short-term capital flows and derivative transactions 
between residents and non-residents. A few months later the crawling 
of the exchange rate was completely eliminated and the forint was fixed 
against the euro. The wide band, however, allowed the forint to appreciate 
by about 10-12% in the next year. By the end of 2002, the exchange rate 
was pushed to the upper limit by the monetary austerity applied by the 
National Bank to counterweight fiscal imbalance. The widened exchange-
rate band and the appreciation of the currency significantly jeopardised 
the competitiveness of small and medium-sized companies. Furthermore, 
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forward markets) of the economic actors can cause serious problems if 
the exchange rate fluctuates widely (e.g. the effects of a financial crisis 
in an emerging world country such as Turkey).

The general government deficit was successfully kept under control 
during the growth period of the late 1990s. By 2000 the deficit came in 
at 3.5% of GDP, in line with the government’s target. The subsequent 
years, however, brought a progressive loosening in fiscal policy. The 
right-wing government attempted to disguise the emerging deficit through 
various techniques, but the new government in 2002 had no choice but 
to introduce EU standards and attempt to create a clean balance sheet. 
This resulted in the rise of the budget deficit to more than 9% of GDP 
in 2002.

The current account showed a similar trend during the same period. 
External competitiveness remained strong, with the external current-
account deficit narrowing in 2000. Industrial labour productivity – up 
by almost 17% in 2000 – far outpaced real wage gains, leading to a 
deppreciation in the real effective exchange rate (based on unit labour 
costs) over the year. Rising export market shares and strong corporate 
profitability in the export sector also support this assessment of solid 
competitiveness. During most of the year, export growth exceeded that 
for imports, tourism revenue boosted the services account, and fiscal 
policy was tighter than budgeted, contributing to an improved external 
position. Thus, despite the worsening of the terms of trade, the external 
current-account deficit narrowed to 3.3% of GDP in 2000, down from 
4.4% a year earlier. However, the current-account deficit started to widen 
again in both 2001 and 2002.

With credit ratings approaching advanced economy levels, Hungary 
maintained ready access to external financing – but external debt levels 
remained high. Spreads on sovereign benchmark bonds were among 
the lowest in the region, and, attracted by Hungary’s strong economic 
fundamentals and convergence prospects, foreign investors’ share of 
holdings of forint-denominated government securities reached record 
highs. However, in contrast to 1999, strong net foreign direct investment 
(FDI) inflows were more than offset in 2000 by substantial portfolio equity 
outflows. Net external debt, as a proportion of GDP, is now almost half 
its 1995 level, gross external debt has fallen over the same period, and 
the debt-service burden has shrunk significantly. Nevertheless, external 
debt, at about 60% of GDP on a gross basis, remained high, although 
the public sector share has declined substantially, while private sector 
debt, mostly that of foreign-owned corporations, has increased from low 
levels. 

Fiscal destabilization is most of all linked to the fact that 2002 election 
campaign in Hungary was extremely heated. However narrowly, the 
left-of-centre coalition defeated the right, and announced a politics of 
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institutions where the right-wing government had appointed chief public 
servants between 2000 and 2002, with mandates lasting for a number 
of years ahead. Such offices include that of the supreme attorney, the 
chairman of the financial inspection authority, and the governor of the 
National Bank of Hungary. This background is vital for an understanding 
of the policies of the three institutions. The latter institution is the most 
important for this analysis. Since 2001, the Bank had operated on an 
inflation target principle to impose monetary austerity in the face of rising 
inflation. Following the elections, the Bank twice increased interest rates, 
despite the constant decline in the rate of inflation.11

By the end of spring 2002, it was clear that the state budget deficit 
would be higher than expected. By the end of the summer, it looked as 
though it would exceed 6% of GDP. By the end of the autumn, it was 
made known that, because of book-keeping corrections, the deficit was to 
be between 9% and 10% of GDP. However, that was the very time when 
the referendum in Ireland allowed the ratification of the Treaty of Nice, and 
the accession treaties were about to be signed in Copenhagen. Confir-
mation of EU enlargement generated an euphoria of portfolio investment 
towards Hungary and other countries in the region. The wilier central 
banks responded to that situation by cutting interest rates substantially. 
The National Bank of Hungary, however, ruled out that option, because 
of its alleged fear of inflation and the consequences of the serious budget 
deficit of 2002. Thus, while the strong forint and the high interest rates 
were already strangulating the Hungarian economy, the markets expected 
further appreciation of the forint, and even a revaluation by shifting the 
band of the forint/euro parity downwards. In January, there was a massive 
inflow of funds, increasing the foreign-exchange reserves of the NBH by 
50 per cent, before the bank eventually widened the so-called interest 
corridor and in effect lowered the rates on deposits.

Between January and June 2003, the financial markets made a 180 
degrees turn in their attitude to Hungarian economic policy and financial 
sustainability. In June, a minor currency crisis—following the shifting of 
the fluctuation band of the forint12—forced the central bank to increase 
interest rates from 6.5% to 9.5% in order to prevent a dramatic fall in the 
value of the Hungarian currency. This time, the currency crisis emerged 
from negative speculation against the forint, stimulated by a package of 
minor cuts in public expenditure and a small devaluation of the forint. 
In the first half of 2003, the fundamentals of the Hungarian economy 
also changed. The slowdown in the economy became apparent and the 
current-account deficit widened to a disturbing extent. Macroeconomic 
analysts of the markets and the government realised that the international 
economic recession13 was lasting much longer than expected.

However, compared to other countries in the region, the Hungarian 
growth figures looked unimpressive. Between the first quarters of 2002 
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8.8%, and Estonia by 5.2%. Only the Czech and the Polish figures, i.e. 
those most comparable to the Hungarian case, demonstrated a major 
slowdown. During the ‘golden age’ between 1996 and 2000, average 
annual export growth was about 20%. In the recession period, this 
figure fell to about 3-4%. In 2003 the deficit on the current account was 
expected to exceed 5.5% of GDP, i.e. EUR 4bn.

The early impact of the euro convergence on growth and employment

The emerging macroeconomic instability sharpened the debates in the 
expert community over the future membership in EMU and appropriate 
convergence strategy towards the Maastricht criteria. While both the 
government and the NBH insisted on „accession as soon as possible”, 
György Surányi, former governor of the NBH voiced his opposite opinion. 
Surányi had proposed to eliminate the budget deficit of 2002 by using 
inflation as one of the tools, and criticized the inflation targeting policy 
of the NBH that was supposed to cement the convergence programme. 
Another learned expert, Gábor Oblath of Kopint-Datorg research institute 
elaborated a scheme to achieve rapid transition to the euro and support 
it with a social pact with the trade unions. However, the trade unions did 
not want to be partners in a programme that impose a long run constraint 
on wage increases, and Oblath’s proposal remained on paper. Joining 
ERM II and spending a short or long time in it has also become a subject 
of analysis and speculation.14

In July 2003 the government launched the financial operations related 
to the 2004 budget. Because of the slower than expected GDP growth 
and the larger than expected deficit for 2003, the drafting of the budget 
and the continuing reduction of the deficit demanded sharper corrections 
in both spending and revenue than had been previously envisaged. Even 
the Ministry of Finance was taken by surprise by the gap between expec-
tations and real opportunities. The final draft for the budget policies was 
produced in the run-up to the scheduled government meeting, literally 
within two or three days.

In order to restore credibility in the face of a number of negative devel-
opments, the Hungarian government and the National Bank of Hungary 
announced in a joint declaration that the country would introduce the 
euro as national currency as of 1 January 2008. The agenda attached to 
this announcement was evaluated as voluntarist by most observers, but 
the government had a tool to rely on in the debates over the budget and 
general policy in order to enforce discipline. The joint announcement was 
also seen as a message to the financial markets about the determination 
of the government to bring the budget back towards balance and respect 
the convergence programme which is a basis for most portfolio investors 
for their long term calculations.
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substantial sacrifice. The budget for 2004 proposed tax increases as well 
as cuts in expenditure, and the lay-off of some 10 000 public employees 
was ordered. Even the prime minister had to abandon his position on mo-
torway construction, which he had treated as the only untouchable item in 
the plans for the 2004 budget. The road to the euro as a way of national 
sacrifice has begun. However, the apparent adjustment did not save the 
country for another drop in the exchange rate of the forint at the end of 
November, which was halted by a 3 percentage point increase in the base 
rate by the central bank. This emergency measure looked inevitable, but 
it also destroyed the chances of accelerating GDP growth in 2004.

Macroeconomic mismanagement and the lack of social and political 
consensus on the objectives of fiscal and monetary policy created a 
hardly sustainable situation in Hungary. By the end of 2003, an unsustain-
able exchange rate was replaced by an unsustainable interest rate. In 
2004, the National Bank was extremely slow to reduce these ultra-high 
interest rates, sending by this a signal to the markets that the economic 
problems have not been sorted out despite repeated austerity measures 
on the fiscal front. The Monetary Council only started significant rate cuts 
in the Summer, i.e. after the elections to the European Parliament.15

The continued monetary austerity of the Bank, explained by the doc-
trine of inflation targeting, has returned the forint to the euro parity of late 
2002. This was, however, not sustained by economic performance or a 
general optimism among foreign investors, but purely by a super-high 
real interest rate that provided a stimulus for speculative investment. The 
Bank continued this policy by rejecting that this would harm the competi-
tiveness of the Hungarian economy, while it was clear that Hungarian 
producers are losing export share in Europe vis-a-vis czech, Slovak and 
Polish rivals, and the deficit in the current account continued to grow to 
around 8 per cent of the GDP.

By 2003, the finances of Hungary have become more fragile than the 
economy itself, while it has been understood that convergence demands 
a higher level of fiscal discipline and policy coherence as well some 
sort of social contract in the medium term. The Socialist-Liberal govern-
ment learned this expensive lesson when the 2008 deadline had to be 
postponed to 2010 as a result of adjustment difficulties. This manoeuvre 
was carried out by finance minister Tibor Draskovics, who built the new 
strategy on a broad professional and social dialogue that included coor-
dination with trades unions as well.

The financial problems contributed to the political crisis emerging after 
the EP-elections in the Summer of 2004. This process concluded in the 
fall of Prime Minister Péter Medgyessy, and the rise of his successor 
Ferenc Gyurcsány. Soon after the new government entered office, two 
Socialist and one Free Democrat members of parliament submitted a bill 
to change the regulation of the National Bank.16 Eventually, they managed 
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more balanced behaviour at the Monetary council.
By having high deficits and hight interest rates as well as exchange 

rate instability at the same time, Hungarian progress towards the euro 
looked significantly slower than some other new EU member states 
throughout 2004. This slower progress has often been criticized by vari-
ous institutions inside and outside of the country. However, it has partly 
been a deliberate choice of the Socialist-Liberal coalition in 2003-2004, 
for creating a more favourable environment for maintaining, or possibly 
improving, better than average unemployment statistics (see Table 5. 
in Appendix). Nevertheless, macroeconomic convergence towards the 
Maastricht criteria is locking employment into the present level for the rest 
of the decade. Thus, in addition to more determined labour market poli-
cies in Hungary, a different European macroeconomic framework would 
be needed for a visible progress in the area of employment.17

Adjustment in the labour market and employment policies

Following the double shock in the wage structures (i.e. minimum wage in-
crease and public sector wage hike soon after), and the real appreciation 
of the forint, aggregate demand for labour responded in a sensitive way. 
At the period of the shocks (2001-2003), wages increased more rapidly 
than the productivity of labour. Firms in manufacturing industry responded 
by factor substitution and they reduced their employment. This response 
explains why the little improvement in employment in 2002-2003 was 
exclusively the product of the public sector.

In most of the 1990s, labour productivity grew faster than real wages. 
Administrative measures in the 2001-2003 period turned this around. 
Since several other countries in the region managed to implement an 
opposite turn at the same time, the Hungarian wage-cost advantage was 
reduced to some extent. One should not forget, however, that Hungarian 
labour productivity is still one of the highest among the post-transition 
countries of the region.18 It has displayed one of the fastest growth in the 
region and the same is expected for the coming years. (Scharle 2003: 
22)

Despite the recovery period of the late 1990s and early 2000s, the 
participation rate in Hungary was frozen at about 60 per cent of the rel-
evant age group. The propensity to work is particularly low among those 
between 54 and 64 years of age. This is partly, though not exclusively 
a product of secondary incomes and their counter-stimulative effect.19 
(Scharle 2003: 33)

Though the post-transition recovery set employment on a slow-growth 
trajectory and created a low-unemployment environment in a statistical 
sense, this has not resulted in a convergence of various sub-national re-
gions in terms of unemployment patterns. The reason is that, in the early 
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of the recovery in the late 1990s and the early 2000s was more selec-
tive in regional terms. Since foreign direct investment was concentrated 
in Budapest and the North-Western quarter of Hungary, unemployment 
was relatively rapidly reduced here, while other quarters, and particularly 
the North-East, preserved higher unemployment rates. Regional dispari-
ties proved problematic particularly because the mobility of Hungarian 
labour has been low, and it has not increased since the transition began. 
(Fazekas et.al.eds. 2004: 96) Lower wages and new motorways have 
started to exercise some positive effect on the less fortunate, particularly 
North-East, regions of Hungary in the recent years.

Overall, the slow-down of the European economy and the financial 
restraints of the new intra-EU environment prevented the left of centre 
government from making a turn around in employment. Nevertheless, 
the pro-labour changes in regulation gave some hope to the under- and 
unemployed and a mild increase in participation was observed. As com-
pared to the 52.5 per cent in early 2002, participation in the 15-74 year 
group stood at 54 per cent in early 2005. However, most of those entering 
the labour market remained without a job, hence the rate of unemploy-
ment increased from 5.8 per cent in early 2002 to 7.1 per cent in early 
2005. The number of employed increased by about 30 thousands within 
this three-year period (Hámor 2005: 12).

Apparently, the rate of unemployment in Hungary is significantly lower 
than the EU average and much lower than the average of the new 
EU-member states. The structure of unemployment also shows some 
specificities as compared to the EU pattern. In the EU, 46.6 per cent of 
those who only finished primary school have registered work. In Hungary, 
the same ratio is only 28.4 per cent. At the other end, the unemployment 
rate in the group with higher education is only 1/4 of that in the EU, while 
the rate in the group with secondary education is half of the EU figure. 
(Hámor 2005: 12) These proportions display a very different market 
power of the different social groups and reveal that unemployment—or 
employment in the shadow economy—is overwhelmingly a problem of 
the lower classes, much more so than in the Western EU-countries.

In spring 2005, the left of centre government found itself in a situation 
of aggravating fiscal problems again. Despite only one year left before 
the next parliamentary elections, prime minister Ferenc Gyurcsány an-
nounced the „program of one hundred steps”. This included some new 
regulation about the labour market as well, primarily with the intention to 
„whiten” the gray economy and thus increase the tax base and help in-
creasing government revenues. More severe supervision was promised in 
construction industry where unregistered labour was said to have reached 
one third of the total. Mothers on childcare benefit were allowed to take 
registered employment, and waiters were stimulated to pay contribution 
for social security. Unemployment benefit was to be partly transformed 
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measures of the one hundred steps were justified by fairness in addition 
to fiscal arguments, though it remains to be seen how all this will affect 
the mood of society in the run-up to the 2006 general elections.

Conclusions

As compared to other EU-countries and the group of new members, Hun-
gary has maintained one of the lowest rates of unemployment. However, 
restoration of pre-transition employment level has been extremely slow, 
and labour market participation has not increased since about 1999 de-
spite the higher-than-EU-average growth in GDP. This situation is partly 
an impact of the post-communist transition and the market conditions it 
created, and partly a consequence of the macroeconomic framework 
imposed by the EU under EMU rules. Accession to the EU thus provided 
some new restraints as well, in addition to new opportunites. Impressive 
developments in the late 1990s were followed by economic slow-down 
as well as fiscal and monetary disintegration. By 2003, the finances of 
Hungary have become more fragile than the economy itself, while it has 
been understood that convergence to the eurozone demands a higher 
level of fiscal discipline and policy coherence as well some sort of social 
contract in the medium term. The Socialist-Liberal government of the pe-
riod learned this expensive lesson when the 2008 deadline for introducing 
the euro had to be postponed to 2010 as a result of adjustment difficul-
ties. Nevertheless, convergence priorities constantly render employment 
objective secondary within the policy hierarchy of the government and the 
solution of long-term labour market problems becomes impossible while 
financial problems also remain with us in a stubborn way.
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44 Appendix

Economic and labour market trends in Hungary

1. Economic indicators 1997-2003, forecast 2004-2005 

Indicator 1998 1999 2000 2001 2002 2003 2004* 2005*

GDP** 4.9 4.2 5.2 3.8 3.5 2.9 4.0 4.3

Number of 
employed** 1.4 3.1 1.0 0.3 0.1 1.3 0.4 1.0

Unemployment 
rate 7.8 7.0 6.4 5.7 5.8 5.9 5.9 5.8

Net real wages** 3.6 2.5 1.5 6.4 13.6 9.2 1.6 4.3

Private 
consumption** 4.6 4.8 5.0 5.9 9.3 6.5 2.4 3.5

Public 
consumption** -0.3 1.8 1.2 5.3 4.8 1.9 0.4 1.0

current 
account*** -7.2 -7.8 -8.6 -6.2 -7.1 -8.9 -8.0 -7.0

Fiscal balance*** -9.0 -5.3 -2.6 -4.6 -9.4 -5.9 -4.9 -4.4

Inflation (CPI) 14.3 10.0 9.8 9.2 5.3 4.7 6.8 4.6

*Kopint-Datorg forecast; **percentage change per year; ***percentage of GDP
Source: Palócz ed. 2004: 29

2. Unemployment rate (%) by age and gender and percentage 
of long-term unemployed

Year
Unemployment rate Out of the total

Male Female Total Young* Long-term

1992 10.7 8.7 9.8 11.5 …

1993 13.2 10.4 11.9 21.3 …

1994 11.8 9.4 10.7 19.4 43.2

1995 11.3 8.7 10.2 18.6 50.6

1996 10.7 8.8 9.9 17.9 54.4

1997 9.5 7.8 8.7 15.9 51.3

1998 8.5 7.0 7.8 13.4 48.8

1999 7.5 6.3 7.0 12.4 49.5

2000 7.0 5.6 6.4 12.1 49.1

2001 6.3 5.0 5.7 10.8 46.7

2002 6.1 5.4 5.8 12.3 44.9

*Age between 15-24 years
Source: Fazekas et.al. eds. 2004: 194
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1-3 m 4-6 m 7-9 m 10-12 m 13-15 m 16-18 m 19-21 m 22-24 m
1989 70 60 45
1991 70 50
1992 70 50 Income support
1993 75 60 Income support
1997 65 Income support
2000 65 Means tested social aid from local govt 
2005 60 60% of min wage Jss* Social aid

*Jss = job search support
Source: Hámor Szilvia: Munkaerő-piaci hungarikum, Népszabadság, May 28, 
p.12. 2005

4. Main labour market indicators for Hungary, Poland and 
the czech Republic (1997-2001)

Country Employment rate % Participation rate % Unemployment rate %
1997 1999 2001 1997 1999 2001 1997 1999 2001

czech Rep. 68.7 65.9 65.3 72.1 72.2 71.1 4.8 8.7 8.2
Poland 58.8 57.5 53.5 66.4 65.9 65.7 11.5 12.8 18.6
Hungary 52.7 55.7 56.6 57.8 59.9 60.0 8.7 7.0 5.7
EU (15) 60.9 62.6 64.1 68.1 69.1 69.2 10.7 9.3 7.4

Source: Scharle 2003: 38

5. Unemployment in EU member states

Country 2000 2001 2002 2003 2004* 2005*
EU-15 7.8 7.4 7.7 8.5 7.9 7.7
Slovenia 7.0 5.8 6.4 6.7 6.4 6.0
Hungary 6.4 5.7 5.8 5.9 5.9 5.8
czech Rep. 10.5 8.1 7.3 7.8 8.4 8.1
Slovakia 18.8 19.4 18.5 17.4 17.2 16.0
Poland 16.1 18.5 19.9 19.8 18.3 16.6
Estonia 13.6 12.6 10.3 10.0 9.7 9.3
Latvia 14.4 12.8 12.0 10.6 10.4 9.7
Lithuania 15.4 16.1 13.8 12.3 10.6 10.2
cyprus 5.2 4.4 3.8 4.7 4.1 4.0
Malta 7.0 6.7 7.4 8.2 8.6 8.1
New EU-10 13.0 13.5 13.8 13.8 13.3 12.3
EU-25 8.3 7.9 9.0 9.0 8.4 8.0

*Kopint-Datorg forecast
Source: Palócz 2004: 15
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46 Notes:

1 At the end of 1994, about 2.8 million people were jobless in Poland – an un-
employment rate of 16%. In Slovakia 370,000 people (14.6%) were registered as 
unemployed, in Bulgaria around 500,000 (13%), in Romania more than 1.2 million 
(10.9%), in Hungary 520,000 (10.4%), while in the czech Republic the number of 
unemployed remained very low (170,000 people, 3.2%). (Fassmann 1997: 170)

2 According to ILO standards, the long-term unemployed include persons who 
have had no work for more than a year.

3 The 30 per cent estimate of the share of the shadow economy in the entire 
GDP was produced in a totally unscientific way but became a commonplace in 
economic and political language.

4 It also needs mentioning that, due to the lack of transparency and coherence 
in the newly emerging sphere of vocational training, an inflation of certificates 
of dubious market value occurred in the 1990s, partly due to the lack of proper 
regulation.

5 As victims of the transition, they had to rely increasingly on state subsidies, 
for which they were portrayed--by outspoken political commentators--as parasites 
on the decent working Hungarian nation. It was not difficult to blame the largest 
victim group for the overall economic hardships, and this provided fuel for a new 
round of Hungarian racism.

6 Migration is also influenced by expectations on wages and living standards, as 
opposed to actual ones. Since people expected a recovery soon, they were less 
encouraged to move. Various news about a less than friendly receiving environ-
ment also discouraged emigration. 

7 According to Professor Peter Townsend (1995), the dramatic rise of poverty in 
Eastern Europe is the latest manifestation of global polarization. Apparently, the 
scale of change was different in Russia and in East central European countries, 
but the tendencies were largely similar.

8 According to UNICEF figures, in Russia, Ukraine, Bulgaria, Hungary and Po-
land, excess mortality caused by the ‚systemic change’ reached a shocking total of 
800 thousand between the years 1989-1993 (Petras and Vieux 1995: 1). The rise 
of heart and circulatory diseases has accounted for a proportion of the increases 
in deaths, ranging from 32 per cent to 80 per cent, respectively. Life expectancy 
has fallen in all ex-socialist countries; for Hungarian males this figure is 63 years, 
which is one of the lowest in Europe but, ironically, it is exactly the level at which 
the retirement age has been set for the second half of the 1990s.

9 When capital market pressures subsequently cooled, and in response to an 
unforeseen jump in inflation in September 2000, the National Bank of Hungary 
(NBH) increased its key policy rates by 1 percentage point. In the first two months 
of 2001, amid a steady increase in core inflation, capital inflows prompted the cen-
tral bank to cut rates twice, by a total of 50 basis points. With a view to tightening 
monetary conditions, the monthly rate of currency devaluation was lowered from 
0.3% to 0.2%, from 1 April 2001.

10 The right was not receptive to the reconciliation policy of Péter Medgyessy’s 
government. Street demonstrations challenged the results of the elections, and the 
new prime minister was attacked on the grounds of his service as a secret agent 
in the counter-espionage of the state socialist regime between 1978 and 1982.

11 This attitude demonstrated that the Bank was actually aiming to undermine 
the government’s attempts to fulfill its electoral promises. On the other hand, 
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47the government did not want to renege on its pledge to the electorate because 

municipal elections were scheduled for October 2002 and the right was actively 
challenging the legitimacy of the coalition.

12 The forint would have fallen slightly anyway in the summer of 2003, since 
the Bank had completed the sales of the funds that came in in January 2003. 
However, the incoherent government measures triggered panic, and the outflow 
of speculative funds was only halted by raising interest rates twice, that is, through 
another blow to the real economy.

13 Economic growth in the euro area fell below 1%, and Germany, Hungary’s 
most important trading partner, produced virtually zero growth. Through falling de-
mand for imports, the slowdown in Germany determined the growth opportunities 
for Hungary as well. It is thus a major achievement, if not a miracle, that the Hun-
garian economy in both 2002 and 2003 produced a growth rate of around 3%.

14 János Kun is one of the experts proposing that ERM II should be joined as 
soon as possible but then the introduction of the euro should be delayed, since in 
that system members can expect the EcB to provide support in periods of currency 
instability. On the other hand, Judit Neményi and László Antal insist that Hungary 
should spend a time in ERM II as short as possible, by both delaying accession 
to it and then introducing the euro if the test period provides positive results. Most 
of these positions had to do not only with the long term perpectives but first of all 
the immediate policies of stabilization and adjustment.

15 This timing fuelled suspicion that central policy is biased for the political op-
position against the government and the interests of the economy in general.

16 An earlier amendment in 2001 made the Bank extra-independent. Only the 
governor had the right to nominate members of the Monetary council. Thus the 
council had a capacity to become biased for the political tendency that had the 
opportunity to appoint the governor.

17 The need for adjustment in policies in relation to EMU, with particular ref-
erence to ERM II, was highlighted by Wyplosz (2003) and Willem Buiter, chief 
economist of EBRD, among others.

18 Hungarian labour productivity is second after that of Slovenia among the 
post-transition countries, though it also needs mentioning that labour productivity 
in Austria is double of the Hungarian level.

19 This impact is supported by the changes that followed the increase in re-
tirement age. In the age group affected by retirement age reform, participation 
increased at the same time.
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48 ERzSÉBET SzALAI:

ownership relations,  
Social Structure and the Workers

At the time of the change of the political system, one of the first deeds of 
the successor party of the Hungarian Socialist Workers’ Party was to get 
rid of the epithet ’worker’. Ever since that time the workers, constituting 
more than forty per cent of the society, have not been referred to either 
by the political elite, or by the circles of intellectuals, and whoever does 
so would commit a grave violation of manners… Yet, approaching the 
elections, recently Viktor Orbán, leader of the political right, grasped the 
topic, but was in a hurry to stress that there have been no real conflicts 
between the workers and the bourgeoisie.

The change of the economic system, following the change of the po-
litical one, has affected the different strata of workers rather differently. 
It is a fact, however, that as a result of the original regrouping of capital 
and incomes, representing the change of the economic system, as a 
result of which the goods have been pumped from the majority to the 
minority of the society (Szalai, 2001), it is the majority of workers who 
occupy the second place among the losers, next to the totally deprived, 
poor strata, squeezed out of the labour market for good. (Kolosi-Róbert, 
2004). (Moreover, a common set of the two social groups can be definitely 
identified /Gábos-Szívós, 2004/). This is also indicated by the fact that 
income by work had grown significantly slower than productivity and capi-
tal income up to the election campaign of 2002 (Pitti, 2004; Vígh, 2004), 
and today, after the closure of the “change of the welfare system” (of its 
failure) this trend has been continuing. In my writing I try to describe the 
situation of the workers in the recent past and today. It necessitates the 
definition of the concept of workers on the one hand, and makes a brief 
glimpse at the issues of ownership relations and of the social structure 
indispensable on the other.

An important base of the paper is constituted by my own empirical 
researches concerning the workers, decisively based on interviews in 
depth. The number of these interviews – 42 made with my associates in 
1984 and 49 in 2003 – however, would limit the strength of some state-
ments of the paper. (My researches done in 1984 were summarised 
in a paper to be quoted later.) In other words, some further empirical 
researches would be needed in the future.
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49The Concept of Workers

Nowadays the workers are by far not identical with the figure of the worker 
with a ‘hammer’, or the one putting on a blue-collar work-outfit and min-
ing coal or sweating in a foundry. There are such strata as well, but the 
engineers of informatics, not managing production, also belong to the 
category of workers. By definition: workers are those who live on their 
labour power sold as goods and (but) do not occupy positions in ‘manage-
ment technology’ or intellectual fields within it. Therefore this definition is a 
two-component one: on the one hand it regards the place occupied in the 
relationship between capital and labour, and in the division of labour on the 
other, as a basis for distinction of the given social stratum (strata).

This definition, in keeping with the new phenomena of our era, does 
not exclude the worker to have his share of profit: the better-off part of 
workers in the West (and increasingly with us too) would accumulate their 
smaller or bigger savings in financial institutions, receiving dividends or 
interest in return, which constitute part of the profit. Since however, profit 
only constitutes a fragment of their basic income, and one may speak 
about a conscious ‘investment policy’ only in a very limited sense, the 
given social stratum (strata) should be very clearly distinguished from 
the social group of entrepreneurs exclusively realising capital incomes. 
At the same time the leading managers the decisive part of whose in-
come derives also from the sale of their labour power but this income is 
incomparably higher by scale than that of the actors at lower levels of 
the division of labour, cannot be classified under the term ‘workers’. They 
belong to the social group of capitalists. Moreover, according to some 
theories (such as Galbraith, 1971; Lapthorn, 1998) they constitute the 
apex of that group. (I do not wish to go into detail of this issue now.)

This approach to the concept of workers can be made relevant by the 
paper as a whole. During the exposition, one of our decisive questions 
will be whether one can survey workers who did exist in the past, or do 
exist in the current new capitalism, and are they being organised similarly 
as the working class in Hungary?

From ‘Socialism’ to the Change of the System

In the actually existing socialism ownership rights were concentrated in 
the hands of the ruling estate constituted by the party leadership, by tech-
nocracy and by the managers of big companies (Szalai, 2004b). In face 
of them there was no possibility for the organisation of the “working class” 
for several reasons. Partly, the workers were also nationalised, therefore 
they had no opportunity whatsoever to openly word and represent their 
separate interests. On the other hand, as it is known from the researches 
done by István Kemény (1972), the forced industrialisation of the 1950s 
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50 represented an unorganised, though upward mobility of the workers. The 
most decisive one of its characteristics and consequences is that the 
statuses occupied at work and in the place of residence and the related 
identities were made highly uncertain. This, together with the markedly 
hierarchical nature of the society as a whole, can explain the weakness 
of the evolution of macro and micro communities and, what its corollary 
is, the vigorous dominance of individual, atomised and informal assertion 
of interests. (According to a statement of ágnes Losonczi /1977/ made 
at that time: “When a fairly broad stratum had acquired self-assurance, 
emerging from the level of poverty during the course of accumulation, it 
built the community less and strengthened individualism more. And the 
acquired concern for a better transitory situation damaged patience for 
the others and willingness for mutual assistance.”) Finally, the history of 
the post-Stalinist period of the actually existing socialism is accompanied 
by economic reforms aiming at the marketisation of the economy, by the 
continuous expansion of the sphere of the second economy, which, how-
ever, had very different effects on the various strata of the workers. The 
workers of more competitive, more market-oriented branches, offering 
space for the second economy, were interested in the expansion of the 
process, whereas workers employed in the crisis branches, living on state 
subsidies, were interested in halting, and even reversing it.

It derives from this situation that those strata of the workers who would 
have a good chance to openly express their interests, on the basis of their 
position and opportunities for interest assertion, are not motivated to do 
so, whereas those who would need the chance to openly express their 
interests have a weak position and lack the means to it.

The immediate power background of this paradox is that a tacit 
bargain was concluded, at the beginning of the well-developed phase 
of socialism (more or less from the mid-1960s onwards), between the 
‘elite worker’ and the actors of power at various levels: this type of 
worker could continuously expand his activities towards the second 
economy, while he did not have to give up his position occupied in the 
first economy, but he had to decline the exercise of his political freedoms 
in exchange. Within that framework he also had to give up showing open 
solidarity with his colleagues of a weaker market position and ability of 
interest assertion.

In 1984 I conducted a series of interviews among workers of big in-
dustries, when the above division manifested itself with elemental force 
(Szalai, 1986). The first cleavage was between the workers who were 
able to enter the second economy and those who were unable to do so. 
The general living standards of workers had been continuously declin-
ing from the late 1970s and the early 1980s onwards, more exactly only 
those strata of workers were able to hold on economically who proved 
capable of supplementing their incomes earned in the first economy in 
the various institutions of the second economy (primarily in the economic 
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51communities of firms). (One of our middle-aged interviewees who had 
no supplementary income said the following about it: “And it is relevant, 
or irrelevant, but we are standing in queue in the street for four or five 
quintals of coal. Well, there is such an enormous stratification here! And 
if my humble opinion matters at all, what I don’t like is that they aggregate 
that sum that is in the savings bank, and then they count it per person. 
Only that is not projected how those people live who got no home of their 
own, but had raised a generation, what poverty we had, so that they may 
study, and marry off our daughters.”) The second sharp dividing line was 
the sharp difference between the blue-collar and white-collar workers 
(physical workers and the ‘ones in the office’). The former ones regarded 
the latter ones only as consumers of manufactured goods. Finally, there 
is difference between the broad camp of workers who are totally passive 
in public life and workers who formulate definite views in social issues. 
The latter ones did not express any kind of criticism of the system either. 
In their view, the growing social and economic problems could be cured 
by the “modernisation of management”. (Detail from a conversation: 
“Production should be organised from the top so that it may proceed as 
smoothly as possible and that more should be paid to the workers. If I 
want to preserve my living standards I do not have to work 42 hours per 
week, but 70. Twelve hours each day… We are informed in vain, since 
we cannot have any influence over it. The experience of forty years is 
that the worker has not so much influence over the orders.”)

The growing attraction of the Western consumer model was manifest 
as a general trend, accompanied by the feeling that the workers did not 
control their own living conditions. (In addition to my own researches see 
Losonczi, 1977.) In its depth there is the ‘reality’ that the property called 
‘social’ was not their property, they were only wage workers deprived of 
all the possibilities of openly wording their separate interests in the ‘work-
ers’ state’, initially by straight prohibition and later on increasingly by the 
means of manipulation (Szalai, 2004b).

Though the dominant manner of interest assertion had really been 
an individual, atomised, and informal one, yet the survival of traditional 
social patterns linked to collectivism did have significance, together with 
the fact that collectivism occupied a central place in the official ideology 
of the system. It is on the basis of traditional patterns that a function 
creating value and norm of the ideology of collectivism starts to operate. 
And though communities were not common and were set up artificially 
from the top performing limited functions only, they often could become 
capable of realising community tasks as well, partly under the impact of 
the processes of group dynamism in the already consolidated system. 
(Amongst other things, the public forums in the workplace functioned as 
institutions of limited community, one through which the internal power 
and interest relations /including conditions of remuneration/ became 
relatively transparent and could be influenced at least to some extent.)
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52 This is exemplified among others by the documentary entitled Deco-
rated by Tamás Almási (2001), about a group mostly of women, a socialist 
brigade, established from the top, but developing into a real community. 
Real solidarity, responsibility felt for the community, were simultaneously 
present in their lives, offering a framework for cultural upliftment (support-
ing one another, voluntary work done with conviction, the reading of the 
works of zsigmond Móricz, though made obligatory, ‘yet’ read), existing 
alongside the authoritarian power relations of the Kádár-system, and the 
world of back doors, directly deriving from these conditions. And there 
was individual calculation built on it (the husband of the brigade leader, 
a commander of the workers’ guard ‘involved’ the ‘plain’ workers’ guards-
men in the building of their weekend house during their leisure).

I hurry to add: the evolution of a community is of a rather specific nature 
under the given conditions. Due to the fact that the emergence of groups 
was not based on free decision and voluntary undertakings in the majority 
of cases, and members of the groups were not really free, autonomous 
individuals, the groups were over-hierarchical, based on the principle 
of authority, and the roles were mostly rigidly distributed. On the other 
hand, the groups were inclined towards introversion and internal life. Their 
high degree of vulnerability and instability derived precisely from that. In 
other words the members of groups were unable to react collectively to 
external challenges and shocks could lead to the sudden disintegration 
of these communities.

Finally, based on the characteristics of the macro and micro systems 
outlined above, there is no reason to be surprised at the high degree of 
passivity of the workers in the face of the ‘great challenge’ – the change 
of the political system exploding the power structure of actually existing 
socialism, the time of the beginning of the change of the economic sys-
tem, of privatisation. Nevertheless, a narrow circle of workers attempted 
to represent their interests in the initial process of privatisation within the 
newly organised movement of workers’ councils (at first with the idea of 
total workers’ self-governance and, later, on pressing for employee share 
in the ownership). These efforts, however, ran counter to intentions of 
the new political and economic elites. Furthermore, they could not find 
authentic spokesmen among the intellectuals either; therefore they were 
swiftly swept away (Szalai 1994).

Even the narrow circle of workers inclined towards public activity 
recognised, within a short period of time, their total exclusion from influ-
ence over the direction of the change of the system. csaba áron Kántor 
(1992), a leader of a workers’ council of the time wrote the following about 
it: “The Hungarian employee recognised that his interests could still be 
represented through individual channels. In other words, if he needed 
higher wages, the elite worker would reach a separate bargain with the 
company management, whereas other strata of workers would take up 
additional jobs in the second economy.”
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53In New Capitalism

Historical continuity between the state socialist power and ownership 
structure and those power and ownership relations which have emerged 
during the past fifteen years was created by the specific social role taken 
up by the technocracy of the late Kádár-era (the ‘new elite’ growing up 
within the entrenchments of the state socialist power conglomerate). The 
late Kádárian technocracy played a fundamental role, not only in the 
power structure of late state socialism (and the subsequent dismantling 
of the set of political institutions of the same structure), but also in its 
governing the process of the original regrouping of capital and income. 
During the course of that process it transferred part of its power to the 
local representatives of global capitalism, in exchange for becoming an 
actor of the institutions of global capitalism that are at the apex of the 
international economic and financial superstructure, or at least approxi-
mate to it (Szalai, 2001).

As a result of the original regrouping of capital and income, one had a 
power and ownership structure of more actors than the earlier, and a far 
more complex social structure has also emerged.

It is the economic elite that are in the centre of the power structure. Its 
sub-fractions, constituted by the parliamentary political parties and by 
the cultural elite, are unable to offer alternatives that might differ from 
the interests of the economic elite. The economic elite are separated 
from the society through the concentration of ownership rights; their most 
important group is constituted by the leading managers of enterprises in 
foreign ownership.

Individual, atomised and informal interest assertion continues to be 
(or is becoming) ever more the dominant way of interest assertion for a 
majority of social actors. Yet, the internal divisions of the economic elite 
do, though weakly, structure society. More precisely, it is the relationship 
with the economic elite and its internal divisions that present themselves 
decisively as factors shaping the power structure.

I hypothesise that there are the middle strata, constituting a lose pile 
that are present in the society. This pile is colourful and consists of strata 
of different interests. Also part of society are those who are excluded even 
from this circle. They constitute the lower part of society.

First of all, those social strata that belong to the direct sphere of influ-
ence of the power elite, dominated by the economic elite, can be distin-
guished from the ones that do not belong to that sphere.

Those who are linked to the power elite (dominated by the economic 
elite) – are employed by their business interests or organisations – con-
stitute part of the middle strata. They are subdivided into two strata. There 
are those who work in sectors in foreign ownership and those who are 
active in the sphere of the domestic elite. Another stratum of the middle 
ones, namely those who are not linked to the power elite, is internally 
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54 further structured. One of its sub-strata is constituted of social actors of 
autonomous existence, such as small and medium-sized entrepreneurs, 
the wealthy inactive. The other sub-stratum contains those subordinate, 
but highly qualified employees, who do not belong to the first stratum.

State employees, who are not highly qualified, are not linked to the 
power elite, nor are less qualified employees (such as skilled and un-
skilled workers employed by small and medium-sized entrepreneurs). 
Inactive people (such as the unemployed) without means of their own do 
not belong to the middle strata and constitute the lower part of society. 

I illustrate this by the following model:

The Social Structure of New Capitalism in Hungary

Middle strata linked to the power elite

Employees of the foreign-
owned elite sector

Employees of the domestic-
owned elite sector

Middle strata not belonging to the power elite

Middle strata
People of autonomous 
existence. E.g. medium 

and small entrepreneurs, 
wealthy inactives

Subordinate, but highly 
qualified employees, not linked to 

the power elite

Social strata 
at the bottom Not wealthy inactives

State 
employees not 
linked to the 

power elite and 
not highly 
qualified

Other 
employees, 
not linked to 

the power elite 
and not highly 

qualified

In this model (where I estimate the proportion of the three main strata 
as one-third each) the situation of both the white-collar and blue-collar 
employees is a special one: the structure outlined here cuts through the 
traditional social groups though, in this paper, I am dealing only with the 
workers. Workers can be found partly in the sphere of the middle strata 
linked to the power elite (in other words among the employees of the elite 
sector in foreign ownership or in domestic one), and partly also among 
the social strata at the bottom (part of the non-wealthy inactives, as a 
reserve army of the unemployed, and among those employees who are 
not highly qualified, are not linked to the power elite or are the skilled and 
unskilled workers of the small and medium-sized enterprises).

The situation of the workers is highly differentiated in respect of what 
has been outlined above. Partly it is commonly known that the wages in 
the foreign-owned sphere (where about thirty per cent of all employees 
are concentrated) are 25 to 30 per cent higher than the wages in the do-
mestic sector. The former ones are the relative winners of globalisation. 
(The adjective ‘relative’ indicates that their advantage can be identified 
only under the domestic conditions. (If compared with the workers of 
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55the core countries, their wages are rather suppressed and their working 
conditions are also significantly worse.) At the same time, the workers 
belonging to the bottom social strata and the unemployed reserve army 
live in deep poverty. On the other hand, there is sharp difference in so 
far as the nature of work goes. While the workers in the foreign owned 
sector, and in some large domestic big enterprises (perhaps excepting 
IT) are the automatic servants of a mostly automated technology, it is 
the presence of the type of ‘Jack-of-all-trades’ worker inherited from 
state socialism (socialised by its colourful second economy) who still 
dominates the sphere owned by small and medium-sized entrepreneurs. 
(The former ones constitute the younger and the latter ones the older 
stratum of workers.) (Szalai, 2001)

In general it can be stated that there has been a major differentiation 
in progress among the workers, compared to the one that began under 
socialism as the result of this process of restructuring. The essence of 
the process is that the workers of the heavy industries sink to the bot-
tom social stratum and are de-classed for good (becoming permanently 
unemployed and /or/ are forced to live on jobs poorly paid or on casual 
ones /Ladányi, 2003/). Those who work in the competitive branches of 
industry (competitive particularly in the Western markets) and in service 
branches rising in the market, even if they are unable to significantly 
increase their income and raise their social status, are at least able to 
hold on. The second group evolves only in a smaller part by the transfer 
of workers to these mostly new sectors, and much more by the entry 
of new and young strata of workers, their characteristic feature is that 
many of them are diploma-holders or highly qualified individuals who are 
forced to work in jobs requiring far lower skills (Gazsó-Laki, 2004). (One 
reason for the latter is that a workforce possessing knowledge adequate 
to the requirements of those jobs is increasingly less available. And it is 
explained by the collapse of skilled-worker training, which is attributable, 
primarily, to the elimination of all kinds of social prognosis-making and 
planning motivated by ideology, hence the training of skilled workers has 
practically lost directions.)

A characteristic feature of the change of the system and its accom-
panying restructuring is manifest in the career path of those workers (of 
unknown numbers) who, at the beginning of the changes, left their jobs 
at state-owned firms during the atmosphere of a general euphoria for en-
terprise and the start of autonomous small ventures which subsequently 
went bankrupt en mass, partly as a result of excessive supply in some 
segments, and partly due to the lack of market knowledge and networks 
of connections. They find themselves at the bottom of the social hierarchy 
in no time (and are often as homeless). There is hardly any return from 
that level (Szalai, 2003).

The general situation and interest-asserting capacity of the workers is 
perhaps best characterised by the segmentation of the formerly mostly 
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56 uniform labour market. Ferenc Gazsó and László Laki (2004) write the 
following about it: “Though the forms of manifestation are surprisingly 
variegated, one should only remember the well-known distinctions of 
‘legal’ and ‘black’ (‘grey’), of ‘market’ and ‘below the market’ economies, 
the ‘dual structure’ of the market segment, the entirely different develop-
mental strategies of the ‘gateway cities’ and the ‘non-gateway cities’, of 
the ‘depressed’ and ‘flourishing’ regions and their combinations; what is 
common in them is that they set basically different demands to labour. 
At the same time they offer work of very different quality, conditions of 
employment and work, wages, incomes and career opportunities to those 
who are able to, or are forced to enter these markets”. Ildikó Ékes (2003) 
goes further and proves that the very same labour force is able to sell 
itself differently in every market.

The phenomena of segmentation show the weakness of the supply side 
of the labour market. Labour has no opportunity to flow towards economic 
organisations providing higher incomes and statuses, not only because 
of its limited knowledge. The fact is that on the demand side there is a 
firmly fixed monopoly position (including a multitude of monopoly situ-
ations), which is at least as important a factor in this phenomenon. In 
other words, it can be stated that the labour market does not function, 
or if at all, only partially.

Despite strong differentiation it is worth presenting some average 
data characterising the income situation of workers. In 2002 the gross 
monthly income of white-collar employees having higher qualifications 
was HUF 236,766 in the competitive sphere; it was HUF 131,272 in the 
case of white-collar employees of medium-level qualifications; it was 
HUF 98,891 for administrative staff; it was HUF 89,070 for skilled work-
ers; it was HUF 81,317 for semi-skilled workers; and HUF 66,070 for 
unskilled workers. Nevertheless the strong differentiation among workers 
of different qualifications is unambiguously indicated by these figures 
even if they do not indicate differences by ownership forms, branches 
of the national economy and parts of the country. It partly emerges as a 
result of growth of average incomes after a significant decrease, mostly 
in the years of ‘distribution’ linked to the period of the 2002 parliamentary 
elections, when the income of the white-collar workers grew significantly 
faster than that of the blue-collar ones. (The gross income of the former 
ones was reduced to 99.4 per cent by 1997, compared to 1994, but 
then, compared again to 1994, it increased to 125.1 per cent by 2002; 
whereas the gross income of the blue collar workers dropped to 91.2 
per cent between 1994 and 1997, and grew to 105.8 per cent by 2002 
compared to the 1994 base.) (Source: Office of Employment, 2004.) 
(Growth data of unchanged price are of limited validity as a result of 
difficulties of comparison.)

According to the civic country report of the National Federation of Hun-
garian Trade Unions, issued in June 2004, the growth of real incomes 
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57of workers and the formerly somewhat sensible growth of employment 
have practically halted with the end of the ‘change of the welfare sys-
tem’. Parallel to it, the decrease of the real income of blue-collar workers 
has begun and is even expected to continue. (The report also stresses 
that while the domestic output of work reaches 54 per cent of the Union 
level, the wages reach only one-third of the same in the Union /Kun J., 
2004b/.)

It can be seen on the basis of data given above, what I have repeatedly 
indicated: even the still employed part of the workers of lower qualifica-
tions ‘reaches’ downward the social group of the poor. (According to 
the data of András Gábos and Péter Szívós /2004/ the proportion of the 
deprived in the families of ‘employed’ heads of households is 8 per cent, 
the proportion of the subjective poor is 17.9 per cent, and the proportion 
of multi-dimensional poor is 1.5 per cent.)

The income of workers is particularly low if it is remembered that their 
daily working hours go much beyond the ones stipulated by law (averag-
ing 11 to 12 hours). And if these incomes are compared to the income 
of top managers they are strikingly low: according to expert opinion the 
income of ‘multi-managers’, belonging to the topmost income category 
of top company managers, reached an annual HUF 50 to 60 million in 
2000 (Szalai, 2001).

In addition to low incomes and overworking, the employment situation 
of a large part of the workers is characterised by total exposure. Accord-
ing to Ilona Liskó’s researches (2000) on both grey and black labour, 
non provision of health care, pensions and regular leisure is far more 
widespread than it used to be during the previous regime (the number of 
hours spent at work has doubled at least). While insecure work had only 
supplemented wages paid in the big socialist firms, now it is being done 
alongside and within the place of legal work. The proportion of those who 
do exclusively grey and black work is almost thirty per cent within the 
total of the employed (based on calculations by Sándor ádám and János 
Kutas). In addition, the market value of this activity, due to surplus supply, 
has declined significantly in comparison to the level that had evolved in 
the previous system (Ékes, 2003).

In addition to not granting entitlement for the system of social provision, 
grey and black labour does not even mean a minimum security of job 
and income generally to the employees but particularly to those workers 
of lower status. A previously unknown phenomenon is on the spread 
mostly among those near the bottom, namely that employers do not pay 
wages for months, and next they simply disappear without even declaring 
bankruptcy. This form of employer behaviour affects the legally employed 
too, who, in the case of a real or created bankruptcy, do not get their 
severance money sometimes for several years (see Tanács, 2004).

The dimensions of total exposure, however, can be further enumerated. 
With the massive elimination of workers’ hostels, many went straight 
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58 onto the streets. In many cases employers rudely violate basic human 
rights: they apply ethnic, age and gender discrimination. (It is primarily 
Roma, people above forty, or forty-five and the expectant mothers who 
are in a disadvantageous position.) In addition, within the framework of 
the ‘interviews’ preceding employment the applicant often has to answer 
questions that relate to his or her most personal sphere (for instance, 
when and how he or she plans to change their place of residence). Mul-
tinational companies, offering better working conditions in many respects 
than the domestic ones, often claim the entire life of their ‘employees’. 
(For instance the ‘employee’ should not switch off the cell phone, even 
at night, etc.) For fear of being dismissed many people carry on working 
even when they are seriously ill.

A further and summing up dimension of exposure is represented by 
the plasticity of labour regulations. (János Rudnay, President of the 
Hungarian Association of International companies says the following 
about it: “The labour market is flexible in Hungary, the working hours 
can be shaped more freely, week-end work can be organised more eas-
ily than in other countries. The investors who have come to the country 
only because of cheap labour move to other places … But it is still a 
major advantage … that the Hungarian labour rules /compared to the 
Austrian or German ones/ are flexible. For instance, the employers are 
less bound by collective agreements that are valid for the entire country.” 
/Kun J., 2004a/).

On the other hand, it gravely violates the right of assembly, included in 
the constitution, that it is practically impossible to organise a trade union 
in small and medium-sized companies (mostly in domestic ownership) as 
even pronouncing the word may result in the loss of job.

Nevertheless, unemployment is the most dangerous ‘spectre’ for the 
workers. According to zsuzsa Ferge’s research group, this is the most 
decisive reason for the development and solidification of poverty (Bass-
Ferge-Márton, 2003).

ágnes Losonczi (2004) aptly says: “The workers had never believed 
that the ‘factory was our own’, but that it could belong so much to some-
one else that even jobs would not remain of it – this was unexpected.” 
So much unexpected, I may add, that the workers got petrified by this 
realisation.

Attitudes and Opinions

Eszter Bartha (2003) recently did research among workers in a former 
‘model factory’ of state socialism. The issues that were central to the 
respondents’ understanding of system change were the following: the 
decline of the factory, the disintegration of the collective, fear from dis-
missal and declining living standards.
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59My own researches among workers corroborated Bartha’s experi-
ences and have explored new interrelationships as well. Partly, there is 
a deep division in attitudes between the older and younger generations 
of workers. The older look back on the Kádárian system with deep nos-
talgia and bitterly criticise their current conditions. Though they regard 
the change of the system inevitable, even in hindsight (“in socialism we 
lived on credit” – said one of our respondents), they vigorously blame 
the governments that have since been in office for not controlling the 
inflow of foreign capital, and for the economic processes in general. 
This is why, according to them, the company owners and managers may 
abuse the workers by telling them that if they had demands the company 
would move to the East where cheaper and more adaptable labour can 
be found. Employees of the multinational sector mention among their 
grievances that their wages, as well as working conditions and the pos-
sibilities of interest assertion, are much worse in the subsidiaries than in 
the Western parent companies. 

An excerpt from an interview: “It could be otherwise too. I see because 
I go abroad a lot. People live at an entirely different level there. Just 
recently, I visited a German factory; there is no hurry and anxiety there. 
Breakfast time begins at 8.20 a.m. sharp, the machine is switched off 
so that it may not make any noise until the man takes his breakfast, 
next he picks up his newspaper, places his radio and listens to the 
news, he would eat comfortably, and when he had his fill he would 
comfortably walk back to the machine and start to work. Here people 
eat while working on the machine, with bread-and-lard, or bread-and-
butter in one hand, and a cigarette in the other one, they eat and smoke 
their cigarette, while loading the machine. Then, the German technical 
manager comes up to them and asks why they are eating and why they 
don’t work.”)

While the elderly workers are embittered, the young ones are apathetic. 
They do not formulate an opinion, even in relation to their immediate liv-
ing conditions. They do not accept a worker-identity at all, and consider 
themselves as ‘employees’. Of the older, several people say ‘out of habit’ 
that they are trade union members, but the younger ones don’t join. When 
speaking about trade unions, their common opinion is that it would only 
be a united trade union, taking a firm stand on a national level, that would 
be really able to represent the interests of workers.

Workers actively formulating their opinions criticise the total lack of 
transparency in the conditions of remuneration in their workplaces (“it was 
not this way in socialism” – stated several people), and the ‘outstanding’ 
income inequalities are sensed as benefitting the ‘office workers’ a few 
storeys higher.

What could be the most vigorously experienced was the total lack of 
perspective concerning the future, and the paradox of floating and being 
settled down for life from one day to the other. There is also the weak 



ST
rU

C
TU

ra
lC

H
a

n
g

ES
 in

 T
H

E 
H

U
n

g
a

ri
a

n
 S

o
Ci

ET
y

60 belief that with more work, more accommodation and smart individual 
action, one may survive…

Will There Be a Working Class?

The workers are not being organised into a class in the new capitalism 
either. According to the Marxian theory I consider relevant in this context, 
the essence of the class theory is in the assumption of class struggle and 
that social change is caused by the clashes of social classes.

The Hungarian workers manifested themselves as a working class dur-
ing the 1956 revolution for the last time. It is primarily due to its struggles 
of those days and the struggles of the revolutionary workers’ councils 
that we became the ‘jolliest barracks’ from the early 1960s on. In that 
process of consolidation however, the disintegration of the working class 
took place, which (partly as a heritage of this process in socialisation) has 
been unable to reorganise itself, even under the impact of the shocks of 
the new capitalism.

On an individual level, it is manifest in that while in the classical period 
of the previous regime, the situation of the worker was characterised by 
some kind of relative autonomy, whose essence was to provide an oppor-
tunity for the slow expansion of the minor rights of the worker besides his 
strong obligations, in the new capitalism it is not the expansion of minor 
rights that unfolds for the majority, but their obligations are transformed 
into total exposure. (This situation is well characterised by László Bihari’s 
report made among employees of the Hungarian State Railways in 2004 
and Szalai, 2004b).

Atomisation, weak structure, lack of organisation of the workers is one 
decisive factor of their strong exposure, or even the decisive factor of 
their gravely exploited situation as well. (Therefore, for me, the denial of 
the existence of the working class does not mean the denial of exploita-
tion, but rather confirms the latter). This relationship of production was 
also a characteristic of actually existing socialism, but at that time the 
worker could have some share of extra profit as a ‘price of silence’. In 
new capitalism, exploitation becomes total. As we have seen, part of the 
workers (in contrast to Marx’s assumption) are unable to realise even the 
cost of the reproduction of their labour force in the market. Not mention-
ing the fact that their bargaining position is spectacularly subordinated 
to the capitalists and it abundantly qualifies the concept called special 
exploitation by János Kis (1994). (See my theory related to exploitation 
in detail in Szalai /2001/.)

Though the system changes in Hungary and Eastern Europe (with the 
exception of Poland) are not the result of class conflicts, nevertheless 
class conflicts do stand behind them. Only they are not on the local, but 
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61on an international level. As a result of the general fall of profit rates, the 
international class struggle has been enhanced since the late 1970s 
(Went, 2002). Under the given conditions, the international economic 
and financial superstructure is becoming more interested than before in 
breaking down the welfare achievements of the capitalism of the core, 
and the elimination of ‘collective experiments’, namely those of existing 
socialism. (The latter interest is not only explained by economic motiva-
tions, such as the acquisition of the market, of cheap and well-trained 
labour, and of the cheap means of production, but also by the fact that 
the mere existence of a rival social setup, even if only imitating commu-
nity nature, disturbs it more than ever after its neo-liberal turn.) This is 
not necessarily a conscious effort of that superstructure; rather, as it is 
said by Marx, it is not conscious of it but acts accordingly. Therefore, the 
ex-socialist societies are affected by the class struggle in this particular 
form and the societies of the local semi-peripheral new capitalism are 
affected in that the ‘superstructure’ attempts to utilise Eastern Europe as 
an experiment ground for the struggle against the working class of the 
Western core countries. (Szalai, 2004a).

The question is how far the workers of our region will tolerate this 
situation without any reaction. In other words: whether they are able 
to organise themselves into a class. The answer basically depends on 
two things. On the one hand, could the strongly differentiated workers 
find common interests? At the very least there must be such a common 
interest, even if it is nothing more than to acquire a real possibility and 
opportunity of free organisation. (Not against the legislators or the politi-
cal elite, but against the economic elites.) On the other hand, and in this 
context, whether the trade unions would be able to renew themselves 
and to take united and national steps to create real solidarity among the 
workers. There is a significant limitation. Just like in the world, in Hungary 
too, the conditional forms of employment, ensuring a decreasing degree 
of job security, have spread. (Moreover, as I mentioned it earlier, we 
are an experiment ground; therefore they are even more widespread in 
Hungary.) (Szabó, 2003; Szalai, 2004b). Thus the trade unions, hitherto 
decisively linked to specific places of work, have to fundamentally change 
their strategies of interest assertion if they want to survive, and will have 
to undertake the interest protection of the temporarily and permanently 
unemployed as well. They will also have to develop close contacts with 
the anti-globalisation movements that take up variegated and more mul-
tidimensional social problems than trade unions do, and are organised 
on international level. Last but not least, they have to develop contacts 
with the international trade union movement. For it is only global civil 
resistance that may be effective in the face of global capital striving to 
subject everybody.
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64 ESzTER BARTHA:

Workers after the Workers’ state: 
Ethnography of change  

in an Ex-socialist Model Factory

Introduction

The objective of my work is to offer a critical reading of postsocialist 
change constructed by workers in the Hungarian ex-socialist Rába fac-
tory in the industrial town of Győr. The research intends to explore how 
the “ex-socialist” workers interpret the transformation of their micro world 
since the change of regime. The scale of change was apparently radi-
cal: Rába had to sell all of its branch factories located outside of Győr, 
and the manpower was reduced from around 21,000 to 5000. My work 
aspires to analyse change from the perspective of workers, who live 
through this experience. 

The choice of topic was motivated by a gap in Hungarian transforma-
tion studies. While there is a burgeoning literature on the old and new 
elite, Hungarian workers have been a neglected field of interest. In the 
past regime, any real research on workers was considered to be politi-
cally undesirable because the “actually existing” conditions of the working 
class could have been used as a criticism of “actually existing” socialism. 
In the new regime, workers have become associated with the state social-
ist past. The intellectuals, who got rid of ideological control, were happy 
to explore the formerly banned “bourgeois” ideologies and considered 
anything that smelled of Marxism as a doctrine that has been surpassed. 
This intellectual climate was not very favourable for the rediscovery of 
the working class.

To be sure, there have been a few attempts in art, cinema, and litera-
ture to explore “subaltern” perspectives from ex-socialist factories. Pál 
Schiffer has made a prize-winning documentary film on the transformation 
of Videoton, one of the largest enterprises under socialism, which was 
based on interviews with the workers conducted in 1990, 1994 and 1998. 
The documentary was a carefully constructed representation of gradual 
deterioration and decline. The workers shown in the documentary clearly 
understood the situation and developed a very critical reading of “transi-
tion” to capitalism. This was markedly different in the literary work Iron 
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65Mill (Vasmű), where the writer presented the workers as essentially good 
hearted but mentally retarded people, who are incapable of forming any 
opinion of the world beyond the family and the factory mill (Tábori 1998). 
In that the book largely differs from the rich critical tradition established 
by writers such as Endre Fejes, György Moldova and ákos Kertész, who 
were particularly concerned with the life of the “little man.”1

The lack of attention given to workers in transformation studies has two 
consequences for my research. The first is the intention to explore a par-
ticular view from below, which so far has been neglected in the Hungarian 
literature. The second, more ambitious objective is to bring a “subaltern” 
perspective back in the dominant discourse. For reasons, which have 
been discussed above, workers can be seen as one of the “subaltern” 
groups marginalised in the dominant discourse of transformation. While 
it does not take anyone by surprise that this discourse is generated by a 
narrow circle of intellectuals, one might go further to argue that it is also 
confined to the intellectuals’ reading of transformation. The exploration of 
“subaltern” perspectives is therefore expected to facilitate the broadening 
of transformation discourse, thereby contributing to a better understand-
ing of postsocialist change.

It is not the intention here to discuss major theoretical perspectives on 
transformation but rather to point out one major shortcoming. These cogni-
tive maps of postsocialist change, while focusing on the macro structures 
of state and economy, leave little space for the micro-world-of-day-to-day 
life, for the cumulative impact of what Róna-Tas (1997) has called “small 
transformations”.” After the change of regime, many people accepted 
the idea that Hungary was destined to move ahead to join the ranks of 
advanced Western countries. The adoption of Western institutions was 
expected to correct the serious mistakes of the communist regime and 
lead the country to ever-greater modernity and prosperity. 

The failure of this project has called into question the “transition” para-
digm and gave rise to the development of new perspectives on transfor-
mation. These theories, nevertheless, offer no answer to the question, 
how ordinary people attempt to read a situation in which the experience 
of “small transformations” continuously contradicts the “expectations of 
modernity” (Ferguson 1999). As Ferguson rightly argues, the myth of 
modernisation was never only an academic myth. It provided a set of 
categories and premises that continued to shape people’s experiences 
and interpretations of their lives well after modernisation has become a 
discredited theory in the academic world. The intention of my research 
is to show how the “small transformations” the workers are experiencing 
facilitate the redefinition of these categories and develop into a critical 
reading of postsocialist change. 

To construct a view from below, and attempt to interpret the workers’ 
reading of transformation, I chose ethnography as the most promising 
method of inquiry. The primary sources of data were sixteen “active” 
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66 interviews conducted with the workers during the three-week period of 
fieldwork (Holstein and Gubrium 2002). Since the intention was to study 
how the workers read “transition”, all the narrators were selected from 
the age-group of people in their forties, fifties and sixties, who had suf-
ficient experience of working in the socialist Rába factory.2 The secondary 
sources used for the establishment of the context include the relevant 
press materials located in the factory and the city archives, amongst them 
the newspaper Rába Újság, and six interviews conducted with the former 
directors of the factory.3

Two major findings have emerged from the analysis of the narratives. 
The first is that the experience of “small transformations” generates a 
critical reading of postsocialist change. The key topics addressed in all 
narratives are the decline of the factory, the disintegration of the collec-
tive, the fear of unemployment and the falling standards of living. These 
“four aspects of decline” were discussed not only for the longest period 
of time but also mentioned with the greatest emphasis. Since they were 
apparently the most important changes that have happened in the work-
ers’ lives, they will be the central topics of analysis. 

With respect to the decline of Rába, it will be argued that the workers 
are consciously constructing a counter-discourse to the official reading 
of the Rába-history represented by the new managers. They not only 
express their disappointment with the changes but they also redefine 
the official categories to develop their alternative reading of change. 
What they see and experience is the lack of work and the disintegration 
of the factory, which they contrast with the official reading of successful 
restructuring. In this respect, it will be argued that these narratives are 
products of a critical discourse constructed at the shop floor.

The second aspect of decline is the disintegration of the collective. In the 
light of the narratives, the people used to participate in an intense commu-
nal life, which they recalled with a sense of loss. The disintegration of the 
collective was uniformly related to the decline of the factory. The narrators 
reported that they were under constant pressure because of the lay-offs, 
and this tension poisoned the atmosphere in the working place. Workers 
would typically use the antonyms “relaxed” and “tense” to describe the 
difference between the old social network and the new one. 

The lack of work in the factory was apparently a major source of tension 
for the narrators. This takes us to the third aspect of decline. All the work-
ers claimed that the situation in the factory was very insecure and that 
they lived in a constant fear of being put on the trash heap. In this respect, 
the people, who were close to retirement age, considered themselves 
relatively lucky because they would not look for new employment. The 
workers under 57, were, nevertheless, apparently very much concerned 
about the loss of their job in Rába. They all claimed that their skills and 
age put them in a disadvantageous position in the labour market. It is, 
nevertheless, worth pointing out that male workers were more optimistic 
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67about the prospects of re-employment than female respondents, which 
shows their awareness of discrimination in the labour market. 

The fourth aspect of decline is the loss of material security. In the 
research the overwhelming majority of workers reported that they lived 
“much worse” now than in the past. In order to make ends meet, most of 
the narrators had to renounce such “luxuries” as going on holidays, eating 
out in restaurants (let alone cheap ones) and maintaining a car. People, 
who lived in single-income households, were in a particularly bad financial 
situation. They reported to have experienced the most radical decline.

The second major finding is that these negative experiences had little 
impact on the evaluation of capitalism per se, which was considered to be 
much better for workers than “actually existing” socialism. The narrators 
apparently associated capitalism with the “West” and thus, with material 
prosperity and welfare. The contradiction between the experience of 
“small transformations” and the “expectations of modernity” was resolved 
with the argument that “something went wrong” with the implementation 
of capitalism in Hungary.

The question “what went wrong” with capitalism has been addressed 
at two levels in the narratives. At the factory level, two types of argu-
ments were developed. According to the first version, the failure can 
be attributed to mismanagement. This version was supported with the 
uniformly negative views on the new managers, who were considered 
to be incompetent and unmotivated. Their lack of connection to the town 
was an object of frequent criticism (the “Budapest people”). The workers 
would typically argue that the new management took no interest in the 
prosperity of Rába and the collective, and they only cared about the “mil-
lions” they earned in the factory. The huge wage differentials between the 
new managers and the workers were considered particularly unjust in the 
light of the economic troubles of the factory. All the narrators would make 
explicit comparisons between Ede Horváth, the director of the socialist 
Rába, “who always brought work to the factory”, and the present manag-
ers, whom he would have “kicked out a long time ago.” 

The second type of arguments relates the decline of the factory to a 
conscious design. There were narrators, who argued that the “Budapest 
people” were intentionally destroying production to enable the proprietors 
to sell the valuable estates of the factory. The rumours that one centrally 
located estate was to be bought by an Israeli company gave rise to the 
fabrication of conspiracy theories and racist arguments. Some narra-
tors suspected “connections” between the new director and the Israeli 
company. 

At the level of national economy, most narrators would blame the 
multinational companies for the destruction of Hungarian industry. They 
argued that the “multies” bought factories in Hungary only to close them 
later to eliminate potential rivals. The views on the expansion of multina-
tional companies were, nevertheless, not very consistent. Many narrators 
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68 claimed that they opened up new job opportunities for the workers, which 
was considered an important advantage. It was, nevertheless, a common 
fear that multinational companies can “pack and go” at any time, leav-
ing behind an industrially devastated land and a mass of unemployed 
people. The narrators would typically expect the government to interfere 
and defend Hungarian industrial interests.

These findings would be difficult to compress into any transformation 
paradigm. Quite the contrary, the workers’ views on capitalism can be 
best described as “consistently inconsistent.” These inconsistencies 
should not, nevertheless, be attributed to the narrators’ inability to formu-
late a coherent view on the world beyond the factory. They can rather be 
seen as the expressions of the contradictions of change, which is exactly 
the way in which workers experience “transition.”

Methodology

The data

The primary sources of data were sixteen interviews conducted with the 
workers during the three-week fieldwork. To find respondents, I used the 
snowball method. Shop floor trade unionists were of much help to locate 
people. Some people were “recruited” in the factory bus. The three pen-
sioners, who were amongst the interviewees, were regular visitors of the 
Rába pensioners’ club founded by the old director. Other respondents 
were “found” during my regular visits to the factory. The fact that the 
interviews were conducted during normal working hours facilitated the 
workers’ participation in the research. 

It is recognised that qualitative research poses a different set of prob-
lem for representativeness and validity than quantitative research. Since 
I am using the ethnographic method, my informants were not intended 
to be “representative”, which can anyway be problematic in qualitative 
methods (Hammersley and Atkinson 1983; Burgess 1984; Denzin and 
Lincoln 1998). Two selection criteria, nevertheless, have to be mentioned 
that I have taken into consideration. I selected an equal number of men 
and women; and I attempted to establish a balanced ratio between the 
“active” and the “retiring” people. Out of the sixteen people, three were 
pensioners (one man and two women), and one would reach the retire-
ment age in less than a year (one man). 

Silverman (1993) has called our age the “interview society”, referring 
to widespread use of the method to generate knowledge. Indeed, there 
is an impressive literature on interview techniques (just to mention a 
few examples, Douglas 1985; Mccracken 1988; Reinharz 1992; Finch 
1993; Rubin 1995; Fontana and Fry 1998; Wengraf 2001; Holstein and 
Gubrium 2002). In the research “active” interviews were used, which were 
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69considered to be the most adequate means for the purpose of the re-
search (Holstein and Gubrium 2002). While in the conventional view, the 
interaction need to be kept strictly under control, “active” interviews are 
seen as unavoidably collaborative. Therefore, as Holstein and Gubrium 
(2002) argue, instead of making a long list of methodological constraints 
under which “standardised” interviews should be conducted, researchers 
should take a more “active” perspective and acknowledge and capitalise 
upon the interviewers’ and respondents’ constitutive contributions to the 
production of research data. 

The interviews lasted 80-120 minutes and were taped. In each case 
it was agreed that the records would be treated anonymously; in the 
course of analysis pseudonyms were used. The questions asked were 
general enough to give enough space for the narrators to elaborate on 
the issues they considered to be important with respect to postsocialist 
change. They generally started with the discussion of the most important 
personal experiences of change, and progressed towards more specific 
questions with respect to the dimensions explored by the narrators. In 
each case the narrators were encouraged to evaluate the changes (which 
most of them happily did without encouragement).

It is worth pointing out that gender difference proved to be significant in 
the structure of the interviews. While men took an obvious interest in dis-
cussing their views on general political and economic issues, the narra-
tives constructed by women focused on changes experienced in relation 
to the family and the household. Given that the research has not collected 
data on the construction of gender roles, it would be highly speculative 
to develop any further arguments. The intention here is merely to point 
out that it is a challenging topic for future research. 

The secondary sources of data, which have been collected during the 
fieldwork, include the materials of the factory archive, the copies of the 
factory newspaper Rába Újság and other articles and press materials. 
To complete the picture, I also conducted interviews with six members of 
the high management about the history of Rába (four retired managers, 
who were in position until 2000 and two “new” leaders). The information 
obtained from the managers was used to complete the results of my 
archival research on the history of the factory. 

The limitation of research

Since I was using the ethnographic method, my informants were not 
intended to be “representative”, which can anyway be problematic in 
qualitative methods (Hammersley and Atkinson 1983; Burgess 1984; 
Denzin and Lincoln 1998). Apart from the two criteria discussed above 
the respondents were selected at random. In the course of fieldwork, I 
have, nevertheless, used two strategies to facilitate generalisation. The 
first was the spatial extension: respondents were “recruited” from different 
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70 sites and machine shops located in the two estates of the factory, one in 
the centre and one on the outskirts. The other strategy was the number of 
the interviews, which was expected to eliminate major idiosyncrasies. The 
fact that the reading of change in these “random” samples follows very 
similar patterns justifies the formulation of more general arguments. 

It is, nevertheless, recognised that the specific age group I selected 
puts limits to generalisation. All the people in my research were above 
45. They uniformly felt disadvantaged in the labour market because of 
their age and skills. They would often make explicit comparisons between 
themselves and their children, who were mostly working for multinational 
companies. It is most probable that these young workers develop a dif-
ferent reading of postsocialist change than their parents. 

With respect to the second question, it has to be pointed out that the 
“specificity” of the factory also puts limits to generalisation. The Rába 
was one of the most successful socialist factories, well known not only 
in the Győr-Sopron county but also in the whole of Hungary. From the 
late 70s onwards, it has been exporting to the United States, which was 
considered a unique achievement (and recognition) in state socialist 
Hungary. The Rába workers enjoyed a material and social prestige well 
beyond the national average. It is therefore reasonable to assume that 
the Rába workers experienced a more radical decline than workers in 
“average” social factories.

Analysis

Problems of analysis

The discussion of the analysis will follow the criteria developed by Alt-
heide and Johnson (1998) to assess interpretive validity in qualitative 
research. They identify five dimensions, which include problematic is-
sues for the interpretation. These are the relationship between what is 
observed and the cultural and historical contexts; the relationship among 
the observer, the observed and the setting; the issue of perspective; the 
role of the reader in the final product; and the issue of representational 
and rhetorical style. In what follows, an attempt will be made to prob-
lematise these dimensions with respect to the structure and presentation 
of my analysis. 

Considering the first dimension, the sound establishment of the context 
was seen as an integral part of the research. One objective of the field-
work was to collect a considerable amount of “background” information 
about the factory. The “Rába-history” has been constructed on the basis 
of my research in the factory and city archives and interviews conducted 
with members of the high management, who were in position until 1999. 
The combination of archival research and the interview-method was 
chosen to facilitate the integration of different perspectives. 
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71Regarding the relationship between the observer, the observed and 
the setting, it is recognised that idiosyncratic elements cannot be fully 
eliminated. I have found it easier to talk with some respondents than with 
the others; in some cases I immediately found the “right” questions while 
in others it took much longer time to get to the topics that they found 
relevant for their experience of “transition”.” The construction of images 
was apparently mutual. Side comments such as “you should write that 
this is the truth” suggest that many narrators saw me as a “contact” to 
official persons. It has to be admitted that the interviewing went more 
smoothly than I anticipated after the difficulties to negotiate entry to the 
field. I have started to see the Rába as “my” factory, which has inevitably 
influenced the research.

The third dimension poses more problems to the analysis because 
there are two ways in which it can be interpreted. One way is to argue that 
the researcher has to be able to justify how he or she got the conclusions 
by making the process of analysis transparent. For that, the reader has 
to know what has been said by the respondent and where the researcher 
“took over” interpreting what has been said. In practice, of course, 
interpretation starts already in the interview situation by selecting and 
formulating questions; in that sense, it is not possible to establish clear 
boundaries. In the analysis, nevertheless, I chose to avoid the inconsist-
ent use of perspectives. It is recognised that the full “transparency” (that 
is the addition of all the transcribed interviews and field notes) is neither 
attainable nor desirable for the reader. I have, nevertheless, decided to 
include the quotations, which were considered to be particularly important 
for the analysis to enable the reader to judge the validity of my interpreta-
tion. In these cases, I used italic letters to clearly separate the quotations 
from my reading of the narratives. 

The second way in which one can interpret the problem of the ambigu-
ous perspective of author and narrator has questioned the very notion 
of authenticity. It was suggested that the narrators should validate the 
analysis by comparing their perspective with what has been written 
(Borland 1991; Mbilinyi 1989; Shostak 1989). While in the interviews 
all narrators were asked to clarify things, which seemed ambiguous or 
contradictory, I do not see them as readers who have special rights to 
validate the analysis. Whatever carefully I am analysing my data, my work 
is inevitably my reading of their reading of social change. While I do see 
the research as collaborative, I accept that the “final product” of the work 
has been put together from the author’s perspective. 

The fourth and fifth dimensions are discussed together because it is 
recognised that there is a relation between the style and the expected 
audience. The representation of my research has been certainly influ-
enced by the fact that it is addressed to an academic readership. In the 
quotations, however, I intended to preserve the colloquial style and the 
language use of the narrators without adopting the fake “folk style” criti-
cised in the Iron Mill. 
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72 As Hammersley and Atkinson (1983) note, a common problem faced by 
ethnographers is how to translate their knowledge into a serial order while 
simultaneously imposing an analytic and thematic order upon the mate-
rial. One attractive expedient is to separate the data from the analysis. 
This is a device used in Paul Willis’s influential study of young working 
class men and their “transition” from school to work (Willis 1977). While 
this textual recourse has the attraction of giving the reader a considerable 
information about the research, it has, however, the inherent danger that 
the analysis is developed relatively “freely” from the data. I, therefore, 
decided not to separate the data from the analysis. 

“Narratives of decline”

The objective of this part is to explore in depth the “four aspects of de-
cline”, which were central to the narrators’ reading of change: the decay 
of the factory, the disintegration of the collective, the fear of unemploy-
ment and the falling standards of living. These topics were key issues 
in all of the narratives, discussed not only for the longest period of time 
but also with the greatest emphasis. In what follows, I intend to show 
how the experience of “small transformations” develops into a critique 
of “transition”.

The decline of the factory

The narrators uniformly read the past thirteen years of the “Rába-history” 
as a history of destruction and deterioration. The “radiant past” is con-
trasted with a devastating view on the present conditions of the factory 
and the lack of faith in the future. In comparison with the state socialist 
time, it is the lack of work, which presents the most important change 
and the most important sources of complaint in the narratives. The re-
spondents spoke of the lack of orders without any constraint; it was very 
clearly understood and expressed that this was the root of all troubles 
experienced by the factory. The side comments in the narratives made it 
clear that the lack of work was a common topic on the shop floor. 

“There is no work, I don’t know how many people you ask but I can tell 
you that you hear the same from everybody. There is no work, the peo-
ple are standing and talking and scolding the system and the managers 
(Ferenc, 59, male worker). 

“There is no work, no orders, I know I should not tell it to you but this is 
the truth, everybody knows this, you can ask anybody, I mean workers, 
not managers. The only profit they make is that they are selling the whole 
factory (Lujza, 48, female worker).
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73The critical comments on the present conditions of the factory were 
contrasted with the recollection of the “radiant past” of the factory. Most 
narrators mentioned that those days it was an “honour” to work in the 
Rába, which was rewarded not only materially but also in terms of social 
prestige. About half of the workers in my research had spouses who were 
also working in the factory; and many narrators spoke of family members 
who were “old” Rába-employees. In the light of these memories, the 
present looked even less “radiant.” 

“Why did I come to the Rába? Why, my husband, my father, my sister, 
my father-in-law, my mother-in-law, my brother-in-law, really, everybody 
worked here. No, my mother not, she was staying at home. But otherwise 
the whole family. It was an honour at that time, to work in the Rába. I re-
member, I was so proud when my father showed me around at the age of 
18 that I am working in the Rába. Now (resigning laugh) now I am here. If 
they sack me, I really don’t know what to do” (Lívia, 50, female worker). 

The narrative clearly shows that it is not only the material security that 
has been lost but also “something more” with respect to the self-percep-
tion of the people, who were working for the factory. Under socialism it 
was common that people spent their entire life at one working place, 
contributing thus to the workers’ identification with the factory. It is most 
probable that the family members working in the Rába, which is not 
unique to Lívia’s case, facilitated the establishment of more personal 
links to the working place. Many narrators reported that it was not only 
the material security that they lost but also the “honour” of working in the 
Rába, which they saw as part of their self-image. This feeling of personal 
loss is clearly expressed in the narrative of Tamás, who explicitly relates 
the lack of work to the loss of the old “honour.” 

“We always had work. We were one of the three largest enterprises in 
the country. I told you that every third day a whole train of products left our 
factory. We supplied a whole world system with our engines. Where do 
you work? At Rába? Everybody knew the Rába in this country. Everybody 
knew its director. A Japanese is also proud if he works in the Honda. You 
see what I mean? It gives you something. I am important, I am working 
for an interesting company, I have work tomorrow. Now? We have no 
more trust in the Rába. We have no more trust in this management. They 
sacked one thousand people. There is nothing more to explain” (Tamás, 
57, male worker).

The workers in the research made it clear their reading of the 
“Rába-history” markedly differed from the “official” discourse developed 
by the managers and the factory newspaper. The narrators not only ridi-
culed the “official” representation of improvement and progress, but they 
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74 were able to formulate a critical discourse through contrasting the per-
spective of the shop floor with the “official” reading of the “Rába-history.” 
All narrators spoke of the new managers’ attempt to promote the develop-
ment of a better “future-concept” in the factory with resignation. Workers 
frequently used the term “píár” (from “public relations”) as a variant of the 
old Marxist propaganda, which was in concord dismissed by the workers 
as a “pack of lies.” The new “future-concepts” were frequently contrasted 
with the expression of the workers’ lack of faith in the future of the fac-
tory. In this respect, the three narratives presented below can be read as 
products of a critical discourse constructed on the shop floor.

“I don’t see a future in this factory, this is my biggest sadness. In the 
past, the Rába was constantly progressing. I don’t know if you know 
how many people worked here. I am sure that more than 20,000. Now 
how many can be? 4000? 5000? It is reducing rather than growing, am 
I right? And besides I don’t see the tomorrow. There is no work. Until 
there is nothing on my table to take out that this I should do tomorrow, I 
don’t see the future. Until then I feel that I come to work, and if there is 
no work, they can tell me tomorrow that good bye, we cannot give you 
work. There is no security. This is how I feel. And this is what I experi-
ence” (Sándor 48, male worker).

“In the past it was very different that there was no such insecurity 
like now. The wagon factory was a secure place, the neighbours were 
envious that it is easy for you, you are working in the wagon factory, you 
have good money. Now everybody says that this factory has no future. 
It would be very good if things were like as it written in the Rába Újság. 
But things are not like that. In the motor they stopped production twice in 
this month. What does it mean? That we have so good future-concept? 
I don’t know who has a future here but we don’t. Because you don’t see 
the changes. But of course I see the changes. That is the problem that I 
see them (Edit, 46, female worker).

“There is no work, they did not buy iron, you are nervous because 
you want to work but there is no work so you are counting the minutes, 
because that is how they count productivity that fuck, this is only 300 
minutes and we should 480. It does not count to the money but they ask 
you why you had less well boss because there is no work. And people 
are getting tired of this. They are simply fed up. Here the people are edu-
cated, they most finished high school. We are not so ignorant. And we do 
not understand why it is like that. Machine shops have work everywhere, 
only we are the exception?” (Judit, 53, female worker) 

There are two conclusions that can be made on the basis of the men-
tioned narratives. The first is the expression of the loss of security, which 
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75all narrators relate to the “transition” in the factory. The frequent use of 
the term “in the past” indicates that this dimension is very important for 
their understanding of change. The “constant progress of the Rába” 
and the “envy of the neighbours” are contrasted with the present condi-
tions, which are most markedly characterised by the lack of work. The 
narrators clearly understand that this promises a doubtful future for the 
workers. As Edit aptly expresses, “I don’t know who has a future here 
but we don’t.” 

The second conclusion is that the narrators consciously use and 
re-interpret the discursive elements of the “píár” to develop a counter-dis-
course. The workers clearly recognise that as long as there is no work 
in the Rába, they are in a “wretched” situation, and they defiantly refuse 
to be deluded by the “píár.” The “future-concepts” of the managers are 
consciously re-interpreted to be part of a critical discourse as in the narra-
tive of Sándor: “Until there is nothing on my table, I don’t see the future.” 
Edit explicitly formulates her critique as a polemic against the managers. 
“Because you don’t see the changes. But of course I see the changes. 
That is the problem that I see them.” The counter-discourse generated 
at the shop floor is supported with the notion that the workers are not 
that “stupid” to mistake illusion for reality. As Judit formulates, “here the 
people are educated, they most finished high school. We are not so 
ignorant.” By taking over and consciously reinterpreting the elements 
of the “píár” such as the future-concepts and the changes, the workers 
clearly demonstrate their awareness of participating in the construction 
of a critical discourse. 

 

The disintegration of the collective

In the light of the narratives, the Rába was famous for its good collective. 
All the narrators reported that the working place was the most important 
sphere of their social activities outside of the family. The contacts at the 
working place were strengthened by the recruitment system established 
by Ede Horváth. Most of the narrators reported that they went to the 
comprehensive school sponsored by Rába and they worked in the fac-
tory in their apprentice years. The many years spent together facilitated 
the integration of the people. Many narrators explicitly said that they had 
“grown up” together with the collective.

 
“Here the people know each other, we came here from the 122 [the 

number of the school], we were the first apprentices when Ede Horváth 
established this new hall in the airport [counts] twenty-five, twenty-six 
years ago? Yes, we moved here together with the factory [later] We all 
call the boss Jóska. He started with us, we all started together” (Lujza, 
48, female workers). 
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76 All the narrators reported an active participation in the life of the col-
lective outside of the working place. Though many of these activities 
were related to ideological movements such as the “socialist brigades”, 
the “communist Saturdays”, “socialist work” and the celebration of May 
Day, the workers understood them first and foremost as occasions for 
socialising, which were recalled with a sense of loss. It is worth pointing 
out that while the workers would dismiss the ideological component, they 
considered it important that these activities strengthened solidarity with 
other people.

“In the past the collective was very different, for instance the socialist 
brigades, it is easy to say now that it was propaganda and communist 
bullshit, but I think, no, today you cant’ organise anything like that, I am 
not nostalgic, really not, because those times were also not very good, 
but it was different, the people were somehow related differently, now 
they don’t care about others, it is a different age, a different style, eve-
rybody says, it was not so bad in the past, we were young, we used to 
go out, it was not bad at all. We went to pub, wine-cellar, drinking, mak-
ing barbecue, we also went to the library, there were eminent librarian 
members [laughs] so I was an eminent librarian member, I like reading 
very much, I kept the diary in the brigade, we had lectures, we planned 
socialism [laughs], it was not so bad, excursions with the brigade, cin-
emas, the collective was very different in the past, okay there was a lot 
of Marxism, but we did not take it seriously, they could not fool us with 
everything” (Teréz, 49, female worker).

 
“We had a very good collective in Rába. In the past we had common 

excursions, common balls, the families visited each other, we celebrated 
May Day together, okay, we carried the flag but we took the children, met 
the other families had two-three beers, relaxed [later] our brigade did 
social work in schools and kindergartens, once we made an armchair 
for a disabled, no, I don’t think, they were bad times, the people were 
more willing to help, we had a different approach to life” (zsolt, 52, male 
worker). 

Both narrators express a clear difference between the old social net-
work and the new one. “In the past the collective was very different.” 
While Teréz recognises that “those times were also not very good”, she 
seems to suggest that the active collective life has compensated for the 
greyness of the system. The narrator makes a clear distinction between 
what she perceives as important and the “lot of Marxism” that could not 
have “fooled” her. It is important for her that the “people were related dif-
ferently”, under which she apparently means that they spent more time 
socialising with each other. This notion is reinforced by the emphasis on 
the social aspects of the socialist brigades: “We went to pub, cellar, drink-
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77ing, making barbecue, we also went to the library, there were eminent 
librarian members.” It is worth pointing out that the narrator is apparently 
proud of being an eminent visitor, which demonstrates that she does not 
consider the “educating” task of socialist brigades as part of the “dispen-
sable” Marxism. zsolt makes a similar distinction between the things that 
matter to him and the ideology, which he sees as unimportant. “Okay, 
we brought the flag but we took the children, met the other families had 
two-three beers, relaxed.” Zsolt like Teréz finds that people in the past 
related differently, which for him, is expressed in the greater solidarity in 
the past. “The people were more willing to help.” As zsolt later explains, 
for him it is this aspect of group solidarity that should not have been 
“thrown out” together with the old regime.

The positive recollections of the past were uniformly contrasted with 
the detrimental effects of the change on the Rába-collective. All of the 
narrators complained about the lack of young people in the factory. They, 
nevertheless, added that they “very much” understand young people, 
who do not come to Rába for such a “ridiculous” salary. It was generally 
recognised that multinational companies offer better wages and much 
better prospects for young people than Rába; many explicitly said that 
they would not “let” their children come to work to such a “devastated” 
factory. 

All the narrators would relate the disintegration of the Rába-collective 
to the decline of the factory. The workers argued that many people left 
when the “troubles” started for better paid jobs; and many were sacked 
in the course of restructuring. The narrators reported that the lack of 
work and the rumours of further lay-offs made them feel “very tense” in 
the working place. Workers would typically use the terms “relaxed” and 
“tense” to describe the difference between the old atmosphere and the 
new one.

“Nothing has remained from our collective. They made our existence 
impossible. The young people, financially, and the others, we have been 
thrown here and there with these reorganisations. Our collective has 
fallen apart. Because in the past I liked to go to work, we had a good 
collective, young workers, interested, it would be good to train them, but 
no, they make it impossible for them to pay. 30-40, 000 a month? How 
can they get married, have a family? They’d go to Audi to work. And they 
do it well [later] my interest in work? Nothing, I don’t care any more. In 
the past I liked to go to Rába. Now I like much more to go out” (Béla, 49, 
male workers). 

“We feel very much defenceless now. In the past we were relaxed, 
we had work. Now everybody is so tense, the people don’t talk to each 
other or start immediately shouting. People rumour that they are sacking 
another fifty people from our workshop. And then everybody speculates 
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78 okay am I on the list? And the people feel tense, really very tense. You 
see, my husband is also working here. In the past he was optimistic, he 
said that everybody can find work if he wants. Now he does not say it 
any more (Mária, 54, female worker). 

The workers like the narrators above clearly express that change has 
been detrimental for the collective. The deteriorating conditions reduce 
the motivation of the people. “In the past I liked to go to Rába. Now I like 
much more to go out.” It is worth pointing out that the lack of motivation 
was a common complaint in all of the narratives. Many workers reported 
that they go to work with “much less” spirit as in the past. Mária’s narrative 
can be seen as “typical” in the sense that all the narrators reported being 
“under constant pressure” because of the lay-offs, which has poisoned 
the atmosphere in the working place. In this respect, it is worth pointing 
out that the adjective “tense” was the most frequently used term in all 
of the narratives to describe how people have experienced “transition” 
in the factory. 

The other sources of tension mentioned by the workers were the fear 
of unemployment and the decline of the standards of living. These two 
“aspects of decline” will be the topics of the forthcoming parts.

Fear of unemployment

In the light of this discussion, it is not surprising that all the “active” workers 
considered “sacking” as a very realistic and immanent danger in their lives. 
None of the narrators had concrete plans what they would do had they lost 
their job in the factory. While they have apparently “thought of it a lot”, they 
have not so far found a reassuring solution. The workers reported that the 
loss of security was one of the most painful of all changes, which they had 
to learn to live with. While all the narrators complained about the “tension” 
they experienced in their everyday life, there were differing views on the 
prospects of re-employment. The first dividing line was between people, 
who were close to retirement age (over 57) and the “active” age group 
(below 57); the second between the “active” men and women. 

The people, who were close to retirement age, generally expressed 
little interest in re-employment. They uniformly said that life would be 
more difficult and that they might have to find a part-time job such as a 
cleaner or a porter, but they would no longer be interested in looking for 
full employment. They expected to survive on severance pay and unem-
ployment benefit until they start getting pension. All the three narrators 
in this age group complained about acute health problems. One of them 
explicitly said that he did not feel concerned any more.

“I have nowhere to go because where they employ me, sure, something 
I could find but even in the worst case it is just three more years so I don’t 
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79give a shit, one year on disability allowance, one year on benefit, then 
it is over. So I don’t care. If I had been younger, healthier, I would have 
changed a long time ago. Don’t ask me where because I did not look 
around” (Péter, 57, male worker). 

Out of the three pensioners I interviewed, the women had part-time jobs 
because they “badly” needed extra income (both of them lived alone). 
Dóra (67) worked in the cafeteria of the pensioners’ club and Hajnalka 
(63) was a porter in a school. Both women considered it “difficult” to find 
part-time jobs at their age. Hajnalka had to wait half year until the job 
centre offered her this job. Dóra found the job through the help of her 
friend, who was the leader of the pensioners’ club. The male pensioner 
received disability benefit.

People in the “active” age were apparently very much concerned with 
the prospects of re-employment. The narratives have, nevertheless, 
showed a marked gender difference. While male workers were generally 
of the opinion that they could find “something” let alone in the informal 
economy, female workers were much more doubtful about their oppor-
tunities. Most of them said that they would happily stay at home had the 
family afforded it. In many female narratives the fear of unemployment 
is the most crucial aspect of the change they experience.

“What do I do if I get kicked out? Don’t worry, you can ask, I thought of 
it so many times. I don’t know. I am crying. What prospects do I have? 
The problem is that nothing at all. I only have this profession, this school. 
I cant’ even imagine what can I do. The problem is that I will be 49. No, I 
really can’t imagine what will happen to me. I would like to retire (laughs). 
This age group and this profession - well, really, really very bad. I believe 
that the government should support this age group, this social class. The 
truth is that there is a class, which has aged and sickened and worn out, 
grandmothers . . . whoever I talked to, was all complaining” (Teréz, 49, 
female worker).

“Changes? I already told you. For us the fear that we lose our job. For 
us this is the most important thing, we are always afraid of it. We do not 
earn here such a big money because we get 54, 000 in one shift. But if 
this remains (she thinks) yes, I think the most important change is that 
we are afraid of losing our job. This is a very big problem to us, I have 
ten years to retire, if I could retire at 55, I would say, okay but ten years 
is very long how we manage that? In the past we were relaxed, we had a 
job, now we are afraid, after all we are in the worst position, no? Because 
nobody really wants to employ this age group, above 50. Nobody. We 
are afraid that we cannot find a job. 

[later] I would go back to what I have told you so many times. I would 
like to keep my job. I would like to be healthy and keep my job. This is all 
I would like” (Lívia, 50, female worker).
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80  Both narrators argue that women “like them” are in cumulatively dis-
advantageous position in the labour market because of their age, skill 
and gender. They have no intention to idealise the present conditions. 
“We do not earn such a big money.” The loss of their job in the factory, 
would, nevertheless, jeopardise even this “minimal” security. It is clear 
from the narratives that both respondents feel very insecure about the 
prospects of finding new jobs. It is with respect to these “cumulative 
disadvantages” that Teréz constructs the women of her age and oc-
cupational group as a “social class”, which is very much dependent on 
governmental support. 

The male perspectives are generally more optimistic. Most “active” men 
thought that they would find something because “in Győr everybody could 
find work, who really wanted to work.” 

“I have thought of it many times. I am sure, I would not be unemployed, 
I would find something. Maybe not in my profession. But I would take any 
job. In the past I established my financial security. And I want to keep it 
at all costs. Who asks today how you make your living? So I would take 
any job” (Sándor 48, male worker).

Since none of the workers had previous experience with looking for 
a job, one has to be cautious about jumping to too hasty conclusions. 
Female workers clearly expressed that gender puts them in a disadvan-
tageous position in the labour market. It is, nevertheless, worth pointing 
out that there was another important difference between the two groups. 
Male workers apparently had a more established network, on which 
they could rely to find a new job; most of them, in fact, reported that they 
were participating in some form of informal economy. The opportunities 
of women were limited to the job centre, which promised more dubious 
results. The women’s limited access to these informal networks may well 
have been one explanation for their stronger fears. 

Falling standards of living

With respect to change in the standards of living, three groups can be 
distinguished. The first – and smallest – group includes the people, who 
claimed that they could compensate for the decline of real wages with 
extra work in the informal economy (2 narrators). 

“I finish the shift at 2, then I go to Győrszentiván [a neigbouring village] 
to help out in the garage. And my sons are working, both of them in Audi, 
they live at home, that is how we help them so that they can spare on 
the rent and the food. So I think we live on the same level as before” 
(László, 51, male worker).
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81In the later stage of the interview, László has, nevertheless, argued 
that he would have expected the improvement of his financial situation 
since his children started working and he did not have to support them 
as much as before. In this respect, he added that “staying on the same 
level” could in fact be considered as a decline. 

Lujza has apparently used family strategies to participate in the informal 
economy: 

“After they fired my husband, I did not give him time to be desperate. 
We had some spare money plus the severance pay, we put everything 
together and he opened a car repair workshop in our garage. He is 
working and I do the book-keeping when I get home from work. I am not 
complaining. It did not get better, it did not get worse. We can keep the 
same standards what we had before” (Lujza, 48, female worker).

From the narrative it is clear that the opening of the garage was moti-
vated by necessity rather than entrepreneurial spirits. The wife’s involve-
ment in the business shows that it is a family strategy to spare on the 
costs of labour. It is worth pointing out that in this case it was apparently 
the wife who convinced the husband to be an “entrepreneur.” While Lujza 
did not explicitly say how much income they received from the garage, in 
private she told me that they paid the minimal tax “like all other entrepre-
neurs.” It is therefore reasonable to assume that it was the (presumably) 
untaxed income coming from the informal economy that enabled the 
family to keep the same standards what they had before. 

 The second group includes people, who experienced a “significant” 
decline but were above the poverty line (12 narrators). There were two 
common characteristics in the circumstances of these people. They 
shared a household with spouses, who received wages or (in 2 cases) 
pensions and with three exceptions they had adult children, who did not 
require substantial support. The reduction of household costs could not, 
nevertheless, compensate for the decline of real wages. Most narrators 
in this group reported that they found it increasingly difficult to make 
ends meet despite renouncing such “luxuries” as going on holidays, 
eating out in restaurants, and attending theatres on a regular basis. 
While the workers would contrast the reduced selection of consumer 
goods in socialism with the present abundance of products, they would 
immediately add that “now there is everything but who can afford it? ” 
It was a general complaint that the costs of living have been increas-
ing and “we can no longer accumulate.” The narrators agreed that the 
people, who live from wages, are in a “much worse” position now than 
in the past regime. 

“In the past I could buy much better food. I could spend more money in 
the supermarket. I could buy everything by the contemporary standards. 
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82 Now I can’t accumulate, I can’t go on holiday, I can’t afford respectful 
clothing. In the past I had a car. Now I am taking the bus. This month I 
spared on the bus fare because the factory closed for two weeks, so I 
came on foot to work. I don’t want to be pitied (smiles), no, I lived much 
better in the old times (Tamás, 57, male worker). 

“Living is much more difficult now than in the past. The utilities are 
very expensive. The gas bill, 30, 000, just for one month, I don’t know 
how they calculated. We are living from wage to wage, and every month 
I pray to God so that nothing unexpected happen. If my husband gets ill, 
I really don’t know, what we could do, how we could pay the bills (Lívia, 
50, female worker).

Tamás apparently relates material decline to social degradation. The 
renunciation of the distinctive features of the middle class is apparently 
perceived as the decline of status: “I can’t afford respectful clothing.” His 
walking to the working place in order to pare on the bus fare is clearly 
perceived as an aspect of his social decline: “I don’t want to be pitied.” In 
Lívia’s narrative the declining financial situation is shown by the increas-
ing problem to pay utilities and the lack of opportunity to accumulate. “If 
my husband gets ill, I really don’t know, what we could do, how we could 
pay the bills.” The problems mentioned by Lívia can be seen as “com-
mon” in the sense that all narrators complained about the rising costs 
of utilities, which they found increasingly difficult to pay and the lack of 
“spare” capital. They were all doubtful if they could cover “unexpected” 
costs. It is worth pointing out that all narrators would consider “health” to 
be the most important wish in their lives. 

The people in the group, who had young children, were particularly 
concerned about the reduction of their opportunities. One of the most 
painful changes for them was the increasing cost of education. 

“I tell you a strange thing. I think, it was more free than today. I felt free 
that I have a flat, a car, a good job, holiday at the Balaton, fishing, it was 
not a problem to pack the whole family in the car on Friday afternoon and 
go to Tata, or go camping. We liked it very much. And we cannot do it any 
more. What kind of freedom is that we cannot afford a common holiday? 
And I am working, I have a normal job, I don’t drink, I never smoked. In 
the past we went to Tata every second week. I used to fish there. Now I 
cannot afford it. My daughter goes to secondary school, the books she 
needs, the vocabularies. We paid 40,000 only for the books. And she is 
only in the first year. And then I sit down to calculate how I will pay a uni-
versity for my daughter? Because she is a very good student, so I won’t 
let her not to go on. But from this money I am not sure that I can pay her 
education” (Béla, 49, male worker). 



ST
rU

C
TU

ra
lC

H
a

n
g

ES
 in

 T
H

E 
H

U
n

g
a

ri
a

n
 S

o
Ci

ET
y

83“This is what I most regret that they [the children] are left out from so 
many things because we cannot pay for them. Now the opportunities 
are much better but not for everybody. I cannot pay the English summer 
school for my children, neither the ski tours. And the books, everything is 
so expensive. In the past there were no such differences, you did not feel 
smaller amongst the people. The children in my son’s school, well, most 
parents are managers, bankers, intellectuals. I cannot afford these. My 
son goes to the summer camp from the money he has worked for. When 
we go to pick up Balázs, I am always telling my husband, stop behind 
so that those kids don’t see that he gets in and out of such a wreck car” 
(Edit, 46, female worker).

Both narratives reflect a particular concern about their limited opportu-
nities to provide a sufficient background for their children. This is all the 
more pressing in the light of growing inequalities. “The children in my son’s 
school, well, most parents are managers, bankers, intellectuals. I cannot 
afford these. My son goes to the summer camp from the money he has 
worked for.” The fact that the children in the narratives are “very good” 
students increases the feeling of guilt of the parents, who cannot give 
their children the same opportunities as the wealthier parents such as the 
English summer school. As compared to the socialist time, this is indeed a 
difference, which parents - and children - have to learn to live with. 

The people, who belong to the third group, effectively live below the 
poverty line (4 narrators).4 All the people in this group lived in single-in-
come households or received disability benefits. The sample included 
the male pensioner, a divorced “active” man, and two widowed “active” 
woman. It is worth pointing out that the two retired women, who were both 
widows, would also belong to this group had it not been for the additional 
income of the part-time job. In the light of the narratives, these people 
experienced the most “radical” decline in their standards of living. Suffice 
is to quote from one narrative, which I have chosen as a particularly sad 
document of postsocialist change.

“You deal with the problem how you explain these things and I deal 
with the problem how I live in the future? In September I retire. I calcu-
late, the food won’t be cheaper but more expensive, no? This month I 
get the paper that I have to pay for the telly 2460. I watch Discovery and 
Spectrum, these I really like, but I calculate, so far I pay 1680 and it is 
almost 600, the difference. That I can’t afford. So I go and change the 
contract. Now I don’t have these channels. But what can I do? I have 
a car, fifteen- year old, but this is the only thing that cheers me up, you 
know, I like to go down, taking a look, caressing, washing, repairing, it 
happened once that I ate bean soup for a week so that I could repair it. 
You need something that cheers you up, no? But now I calculate, I don’t 
think I can keep my car” (Ferenc, 59, male worker). 
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84 “What went wrong” with capitalism?

The second major finding of the research is that the negative experience 
of change, which was developed into the “narratives of decline”, did not 
turn the workers against capitalism. Quite the contrary, in this respect they 
were apparently reluctant to renounce the “expectations of modernity”. 
They uniformly claimed that capitalism was “much better” for workers 
than “actually existing” socialism. capitalism was apparently associ-
ated with the “West” and thus, with material prosperity and welfare. The 
narrators would typically argue that capitalist countries progress faster 
than socialist countries and enable the people to live “much better” than 
under socialism. It was understood that communist regimes collapsed 
“because they had to”: because they did not facilitate further progress. 
These findings suggest that the workers’ views on capitalism continue to 
be shaped by the myth of modernisation.

The contradiction between the “expectations of modernity” and the 
experience of “small transformations” was resolved with the argument 
that “something went wrong” with the implementation of capitalism in 
Hungary. The narrators apparently understood capitalism as a system 
to be implemented rather than “naturally” developed. In this respect, the 
workers would frequently refer to the case of Austria, which “introduced 
capitalism” and joined the ranks of advanced countries. The narrators 
argued that Hungary “was no worse than Austria” and the Hungarian 
labour force was as skilled and educated as their Western counterparts. 
It was therefore only the “circumstances” that prevented the country from 
achieving a similar level of development. 

The question “what went wrong” with capitalism has been addressed at 
two levels in the narratives: that of the factory and the national economy. 
Two common characteristics can be mentioned in the arguments with 
respect to the two levels. The first is the reading of the failure in terms of 
a conscious design. This perspective apparently made the narrators par-
ticularly susceptible to conspiracy theories. At the factory level this even 
lead to the fabrication of racist arguments. At the level of the whole of the 
economy, workers would typically blame the multinational companies for 
the systematic destruction of potential rivals. 

The second characteristic is the frequent analogy drawn between the 
case of Rába and the whole of the Hungarian industry. Many narrators 
argued that Rába had been destroyed by the new proprietors, who 
wanted to eliminate competition. This argument was developed to a 
full-fledged critique of multinational companies, which were considered 
to be detrimental for the Hungarian industry. It is, nevertheless, worth 
pointing out that the views on multinational companies were “consistently 
inconsistent.” Many narrators would argue that they have opened up new 
job opportunities, which improved the situation of the workers. It was, 
nevertheless, a common fear that the “multies” would move towards the 
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85East (Romania, Ukraine, Russia), leaving behind an industrially destroyed 
land and a mass of unemployed people. Workers would typically expect 
that the government should interfere to regulate the “multies” and defend 
national interests. In this respect, normative capitalism was apparently 
understood in the framework of a nation state. 

“Enemy inside”

The lack of work in the factory and the continuing lay-offs generated 
not only a critical reading of “Rába-history” on the shop floor but also a 
radical “perversion” of the official discourse. From the perspective of the 
shop floor, it was first and foremost the new management that was to be 
blamed for the economic troubles.

Two types of arguments have been developed. According to the first 
version, the new managers were incompetent and disinterested in the de-
velopment of the factory. The workers apparently saw them as members 
of a “clique”, who are under no control. They can, therefore, allow them-
selves “not to work” but only take home the “millions” they are getting in 
the Rába. The workers were apparently well informed about the salaries 
of the managers. All of them mentioned that the director earned 16 million 
HUF a month. The huge wage differentials between the managers and 
workers were considered all the more unjust in the light of the growing 
economic troubles of the factory. The workers did not understand how a 
“poor factory” could afford to pay such enormous sums of money. Many 
argued that this contributed to the destruction of the factory.

The recollection of the “time of Ede Horváth” apparently amplified 
the criticism of the new management. While it was recognised that Ede 
Horváth used his political contacts to bring work to Rába, the narrators 
would typically point out that he also found markets in the United States 
because he “went after” the work. Ede Horváth was also praised for keep-
ing his managers under strict control. The narrators would typically argue 
that he would have “kicked out” the present managers a long time ago. 
The “time of order” under the patronage of Ede Horváth was frequently 
contrasted with the present state of “chaos and disintegration” associated 
with the new management. 

“There is little order, little work, everybody knows, it is different than in 
the past time when we had the big orders. Because it is not a solution 
for them to go and look for work but to kick out the people, even though 
they’d better kick out the managers ‘cause they are more useless than 
we. The director says, I can’t give you work, there is no work. He says it 
is not his job to find work. Okay, then what is his job? For what he gets 16 
million a month? Because that’s how much he gets. And he cant’ spare 
5,000 extra for us. It is no solution that I don’t give you work, I can believe 
that but then how come that in the past we had work? This is my biggest 
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86 problem now, that’s why I tell it to you. I don’t want to go back to Ede Hor-
váth but my opinion is that I grown up in this environment, in this factory, 
so I want to work in a normal job in a normal environment and I think the 
people should consider that those leaders did a lot for this environment, 
this country. Because this town can only be grateful for people like Ede 
Horváth and Róbert Burger” (Tamás, 57, male worker). 

The narrator apparently sees no difference between the task of Ede 
Horváth (which was to a large extent political) and the task of the new 
management. “It is no solution that I don’t give you work, I can believe 
that but then how come that in the past we had work?” The narrator 
therefore relates the lack of work not to economic inefficiency but to the 
incompetence of the managers, who “do not work” for their money. Their 
lack of interest in the prosperity of the factory is explicitly contrasted with 
the time of Ede Horváth, who “did a lot for this environment, this country.” 
Local patriotism is another important argument that most of my narrators 
would use. The new managers were uniformly criticised for their lack of 
local contacts and their disinterestedness in the development of the town, 
which was another significant difference from the time of Ede Horváth. 
The workers would typically use the term “Budapest people” to refer to 
their “non-belonging” to the Rába community. Their unfamiliarity with their 
environment gave rise to many comical anecdotes.

“We hear that one day the Budapest director makes up his mind and 
starts speaking English at the meeting. Half of the bosses here doesn’t 
speak English. They have not got a clue what he is talking about. They 
are just sitting there and nodding their head. Now do we need such a 
director?” (Sándor, 48, male worker). 

The second type of arguments constructs the decline of the factory in 
terms of a conscious design. Many narrators argued that the “Budapest 
people” have come to destroy the factory because the proprietors want 
to sell the valuable estates and take all the money of Rába. The fact that 
the leadership does intend to concentrate production in one estate and 
offered the central site gave more concrete shape to these speculations. 
The rumours that the site was to be bought by an Israeli estate agency 
were developed into full-fledged conspiracy theories. 

“It is the Jewish capital that robbed this country, this is the general 
opinion here. And I agree with the people because it is also my experi-
ence. I stress that I am not an anti-Semite, I have no problem with the 
Jews, but they are starting to convince me. The newspaper wrote that 
the wagon factory will build here luxurious houses for the Israeli capital, 
just think of the workers, who spent their lives in this factory, it was our 
work that built this factory, that is why we got so little pay and now they 
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87are selling it to the Israeli capital. Engel-group? When the people heard 
this, the very moment they started to scold the Jews. The workers are 
betting that he [the director] is a Jew. I really don’t know if he is but all 
the people are telling it here. You can hear it from many people in Győr” 
(László, 51, male worker).

The narrative apparently follows the logic of conspiracy theories. The 
general statement that the “Jewish capital robbed the country” is “verified” 
by the experience of the narrator. “They are starting to convince me.” The 
leftist critique of capitalism (“it was our work that built this factory”) turns 
into the identification of the “exploitative capital” with the “Jewish capital” 
well known from the national socialist rhetoric. The establishment of the 
“link” between the director and the Israeli company clearly demonstrates 
the underlying racism.

Although apart from László it was only one male pensioner who devel-
oped overtly racist arguments, the side comments I have heard during 
my visits to the factory suggested that the rumours of the Israeli invest-
ment did indeed reinforce anti-Semite comments. It is worth pointing out 
that while the workers were reluctant to renounce normative views on 
capitalism, many of them were apparently susceptible to the anticapitalist 
rhetoric if the “capitalists” were identified with the Jews. 

“Enemies outside”

At the national level, the workers would uniformly blame multinational 
companies for the destruction of the Hungarian industry. In this respect, 
the arguments about “what went wrong” with Rába were “extended” to 
explain change in the whole of the country. Most narrators considered the 
elimination of rivals as a common strategy of multinational companies. 
The destruction of Rába was therefore read as part of this large-scale 
strategy intended to destroy Hungarian industry.

To be sure, it was generally recognised that multinational companies 
had brought “progress” to Hungary. Narrators would, however, immedi-
ately point out that the material and technological basis of this progress 
did not belong to Hungary and therefore made the country “very much” 
dependent on “external forces.” The “right” way of progress was appar-
ently imagined in the framework of the nation state. 

“Until the change of regime we have developed on our own. Now the 
multies are developing a lot. But what happens if one day they decide and 
pack and go? What is left behind? The empty hall? What do we do with 
it? It does not belong to our country. Until the change of regime whatever 
progress we made, it was on our own. Since then whatever progress we 
made, was mostly done by the multies. And if they leave, the country will 
collapse” (Péter, 57, male worker).
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88 The narrator clearly constructs the concepts of “progress” and “devel-
opment” with reference to a “national capitalism.” The socialist system is 
apparently understood first and foremost as a modernising regime. The 
slower rate of progress in the past time is contrasted with the new per-
spectives. “Now the multies are developing a lot.” As the narrator argues, 
however, this is an “illusory” progress, because it is beyond the control 
of the national economy. “And if they leave, the country will collapse.” In 
this respect, the progress “done by the multies” is clearly understood to 
be “extralocal” and therefore unreliable.

While the new perspectives of progress are “illusory” in most of the nar-
ratives, all the more “real” are the detrimental effects. The narrators would 
typically argue that the entry of the “multies” into the Hungarian market 
created an “unfair” competition between foreigners and Hungarians. The 
“national property” was therefore sold to the “foreign” people. 

 
“This was the change of regime, that we sold everything. And to whom? 

Not to Hungarian people. To abroad. And for them the most important 
thing is to get back as much profit as they can. Because Hungarian 
people can’t buy big companies, not even one of them” (Béla, 49, male 
worker).

With respect to the selling of the national property, the workers drew 
an explicit analogy between the case of Rába and that of the national 
economy. They argued that the “foreign” owners would intentionally de-
stroy the factories to get rid of the concurrence. De-industrialisation was 
therefore understood as the product of a conscious design. 

The “foreign” owners not only eliminated potential rivals but also en-
joyed extra privileges that the narrators considered particularly unfair. 
The most important were the tax-exempt agreements. Many workers 
like Tamás would make explicit comparisons between Rába and Audi to 
argue that the latter was in a much better position to invest in technologi-
cal development than the Rába, which had to pay taxes.

“I think that why this crisis is creeping in to Hungary is because we 
should also make a step forward. We need to invest, new machines, 
technology and we can’t afford that because we are taxed. And the 
foreign companies are all competitive because they are not taxed. Take 
the Audi, it is easy for the Audi to invest if they don’t pay taxes to the 
government. That is where I see the problem that the government holds 
up his hands and allows that they sell everything. And the result is that 
everything is going bankrupt. Because I am not happy that the Audi is 
prospering. Because it will prosper like in Szombathely that the Opel 
bought, after five years, when it should pay taxes, what does it do? It 
goes somewhere else. And now they are producing Opels in Poland” 
(Tamás, 57, male worker).
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89The perceived inequalities, the growing dependence and the insecure 
future apparently hurt national sentiments. While all the narrators claimed 
that the “multies” paid better the workers than the local factories, they 
would typically add that it was still “much less” than what they would have 
to pay in Western countries. The self-image of “cheap labour” apparently 
made the workers susceptible to nationalistic rhetoric.

 
The world economy already said that the Hungarian labour is too ex-

pensive, they cannot make a business on us. Regardless that they pay 
one-seventh of what they would pay in Inglostadt. I am not a nationalist 
but I think that this Csurka [leader of the Hungarian extreme right] is 
very much right in these things. It should not be like with the Germans 
that Germany is above everything but Hungarian people should have 
respect in their own country. Yes, they should. Because now they take 
us for nothing, that is the truth. We don’t have any respect” (Sándor, 48, 
male worker). 

The perception that development is controlled by unpredictable “ex-
ternal” forces triggered strong etatist arguments. Most of the workers 
blamed the government for making too big concessions for the global 
capital. The workers would typically expect the government to interfere 
and re-assert control over at least part of the economy. 

 
“Because you can see every company, they will destroy them if the 

state does not interfere although it should, because that is the goal 
here, to destroy this factory, which was a prospering enterprise in the 
past, the point is to destroy it, so that there is no competition. I can 
quite well see through these things, another example is the textile fac-
tories, the competition bought them and since that time there was no 
development here. There are the Richards, the Graboplast, all serious, 
big firms with international reputation and all went bankrupt. That’s 
what I don’t understand in this change of regime that why they do not 
interfere, because okay, they should not support bankrupt factories but 
where the state and the country do see fantasy, because we should 
consider our own interests and not be dependent on the West” (zsolt, 
52, male worker). 

To sum up, the workers interpret the decline of the Rába factory in the 
framework of the crisis of national economy. Subsequently, a possible so-
lution of the crisis is sought neither in the local nor in the global economic 
development, but in the development of national economy. In line with 
this argument, the workers perceive the „multies“ as unreliable, foreign 
and potentially dangerous elements in the body of national economy. An 
opposite role is ascribed to the capitalist state, which is seen as guarantor 
of both social justice and economic prosperity.
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90 Conclusion

What we witnessed in the former “model” Rába factory was the mi-
cro-world-of-day-to-day experience of a dramatic economic, social and 
psychological change. The workers did not only find themselves in an 
increasingly difficult financial situation as a result of the “liberalisation” 
of the prices of consumer goods and the decline of real wages, but they 
also had to learn to live with the omnipresent danger of unemployment 
and to experience the disintegration of their collective. The decline of the 
factory had a clear influence on the narrators’ self-images: they reported 
a painful loss of prestige formerly attributed to working in the “model” 
factory. These experiences of “small transformations” did not only chal-
lenge the official categories provided by “transitology” but they were 
developed into a critique of “actually existing” capitalism constructed 
on the shop floor. 

These vividly presented “narratives of decline” did not, however, chal-
lenge capitalist order as such. The narrators would typically present 
advanced capitalist countries as role-models. The construction of nor-
mative views on capitalism shows the persistence of the “expectations 
of modernity”, which continue to shape the workers’ understanding of 
social change. The contradiction between experience and expectation 
is therefore resolved with the argument that something went wrong with 
modernity. The “consistently inconsistent” narratives of capitalist change 
thus develop into the search for “enemies”, who have spoilt the imple-
mentation of “capitalism proper.” At the factory level, they are apparently 
identified with the new managers and proprietors; at the national level, 
with the multinational companies. The critique of “actually existing” capi-
talism is thereby channelled into the fabrication of conspiracy theories 
and the support of the ideology of the strong state. 

The “consistently inconsistent” views on capitalism suggest that the 
workers’ reading of change goes against the stream of major trans-
formation paradigms. These “consistent inconsistencies” should not, 
nevertheless, be explained with the worker’s inability to conceptualise 
postsocialist change. While critical of the “transition” paradigm, the 
emerging new perspectives have constructed equally teleological read-
ings of transformation determined either by patterns of continuity or 
the unshakeable laws of peripheral development. In this respect, the 
contradictory findings of my research do offer an alternative reading of 
postsocialist change.



ST
rU

C
TU

ra
lC

H
a

n
g

ES
 in

 T
H

E 
H

U
n

g
a

ri
a

n
 S

o
Ci

ET
y

91References
 
Altheide, David L. and John M. Johnson. 1998. “criteria for Assessing Inter-

pretive Validity in Qualitative Research.” In Norman K. Denzin and Yvonna S. 
Lincoln, eds., Collecting and Interpreting Qualitative Materials. London: SAGE 
Publications.

Blackburn, Robert Martin and Michael Mann. 1979. The Working Class in the 
Labour Market. London and Basingstoke: The Macmillan Press.

Borland, Katherine. 1991. “’That’s Not What I Said’: Interpretative Conflict in Oral 
Narrative Research.” In Sherna Berger Gluck and Daphne Patai, eds., Women’s 
Words: The Feminist Practice of Oral History. London: Routledge.

Böröcz, József. 1992. “Dual Dependency and the Informalization of External 
Linkages: the Hungarian case.” Eszmélet 13-14. 

____. 2001.“change Rules.” American Journal of Sociology, 1.
Bossányi, Katalin. 1986. “Made in Rába.” In: Matkó István ed. Ipari közelképek. 

Budapest: Ipari Minisztérium. 
Bryant, christopher G. A. and Edmund Mokrzycki. 1994. The New Great Trans-

formation? Change and Continuity in East Central Europe. London: Routledge. 
Bryman, Alan. 1988. Quantity and Quality in Social Research. London: Unwin 

Hyman.
Burawoy, Michael. 1985. The Politics of Production: Factory Regimes Under 

Capitalism and Socialism. London: Verso.
____ and János Lukács. 1992. The Radiant Past: Ideology and Reality in 

Hungary’s Road to Capitalism. chicago and London: The University of chicago 
Press.

____ and Katherine Verdery, eds. 1999. Uncertain Transition: Ethnographies of 
Change in the Postsocialist World. Lanham: Rowman&Littlefield Publishers.

____, ed. 2000. Global Ethnography: Forces, Connections, and Imaginations in 
a Postmodern World. Berkeley and Los Angeles: University of california Press.

____. 2001. “Neoclassical Sociology: From the End of communism to the End 
of classes. American Journal of Sociology, 1.

Burgess, Robert G. 1984.In the Field: An Introduction to Field Research. Lon-
don: George Allen&Unwin.

clifford, James and George E.Marcus, eds. 1986. Writing Culture: The Poetics 
and Politics of Ethnography. Berkeley and Los Angeles: University of california 
Press. 

creswell, John W. 1998. Qualitative Inquiry and Research Design: Choosing 
Among Five Traditions. London: SAGE Publications.

De Soto, Hermine G. and Nora Dudwick, eds. 2000. Fieldwork Dilemmas: 
Anthropologies in Postsocialist States. Madison: The University of Wisconsin 
Press. 

Denzin, Norman K. 1998. “The Art and Politics of Interpretation.” In id. and 
Yvonna S. Lincoln, eds., Collecting and Interpreting Qualitative Materials.

____ and Yvonna S. Lincoln, eds. 1998. The Landscape of Qualitative Re-
search: Theories and Issues. London: SAGE Publications.

Douglas, Jack D. 1985. Creative Interviewing. London: SAGE Publications.
Ferguson, James. 1999. Expectations of Modernity: Myths and Meanings of 

Urban Life on the Zambian Copperbelt. Berkeley and Los Angeles: University of 
california Press. 



ST
rU

C
TU

ra
lC

H
a

n
g

ES
 in

 T
H

E 
H

U
n

g
a

ri
a

n
 S

o
Ci

ET
y

92 Fetterman, David M. 1989. Ethnography Step by Step. London: SAGE Publica-
tions.

Finch, Janet. 1993. “’It’s Great to have Someone to Talk to’: Ethics and Politics 
of Interviewing Women.” In Martyn Hammersley, ed., Social Research: Philosophy, 
Politics and Practice. London: SAGE Publications. 

Fontana, Andrea and James H. Fry. 1998. “Interviewing: The art of Science.” 
In Norman K. Denzin and Yvonna S. Lincoln, eds., Collecting and Interpreting 
Qualitative Materials.

Fuller, Linda. 1999. Where was the Working Class? Revolution in Eastern 
Germany. Urbana and chicago: University of Illinois Press.

Gupta, Akhil and James Ferguson, eds. 1997. Anthropological Locations: 
Boundaries and Grounds of a Field Science. Berkeley and Los Angeles: University 
of california Press.

Hammersley, Martyn and Paul Atkinson. 1983. Ethnography: Principles in 
Practice. London and New York: Tavistock Publications.

Haney, Lynne. 2000. “Global Discourses of Need: Mythologizing and Pathologiz-
ing Welfare in Hungary.” In Burawoy ed. Global Ethnography: Forces, Connections, 
and Imaginations in a Postmodern World. 

Holstein, James A. and Jaber F. Gubrium. 2002. “Active Interviewing.” In: 
Weinberg, Darin ed. 2002. Qualitative Research Methods. Oxford: Blackwell 
Publishers.

Horváth, Ede. 1990. Én volnék a vörös báró? Budapest: Idegenforgalmi Propa-
ganda és Kiadó Vállalat.

Lomax, Bill. 1990. “The Rise and Fall of the Hungarian Working class.” In: c. 
M. Hann ed. Market Economy and Civil Society in Hungary. London: Frank cass 
and company Limited. 

Marcus, George E. 1998. Ethnography through Thick and Thin. Princeton: 
Princeton University Press.

____ and Michael M. J. Fischer. 1986. Anthropology as a Cultural Critique: 
An Experimental Moment in the Human Sciences. chicago: The University of 
chicago Press.

_____ and Dick cushman. 1982. “Ethnographies as Texts.” Annual Review of 
Anthropology 11.

Mason, Jennifer. 1996. Qualitative Researching. London: SAGE Publications.
Mbilinyi, Marjorie. 1989. “’I’d Have Been a Man’: Politics and the Labor Process 

in Producing Personal Narratives.” In Personal Narratives Group, ed., Interpret-
ing Women’s Lives: Feminist Theory and Personal Narratives. Bloomington and 
Indianapolis: Indiana University Press. 

Mccracken, Grant. 1988. The Long Interview. London: SAGE Publications.
Morse, Janice M. ed. 1994. Critical Issues in Qualitative Research Methods. 

London: SAGE Publications.
Offe, claus. 1996. Varieties of Transition: The East European and the East 

German Experience. Houndmills. 
Patai, Daphne. 1991. “U. S. Academics and Third World Women: Is Ethical 

Research Possible?” In Sherna Berger Gluck and Daphne Patai, eds., Women’s 
Words: The Feminist Practice of Oral History.

Reinharz, Shulamit. 1992. “Feminist Interview Research.” In id., Feminist Meth-
ods in Social Research. New York and Oxford: Oxford University Press.

Richardson, Laurel. 1998. “Writing: A Method of Inquiry.” In Norman K. Denzin 
and Yvonna S. Lincoln, eds., Collecting and Interpreting Qualitative Materials. 



ST
rU

C
TU

ra
lC

H
a

n
g

ES
 in

 T
H

E 
H

U
n

g
a

ri
a

n
 S

o
Ci

ET
y

93Róna-Tas, ákos. 1997. The Great Surprise of the Small Transformation: The 
Demise of Commmunism and the Rise of the Private Sector in Hungary. Ann Arbor: 
The University of Michigan.

Rubin, Herbert J. and Irene S. Rubin. 1995. Qualitative Interviewing: The Art of 
Hearing Data. London: SAGE Publications. 

Shostak, Marjorie. 1989. “’What the Wind Won’t Take Away”: The Genesis of 
Nisa - The Life and Words of a !Kung Woman.” In Personal Narratives Group, ed., 
Interpreting Women’s Lives: Feminist Theory and Personal Narratives.

Smith, chris and Paul Thompson, eds. 1992. Labour in Transition: The Labour 
Process in Eastern Europe and China. London: Routledge.

Spradley, James P. 1979. The Ethnographic Interview. New York: Holt, Rinehart 
and Winston.

Tabiczky zoltánné. 1977. A Magyar Vagon és Gépgyár története. Győr: 
Széchenyi.

Thoma, László. 1998. A rendszerváltás és a szakszervezetek 1988-1992. Bu-
dapest: Villányi úti Könyvek.

Weinberg, Darin ed. 2002. Qualitative Research Methods. Oxford: Blackwell 
Publishers.

Wengraf, Tom. 2001. Qualitative Research Interviewing. London: SAGE Pub-
lications.

Notes

1 One of the best known Hungarian novels of the 1960s is Rozsdatemető (Rust 
cemetery) by Endre Fejes, which portrays the life of two generations of a lower 
working class family (the father being on the verge of lumpenproletariat). What 
makes the book an outstanding literary achievement is not the portrait itself but 
Fejes’s successful attempt to explore the ways in which workers are trying to 
make sense of life. Jó estét nyár, jó estét szerelem (Good night summer, good 
night love) by Fejes is a remarkable combination of lyrical and realistic elements, 
developing a peculiar type of poetics out of the life of a working class boy. In the 
light of this literary tradition, the workers’ disappearance from the literature is also 
remarkable. 

2 As I have learnt from the workers, it would have been in any case problematic 
to find young people given the decline of the factory and the halt of recruitment.

3 In the past three years the top management was almost totally exchanged. 
Some of the old directors retired and some resigned because of conflicts with the 
new proprietors (the factory was privatised in 1997).

4 They spent around 65% of their income on utilities and the remaining sum 
(15,000-20,000) barely covers the costs of “basic” food. 
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94 LáSzLó LAKI:

agriculture and the Change of regime 

Our study tries to draw the outlines of the changes which took place in 
Hungarian agriculture at the turn of the 1980s and 1990s. As the reader 
will also see, what happened to Hungarian agriculture and consequently 
to those people living in the villages and in the countryside was a painful 
and confusing experience.

On the one hand, we can begin by analyzing the historical trends (see 
the chart below) that show a fundamental restructuring of employment 
rates in Hungary in the three main economic sectors – industry, agricul-
ture and building trade – between 1900 and 2001. These trends show a 
society on the way to modernization where – though the dynamics may 
vary in time –a predominantly agrarian society was transformed into one 
dominated by industry and services within a century.

changes in employment rates in the three main sectors in Hungary 
between 1900 – 20011

 

Year agriculture and 
forest  industry

industry and building   
industry  services

1900 61,1 15,0 23,9

1910 59,7 18,3 22,0

1920 59,7 15,8 24,5

1930 54,3 20,2 25,5

1941 51,5 21,8 26,7

1949 53,8 21,6 24,6

1960 38,5 34,0 27,5

1970 23,2 44,3 32,5

1980 19,3 41,6 39,1

1990 17,5 36,1 46,4

2001 5,6 33,1 61,3

The rate of agricultural workers showed a remarkable decrease dur-
ing the 20th century. It was this sector where three-fifth (61%) of all the 
employed worked in 1900, while, in 1990, their number dropped to one-
fifth; in 2001 they made up only 6% of all the employed. This tendency 
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95coincided with a similar trend in other economically developed countries. 
We wish to emphasize this coincidence because these latter societies 
had lived and changed under capitalist circumstances during the previous 
century, while in Hungary the space of economic-social reproduction was 
dictated by the state socialist conditions that existed for only 40 years. In 
spite of extremely important diffences in social models, the result looks 
very similar since the rate of Hungarian agrarian workers (6%) is very 
close to the rate in France (4,4%), Denmark (3,5%), Italy (4,8%), Holland 
(3,4%), Finland (6,3%) or Germany (2,5%) at the turn of the century. 2 
Some sociologists consider this process of transformation within other 
European societies as one of the most characteristic trends in the 20th 
century and they describe it – in lack of a better expression – as the 
process of the ’elimination of the peasantry’.3

On the other hand, the change of regime in Hungary brought about a 
new ’land reform’ which – among other things – allotted land to hundreds 
of thousands of people through compensation and property designation, 
the aim of which was to ’create’ a new agricultural ’class’ or ’stratum’ of 
private owners, namely the class of ’Hungarian farmers’. 

Although such an agricultural stratum has never existed, the politicians 
who invented these social agents still hoped to create an important force 
in national agriculture and even at the international level.

It is easy to see that the two factors mentioned above are not in har-
mony with each other but rather contradictory: the significant decrease 
in the rate of agricultural workers during the last century on the one hand 
and the large-scale land distribution following the last change of regime 
on the other hand. The political elites conducting these systemic changes 
seem to have been ignorant of the stubborn consistency of these tradi-
tional tendencies. What is more, the elites flattered themselves in that the 
process of history could be altered or reversed in any way they liked. 

The phenomenon is so all the more striking as the political elites rela-
tively soon agreed that Hungary – as soon as possible – must join the 
so-called industrially developed world where the decline in the agricultural 
labour force has also transformed the economy, society and modes of 
property for centuries. compared to countries where the rate of agricul-
tural workers declined to 3-6% percent by the turn of the century, it is even 
more difficult to understand why Hungarian agriculture was not prepared 
for the competition following the change of regime, and why small parcels 
of land were allotted to peasants. Furthermore, it is somewhat outdated 
that only the forms of agricultural property acquired by natural persons 
were recognized and supported after the change of regime. coopera-
tive property was excluded though there are several different forms of 
property, even under capitalist circumstances. 

It is also unclear why an agriculture sector suffering from the short-
age of capital was further aggravated by the division of capital and the 
political exclusion of the most educated group of people in the agricul-
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96 ture – professionals whom the new elites called ’green barons’ – from 
acquiring private property, though everybody was well aware of the fact 
that this sector was non-competitive without the necessary capital and 
expertise. 

It is also difficult to explain why politicians thought and pretended to 
believe that this new ’land reform’ can be successful in the countryside 
and villages, although the fundamental changes had already taken place 
long before the change of regime. In short, we claim that the Hungarian 
countyside and villages had already ’got over’ the key agricultural period’ 
during the second half of the state socialist period. Those who lived in 
the countryide no longer worked in the fields, but they made their living 
in other sectors of the economy and they wanted to secure their own 
and their children’s career in other sectors. This is why the century-old 
trend did not change despite the postcommunist land reform and the 
fact that the rate of agricultural workers has dropped by more than 10% 
since 1990.

In my opinion, the core of the problem lies in the way the new political 
elite interpreted the change of regime, i.e. the ideological and simplified 
understanding of the change from ’socialism’ to ’capitalism’, as well as 
the notions of ’socialism’ ’capitalism’ and that of the ’means’ necessary 
for the change at the turn of the 1980s and 1990s.

For the elites, ’socialism’ was merely a reproduction model though 
one that used to have different economic and social organizational 
forms in Hungary. In short, the new political elites blended the so-called 
Rákosi-era of socialism, characterized by widespread nationalization, 
forced collection of grain through attacks of village homes, deporta-
tions, contrived legal actions, aggressive policy, miserable conditions 
etc. with the ’goulash communism’ of the Kádár-period. During the latter 
era, a fundamental modernization took place, society was restructured 
and pushed into the field of capitalistic relations (concerning goods and 
finance) which helped bring about private enterprises in the 1980s. This 
modernization used consumption as a legitimizing tool and created a 
special ’society of employees’.4

As for the agriculture, by the time of the change of regime, the Rus-
sian-type of cooperative farms had almost completely disappeared in 
Hungary. They were first formed at the turn of the 1940s and 1950s and 
then, a decade later, in the ’second’ wave of collectivization. Their activ-
ity was based on the peasants’ land, stock, draught animals and means 
of production being obtained by force and, until the end of the 1960s, 
they only allowed for natural production, that is, agriculture worked on 
the basis of residual principal i.e. the work performed was calculated in 
workday units which was why wages were given in money and crops at 
the end of the year.

The ’new generation’ of these cooperative farms, based on natural 
production since the 1980s, worked under commodity and monetary 
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97relations like companies. Their technological level, division of labour 
and productivity relations left the old forms of agricultural production far 
behind. The new cooperative farms were mainly equipped with modern 
machinery and technology. They used up-to-date propagating material 
and breeding stock, and they were organized in company-like product-
ing units with significant experiences and high skilled employees, they 
possessed fixed capital and they were credit-worthy.

The new generation of cooperatives formed an organizational network 
– a form highly appreciated today, in the age of globalization – as most of 
the production units created household farming and small-scale produc-
tion systems for breeding chickens, swines, growing red peppers, onion 
etc. In terms of continuous modernization they organized production 
chains which included credit, forestalling and selling products. Networks 
of relationships also developed with regional and national units specia-
lizing in one particular product (for example wheat, corn etc.), which al-
lowed for modernization. Obviously, these characteristics were not true 
for all cooperatives, but only for the best ones. Nevertheless, this must 
be considered quite natural under state capitalist conditions too, nor can 
we forget about the quality of land, the capital strength of the cooperative 
farms, the characteristics and the ambition to take risks of the manage-
ment and the members.

During the period of privatization – that is, after the change of regime 
– these cooperative farms had both the ability and the intention to gain 
dominant shares in the industrial companies processing cooperative 
products which would vertically enlarge their networks, strengthen their 
solid capital and their influence in the market, their economic force and 
bargaining position and – as a result – enhance their international com-
patitiveness. 

In other words, some of the large agricultural concerns could easily 
have been organized into production, processing, and distributing units 
employing technological processes and modernization etc., which would 
have been adequate for the global market. Still, the political elites man-
aging the change of regime were so prejudiced against the cooperative 
farms (and their socialist image) and their ideas on capitalism were so 
ideological and inadequate that the processing industry was sold to 
multinational firms, which have been able to control this segment of the 
Hungarian market as part of their network.

The agricultural transformation after the change of regime could 
have followed a model of the marketization of competitive sectors of 
the economic system created during the state socialist period which 
could have made them suitable for the conditions of globalization. In-
stead, the political elites decided to destroy the cooperative forms since 
– on top of undisguised power – they let cooperative land and property 
be’dismembered’ and ’distributed’. It was the ’distribution of land’, involv-
ing about two million families, each of which gained, on average, 4,4 
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98 hectares of land that created a fragmented and confused estate structure, 
chaotic property relations and chaotic ways of leasehold. 5 

It is not surprising that the majority of the people receiving compensa-
tion and their heirs had never worked in agriculture but had been em-
ployed in industry, construction, administration, etc. Most of them had 
moved to the towns long ago and did not know much about the situation 
in the country (where ’decollectivization’ took place), consequently they 
could not make use of the land they received ‘gratis’. What is more, the 
majority of recipients did not have enough capital, expertise, machinery 
and the necessary will to successfully farm.6 The situation is well illus-
trated by the following statistics:

In 1996, four-fifth of the envisaged farmers (79%) had less than one 
hectare land property, 18% had a farm between 1-10 hectares, 2% had 
an estate between 10-50 hectares or more.7 The concentration of the 
land continued until the turn of the millenium – the rate of the farms under 
one hectare diminished to 72%, that of the farms between 1-10 hectares 
rose to 23%, those between 10-50 hectares grew to 4,5%, while the rate 
of the farms bigger than 50 hectares rose to 0,7% – the characteristic 
subdivision of the estate-structure did not change fundamentally.8 

The new political elites envisioned a Hungarian version of ’modernized 
farming’ on small-scale family based units. This image of a Hungarian 
farmer is highly contradictory and hardly understandable since Hungarian 
history has not yet produced any precedent for such a figure. The elite, 
who had this vision, also forgot to explain how this social layer would – all 
of a sudden – ’burst out’ with the necessary knowledge, capital power, 
creditability, ability to produce and connections to face the challenges of 
the international market. The problem was very serious since the gap 
between relative prices of agricultural and industrial products opened 
wide, while the monopolized and shrinking markets ab ovo precluded the 
possibility of fast accumulation of capital, yet a lack of capital prevented 
investors from taking bold economic steps. Finally, because capital ac-
cumulated in the agriculture in the 1980s, the proprietors – being good 
capitalists – at once redistributed it to other fields of economy where they 
had hoped for higher profits. The contradictions of the model offered 
after the change of regime or, more precisely, the unpreparedness and 
old-fashioned image of capitalism held by the new political elites also 
clearly shows that they took the model from the family farms that had 
been created under the conditions of the West-European ’social market 
economy’. 

However, by the beginning of the 1990s, history left this agricultural 
model behind, which had earlier been strongly supported by the Euro-
pean Union (though the EU itself now wants to get rid of them through 
subsidy cuts).

Furthermore, it is very difficult to understand how Hungarian politicians 
believed they could establish about family farms that could compete with 
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99EU farms when the Hungarian subsidy system was sharply cut back 
and the financial support in the EU remained many times higher. (At the 
end of the 1980s and at the beginning of the 1990s, on average, the EU 
helped its farmers with 46-49 units of global support while in the same 
period Hungarian farmers got 34 units (in 1988) which fell back to 15 
units by 1991, and in 1992 it was only 11 units.)9 The new social group 
obviously lacked the usual protection or support necessary for survival 
from its political parents.

Under these circumstances we can hardly wonder why agricultural 
crisis has become chronic and why new and competitive structures are 
still missing. The production of food has fallen back significantly. Taking 
food production in 1989-1991 as 100%, in 1994 the food industry pro-
duced only 71,7% and, in 1999, the quantity had stagnated at 72,4%. 
In the same period, global food production rose from 100% to 118,5%, 
underlining the crisis of the Hungarian agriculture.10

The liquidation of the cooperative farms caused less shock in the areas 
where agriculture played little economic role. However, in Transdanubia 
the great economic units have remained dominant, cultivating two-third 
of all the land in 2000 (67,1%) and with only the remaining one-third 
worked by individual farmers. The situation is more balanced in Eastern 
Hungary, but the rate of the land cultivated by individual farmers is still 
less than 50%.

The contradictions of the agricultural transformation are also illustrated 
by the fact that the big specialized farms successfully competing in world 
market are generally led by former cooperative leaders, earlier stigma-
tized by the new political elites as the so-called ’green barons’.11

consequently, we believe that the faulty political capitalization of the 
Hungarian agriculture – we must keep in mind that on top of the clumsy, 
rigid structure, about one thousand billion forints in capital had flown out 
of agriculture and most of the means of production had worn out or had 
been destroyed12 – can be mainly attributed to the fake ideological, eco-
nomic and social concepts and incompetence of the political elites who 
directed the change of regime.13 In our opinion, the political elites wrongly 
defined the new conditions and the necessary steps and measures. They 
envisaged a simple change of ’socialism’ into ’capitalism’. However, the 
proper question was what kind of ’socialism’ should be channeled into a 
special kind of capitalism? The ’socialism’ in question was highly modern-
ized, though economically in a state of crisis, the experiences of which 
could have served as a basis for future development and which should 
have been more successfully integrated into the global market with far 
less loss and pain.

As a matter of fact, ’the market economies’ idealized and postulated 
by the political elites during the change of regime did not match any real, 
existing capitalism since private property and state property could work 
very well together – just as markets and redistribution are not antagonistic 
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0 to each other if markets are strongly controlled by the state. The political 

aim to exclusively save and create private property and to entirely extin-
guish state property was not justified either by the historical processes 
of capitalism or by its actual mechanisms, and the aim did not serve the 
interests of the Hungarian society at all. The ’welfare capitalism’ that the 
political elites envisaged also showed serious signs of crisis just like the 
’family’ farms supported and financed by welfare capitalism. The agri-
culture of the late socialist period, which the new political elites so suc-
cessfully eliminated, was in many respects competitive with the capitalist 
family farming-model – though, naturally, it should have been transformed 
and developed. Nevertheless, it would have been made compatible more 
easily with the new needs and challenges had the necessary conditions 
and economic management existed.
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1PÉTER SzIGETI:

State socialist experiments –  
historical lessons

“Independently of the Eastern European transformation 
processes, which could nevertheless be explained from a 
materialistic perspective, and which therefore do not imply 
automatically the negation of the Marxist theory, the mate-
rialistic concept continues to play an important role in the 
social sciences...”

(Heinz-Jürgen Niedenzu, 2000, 124).

Introduction

My present essay attempts to explain and theorize the legacy of state 
socialism. Apparently I have chosen a topic that is no longer relevant 
since these experiments have ceased to exist in the countries of central-
Eastern- and Southern Europe, as well as in the ex-Soviet Union. State 
socialist regimes, nevertheless, continue to rule in other parts of the world 
(china, cuba, North Korea), and, in the People’s Republic china, the 
system has achieved significant modernization results (Baudouin, 1991, 
158). The crisis of legitimacy following the change of regime in 1989 and 
subsequent political debates have rendered it difficult to analyze state so-
cialism from a scientific perspective. Indeed, most of the works produced 
so far on the topic lack even the minimal degree of objectivity and can be 
considered political propaganda rather than academic literature.

 State socialism is now a part of Eastern Europe’s past. We cannot 
expect, of course, to exclude current political need for legitimacy nor the 
historical process of revisiting norms and values, from how and on what 
basis we explain the 40, or, rather 70 year of state socialism – its birth, its 
functioning and the reasons of its fall. This, nevertheless, does not mean 
that the present should always unconditionally celebrate its victory over 
the past. To clarify the past, it is not enough to condemn state socialism 
– which, whether we like it or not, many people are very willing to do – but 
we have to evaluate the regime as a social-historical phenomenon: that 
is to say, we have to use double measures. On the one hand, we have 
to evaluate its progress in relation to its own past and possibilities and, 
on the other hand, we have to examine its relation to the advanced capi-
talist countries. It is only with the help of this dual approach that we can 
adequately explain the phenomenon and role of state socialism in history. 
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2 Such attempts have been made previously, but very little has been done 

to analyze the regime in retrospect, from a historical perspective. This is 
what the present essay will attempt to do.

I. The description of state socialism, the borders of its historical validity 
and its typical characteristics

I start with a fundamental question: what type(s) of socialism have suf-
fered a historical defeat? The ideological state apparatuses of the inter-
national bourgeoisie, in the Althusserian sense, would answer that every 
type of socialism with which the communists experimented has failed. 
That is why we live in the age of postcommunism. 1917-91 has left no 
positive legacy behind, only the bad memory of totalitarian dictatorships. 
The evaluations of Western leftists likewise reflect limited knowledge 
and little empathy with respect to Eastern Europe (the works of D. Lane, 
W. D. connor, G. Arrighi and I. Wallerstein can be seen as exceptions). 
Because of their ideological preconceptions, they refuse to go beyond 
their former paradigms that proved to be so wrong and that could not 
and cannot adequately explain the birth of state socialist systems and 
the reasons of their fall.

What are the main characteristics of the social organization of the 
state socialist experiments? First and foremost, they were not capitalist 
societies since the two most important factors of production, human be-
ings and the means of production, were not united on the basis of private 
ownership and by market relations. (This did not exclude small-scale 
production, capitalist private ownership and a natural economy based 
on reciprocity, which existed, to a varying extent as a subordinate form 
of ownership, depending on the period and the country.) Furthermore, 
they were not and (given their historical conditions) they could not be 
– communist societies, since the primary conceptual condition of com-
munist societies is that they exist as a free association of free individuals 
where labor is directly socialized rather than organized from above by the 
state. To give a positive definition, I will use the concept of J. Wiatr and 
W. Narojek: “Socialist industrialization, the collectivization of the agricul-
ture (where it happened), and the cultural revolution – all these were the 
outcomes of negotiated decisions. (Even if the decision-makers were not 
always entirely conscious of all of the consequences of the solutions that 
they had suggested). If we agree with this, we have to take into account 
those processes that seek to control social phenomena by utilizing state 
power, as distinct from a model of spontaneous interaction of individual 
behaviors determined by the laws of market. Under these conditions, po-
litical institutions gain a new significance. They are no longer the means 
of protecting the economic system from (internal or external) forces that 
can disturb its functioning but, quite the contrary, they are the means of 
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3coordinating the accomplishment of economic tasks. Therefore, this sys-

tem cannot function without the decision-making- and executive bodies 
that determine the direction of the mass-scale social processes within 
the country. Hence the political issue – the issue of power – becomes the 
center of social life. It can be said that under socialism politics fulfils a 
function similar to that which the capitalist market fulfilled under classical 
capitalism – it is the terrain of social integration, which largely determines 
the characteristics of the processes in the other, “non-political” spheres 
of social life as well.” (Wiatr, 1980, 196). 

Thus, state socialism – or political socialism – is a social order organ-
ized within the framework of the state, in which public proprietorship 
dominates, but which can also include systems of mixed ownership, and 
which is integrated not by the market, but by politics. This substantive 
element of planned societies manifests itself in two attributes in the proper 
philosophical sense of the word: macro-social decisions are made about 
both the ratio of accumulation and consumption and the ratio of public 
and private consumption. The sociological explanation of the functioning 
of economy and society can be related to the institutional mechanisms 
of political power (“redistributive power”). This relationship has been 
extensively debated so it will not be discussed here. The sociology of 
planning societies, nevertheless, remains to an important question and 
I refer here to the works of such thinkers as Károly Mannheim or Ferenc 
Tőkei, who argued for the application of Marxist formation theory to state 
socialist experiments. 

In terms of substantive types displaying structural differences based on 
different principles (which therefore do not express frequency, range and 
ideal typical relationships), we have to count not with one but – taking into 
account the political structure – four, and – considering the economic-
social structure –, three experiments in the period of 1917-1991.

I. The revolutionary 1920s was the first stage with the intention and 
perspective of the withering away of the state and law, the victory of 
revolutionary natural law (represented by Pasukanis), the experiment 
of an alternative life-style and co-existence. This age of revolutionary 
ferment brought about a cultural renewal, the results of which were ad-
mired in Europe at the time, despite the civil war and international isola-
tion. In spite of its values, the period of 1917-1928 failed to establish an 
independent economic and social form. conditions changed too rapidly 
for this, marked by significant political turning points (war communism, 
NEP). The end of the revolutionary waves following the First World War 
indicated a geopolitical turning point. Stalin drew the conclusion from the 
failure of the world revolution with his program of building “socialism in 
one country” (1924). In 1920 Lenin had anticipated the theoretical conse-
quences of another, equally important political turning point in “Leftism.” 
On examining the validity of certain basic characteristics and the interna-
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4 tional significance of the Russian revolution he remarked: “It would be a 

similar mistake to forget that if the proletarian revolution gained a victory 
at least in one developed country, it would undoubtedly imply a decisive 
change. Shortly afterwards Russia would no longer be a model country 
but would rather be seen again as a backward country (in the “Soviet” 
and socialist sense of the word.” (LVM, III. v. Kossuth, 1982). This was, 
nevertheless, forgotten when the prognosis came true.

 
II. By the mid-1930s, the Stalinist model was established in the Soviet 

Union which, combined the planned economy – the economic manage-
ment under direct command – with the one-party political system, thereby 
achieving the closest possible union of state power-political relations and 
economic-social relations. This is the reason why the state administration 
and the party leadership could play such a significant role in Stalinist so-
cieties, as well as why the command of sectors could take a precedence 
over the functional command. After 1947 (with respect to czechoslovakia, 
the GDR and Hungary) the Moscow-oriented communist parties solved 
the problem Lenin had anticipated through the forced adoption of the 
Stalinist model. The transition from people’s democracy to the dictatorship 
of the proletariat did not lack certain motives, but it also caused severe 
distortions. After the victory over fascism, the acceptance of the Soviet 
model became the ideological and political condition for participation in 
the communist- and working class movement. This prohibited discussion 
for a long time of the very relevant theoretical problem of unequal devel-
opment, notably who, to whom and in what can set an example. Here 
we can also see the power of ideas (and delusions): ideological need, 
motivated from many sides, did not become false consciousness because 
somebody wanted to (or could) deceive the people, but because it was 
false consciousness in itself. It motivated the contemporaries to follow 
mechanically the Soviet road sanctified by Stalin (1936), which excluded 
from consideration those tasks which sprang from Lukács’ recognition 
that the Russian revolution was not a classical case (1968). Thus, official 
theory lost the strength of the Marxist analysis, the concrete analysis of 
a concrete case and the methodological assertion of the principle of the 
unequal development embedded in the totality of the historical process.

Romania and cuba sustained the original Stalinist model even in 
the 1970s-80s, and North Korea maintains it still today. Stalinism, in 
the exercise of political power, means not only and not primarily a one-
party system, but rather its monopolistic (and not hegemonic) form of 
exercising power in the Gramscian sense. Mass repression, personality 
cult, the legitimacy of the leader-principle and the conscious adoption of 
closed structures were characteristic only of Stalinist societies. On the 
one hand this was a strategy of self-defensive against break-up (often 
in hypertrophical forms), but also– and few notice this – the repressive 
consequence of the anti-systemic adaptation to the dominant capital-
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5ist world-economy (G. Arrighi), with the function to protect the national 

economy, the national currency and the commercial exchange ratios 
under the conditions of global pressure. The propagation of an open 
society meant the renouncement of protective policies and paved the 
way for a full-scale liberalization, which threw back industrial production 
for years in the transitional economies. 

III. From the mid-1950s, but particularly in the 1960s, after the rejec-
tion of personal cult and dogmatism (where this happened), the reform 
process basically started from two directions. One was the technocratic, 
cybernetic reform of economic management, whose prototype can be 
found in the GDR (cybernetic socialism). Here traditional civil law was 
replaced with economic law, which was expected to achieve a more op-
timal distribution of resources, improve planning and satisfy the popular 
needs at a higher level while also allowing for a moderate democrati-
zation of the local administration. This type of reform was adopted in 
czechoslovakia and partially in the Soviet Union during the Brezhnev-era. 
Despite political differences – the lack of mass repression and personal 
cult – this type of reform can be considered economically a modification 
of the original type because it failed to solve the basic economic problem 
of the measurement of value and the horizontal organization of social 
relations. According to some of its critics, the reform failed because it 
was delayed by about two decades. If the planners had had the modern 
computer technology at their disposal to do the labor-value-calculation, 
there would have been no shortage economy (of course, this assumes 
the active, local adoption of these Western methods, which the theoretical 
solvability of the problems never brings with itself automatically.)

IV. The second type of reform was different, not only in its cultural tradi-
tions and historical conditions, but also in its split with the Stalinist model 
and its aim to achieve qualitative change. Examples include the reforms 
in Yugoslavia and Hungary and in the People’s Republic china today 
which combined market relations with the predominance of public owner-
ship (state and co-operative forms of ownership) and macro-economic 
command. These reforms brought significant economic achievements 
– mass consumption, the rising standards of living, the appearance of 
differentiated forms of individual incentives and a relatively free cultural 
atmosphere – a realization of the Prague program of “socialism with a 
human face”. This somewhat civilized the political rule of the one-party 
system (in Hungary Kádár propagated the self-control of power, in Yu-
goslavia socialist pluralism) and it reduced the strength of the human 
rights based criticisms of state socialism that liberal-democratic theorists 
rightfully formulated from the mid-1950s. (Private property cannot, of 
course, be included in the category of human rights, even in the most 
extreme form of natural law1). When the economic crisis rendered this 
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6 system vulnerable and undermined the basis of its functioning, this criti-

cism developed into a total rejection of socialism and a direct apologia 
for capitalism. 

Nevertheless, we should see one thing clearly. Such reform will inevi-
tably lead to the re-establishment of private property and latent political 
pluralism. The transitional society will, sooner or later, be confronted with 
a choice: either eliminate the socialist elements through a gradual liberali-
zation – as it happened in Hungary – or accept the long-term transitional 
character of anti-capitalist experiments in backward countries. In the later 
case, the system has to consciously experiment with new forms of social 
integrity and adaption while trying to reconcile the conflicts between old 
and new principles of social order and control undesirable, but necessary, 
effects with the help of the institutions of people’s power. 

Although in Hungary the Stalinist model was effectively undermined, 
János Kádár and György Aczél wrongly associated all forms of leftism 
with Stalinism. They were, therefore, not ready to pave the way for a 
Marxist Renaissance, namely to democratize rather than liberalize politi-
cal life and socialize rather than privatize state property, thereby bringing 
the workers closer to their property and giving them true responsibility 
in management. Lacking theoretical background, their otherwise correct 
pragmatic-political initiatives – enterprise councils instead of one-person 
responsibility/ leadership, the entrepreneurial triangle or quadrangle with 
the extension of the principle of direct democracy – were not and could 
not be effective. The programmatic essay of György Lukács “Demokra-
tisierung heute und morgen” (1968) would not have meant much to these 
political leaders, who mostly had a limited knowledge of Marxist theory. 
When the study was published in Hungary (1988), it did not mean any-
thing at all. True, the philosophical tertium datur between liberal democ-
racy and Stalinism could not have replaced the institutional mechanism 
of the corresponding political structure, but Lukács recognized the right 
direction and necessity of such a reform.

From this we can conclude that there was not only one, crude political 
socialism. Taking into account the level of development that these coun-
tries achieved, type IV. has left many positive experiences behind. In its 
own time, the original Stalinist model of industrialization (type II.) was also 
not inadequate but it became outdated only with the re-structuring of the 
global economy. The Soviet Union lost the battle of social orders only in 
the last 15 years, as a result of the fourth industrial revolution charac-
terised by the upgrading of postindustrial sectors and the downgrading 
of the traditional ones. Therefore, state socialism collapsed not because 
of the Stalinist thermidor and the revisionism of the Khruschev-era, but 
because of its failure to renew its social and political structure under the 
conditions of global change. The change in geopolitical power relations 
rendered the collapse of state socialist regimes in the small countries 
almost inevitable.
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7I argue that not everything failed that is considered as a failure. Above 

all, communism has not failed because it could not be established under 
the given historical conditions. Apparently, a thesis (socialism has a per-
spective) has to be rejected if experience fails to verify it (verification). 
This, nevertheless, is not true given the lack of falsification. No better 
system came after state socialism; the new systems function with a 
similar or even worse efficiency than past regimes2. 

This important differentiation, nevertheless, won’t change the historical 
fact that the “actually existing” socialist regimes lost their attraction in the 
eyes of the people in central- and Eastern Europe, who therefore did not 
lift a finger to defend them. However, the evaluation of the achievement of 
state socialism remains to be determined by the dialectics of class inter-
ests. The new bourgeoisie continues to propagate its own historical spe-
cificity – its world-view, historical consciousness, interests and norms – as 
eternal and universal human values in order to legitimate its social order 
and the rule of capital over the society of labor (“Arbeitgesellschaft”).

II. Direct socialization, communality in the transitional period

Because of the significance of public property, the ideal type construc-
tion of the political mechanism of the state socialist order cannot start 
from the division of the bourgeoisie and the citizen. State socialism 
was established in relatively backward countries, which had not yet 
achieved human emancipation and followed the road of non-classical 
modernization. The “actually existing” socialism did not, nevertheless, 
reproduce individuals as proprietors of capital or labor (i.e. a class) but 
neither as participants in a directly socialized world. State socialism did 
not interfere with the social relations of the individuals and their com-
munities based on reciprocity. The reciprocal relationships within the 
family, between the sexes and generations and the non-centralized and 
non-commodified relations of small communities (common work in the 
villages, co-operation in the residential community motivated by solidar-
ity) continued to exist independently of the authority of public power and 
taxation. The principle of reciprocity functions and can function in a civil 
sphere liberated from market relations and politics – when it is allowed. 
The theorists and politicians of the grey zone and the second (informal) 
economy, established as a result of economic reforms, wanted to change 
this situation in order to capitalize, colonize, and tax activities based on 
co-operative solidarity, which flourished in local societies and small com-
munities. Not without results: in 1988 the introduction of a Western-type 
of taxation system facilitated the devaluation of communal interests and 
values and institutionalized the liberal-democratic order based on private 
property and the division between the bourgeoisie and the citizen. The 
interest relations induced by the private property spread naked egoism, 
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8 individualism and profit-orientation, which did not – and do not – spare 

friendship, love and lifestyles. The immanent feature of capitalism is that 
it impacts on the civil sphere organized independently of commodity- and 
monetary – relations (even though these manifestations, based on the 
human need and immanent spontaneity of co-operative solidarity, can 
nowhere be entirely commodified).

The bourgeois mystification of civil society did not account for this 
situation, although it is clear that the terrain of communality is not the 
public man, defined by private bourgeois relations – who is elector and 
can be elected to political offices – but is the directly socialized sphere, 
independent of the political community. In retrospect it can be stated that 
such attempts existed even though the state socialist regimes – because 
of their crudeness, distortions and subjective mistakes – often mixed the 
directly socialized sphere with the state-controlled and, therefore, not 
independent societies, educational forums, arts centers, dance halls. 
This, nevertheless, won’t change the fact that there existed a non-politi-
cal, directly socialized sphere that was sustained by the human need for 
cooperative solidarity and remained distinct from public power and capital 
relations until the mid-1980s.

A different problem was the attempt to socialize the state, which, in 
practice, would have meant the transfer of state functions to independ-
ent social organs. This attempt was not successful because the political 
statehood cannot be eliminated or replaced under the conditions of the 
external, international class struggle and the internal political fights. 
The function of fire-service won’t change if non-governmental (or local) 
employees serve as firemen or if a social organization fulfils the same 
function. This was not the main component of social control in the politi-
cal state under state socialism. The transitional society should accept 
and democratically control political power that is separated from the 
society and functions independently of its control (alienation) rather than 
socialize the state – however well-meant Khruschev’s program was in 
his own time.  

III. Planned economy – New Economic Mechanism (NEM) – theories 
of commodity relations – proprietorship

contrary to the system-critical works of their predecessors, the second 
generation of Marxists was already confronted by the need to give a 
theoretical basis to the pragmatic socialist experiment. In the works 
of Lenin, Economy and Politics in the Period of the Dictatorship of the 
Proletariat (1919), and Preobrazhenski The Perspectives of the New 
Economic Policy (1921) and others in the period of the NEP, it was very 
important to define the principles of the planned economy and explain 
how the economy could function in a transitional society. Is it possible to 



D
Eb

aT
ES

 o
n

 S
o

Ci
a

li
Sm

10
9directly socialize labor? But then, who will manage the working hours, 

calculate labor-value and set prices? can planning and the utility value 
of a product, as defined by the quality standards of the plan, set prices 
instead of the exchange rates of the market (communism)? Or should 
the transitional (and/or) socialist society accept commodity relations and 
commercial value as the main principle of the economic order before 
achieving the higher stage of communism? 

These questions we can answer with the following, based on historical 
experience. The planned economy has to accept commodity relations, the 
market mediation of the individual-enterprise labor and the management 
of socially necessary working time. That is to say, the commodity relations 
as value-relations are necessary for planning. This, nevertheless, does 
not imply commodity relations as relations of appropriation (exploitation 
through capitalist private property). The latter raises the question: will 
not the continuing existence of commodity forms, under the conditions 
of commodity production, immanently – or through privatization with 
the mediation of the legal political power – lead to surplus value and 
exploitation?3

According to György Wiener’s interpretation, Marxist theory “considered 
nationalization only as a negative relation of private property and consid-
ered the society where the state appears as a universal capitalist (as op-
posed to the individuals as wage laborers) as a primitive communist order 
(GFK, 130-131). Marx also considered the possibility that these primitive 
orders – when established locally and not globally – would collapse when 
they were linked to the world market, giving rise to a universal social res-
toration process.” (Emphasis indicated by P. Sz. in, Új társadalmi formák 
korai megjelenése és felbomlása, Eszmélet, 1994/22.) In this case we 
should call this order state capitalism and not state socialism. It remains 
a question as to why the transition from private capitalism to state capital-
ism, and then its reverse, should give rise to a restoration and a return to 
a former social form. In Marxist theory, the change of social forms always 
means the victory of a more productive new form over the former one. The 
backwardness of the socialist region did not allow for this outcome. True, 
primitive, political communism established negative property relations, 
but this was not its only characteristic. Many other things happened too, 
that Marx could not have foreseen but which we know from the literature 
and historical experience. That’s why I argue that state socialism was a 
transitional society where the decisions about the allocation of resources 
were made within the framework of a political planning mechanism and not 
in the interest of private profit (where labor surplus was not appropriated 
according to the principles of private capitalism), and it was not a form of 
state capitalism – where the surplus value is allocated in the interest of 
private capital and where the state is a universal capitalist on the basis of 
private property.4 It is a question, therefore, of who, on what value-basis, 
how and with what legitimacy can plan? 
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0 György Lukács was of the opinion that, in case of a mature commu-

nism, it is important to maintain a capitalist Switzerland for the measure-
ment of values and the prices of products. Hence, the plannned economy 
does not have an immanent scale, working time can be managed only 
in relation to the value-principle. István Mészáros, a former disciple of 
Lukács, refuted this principle in his work “Beyond capital” (chapter XIX, 
The communal system and the value-principle) where he argued that the 
historical universality of the value-principle was not Marx’s standpoint 
and that it is not the necessary basis for the planned economy. Today 
American economists support this theory with the help of the electrical 
storage of information and its application for economic planning (W. Paul 
cockshott-Allin E. cottrell: 2001, 2002).

Paradoxically, after the Second World War, Stalin, the leader, who de-
stroyed the NEP and led Russia from feudalism to the atomic age to use 
the metaphor of Isaac Deutscher, renewed the debate about the role of 
the value-principle and its application for planning under socialism. This 
is, nevertheless, only an apparent paradox. The author of “The Economic 
Problems of Socialism in the Soviet Union” (1952) did not want to apply 
commodity and monetary relations to the renewal and reform of the com-
mand economy and central planning ,but merely accepted the existence 
of these relations. He recognized these phenomena as a means of ac-
counting, though not as a means of reducing the hierarchical relations 
of central command.

The Hungarian reformers of the 1960s (József Bognár, Gyula Eörsi, 
Rezső Nyers and others) assumed precisely the latter on the basis of 
the work of the Polish author, W. Brus (1966). They wanted to replace 
the hierarchical system of the command economy and central planning 
with a mechanism that planned according to the value-principle and 
solves the problem of measuring value. This required autonomous 
production units and horizontal market relations to improve efficiency 
and provide for a flexible relationship between supply and demand. 
The reformers had to get rid of the interest trap of the command 
economy that O. Sik modelled as an input-output game. Sik argued 
that the central planning office and the enterprises have contradic-
tory interests in setting goals. The centre demands the production of 
maximum output with the smallest possible input. The enterprise tries 
to get maximum investment and promises minimal output in exchange 
so that it can over-fulfill the plan and receive governmental awards 
and premiums. Furthermore, macro-structural planning has to receive 
continual feedback from the actors in the micro-sphere, whose basis 
is the dominance of public property (state-owned enterprises, co-op-
eratives, farms), the political control of indirect economic regulatory 
mechanisms (taxes, withdrawals, financial motivators, donations, 
subsidies, exchange-rate policies, export-import priorities) and the 
legal regulation. 
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1Let’s see what types of property right-concepts existed in Hungary at 

the time of the economic reform in the 1960s. I won’t discuss here the 
economic, social and philosophical problems of defining the historical 
forms of property, which plays a central role in Marxist theory. Instead, I 
will focus only on the legal definition of property, property rights. Although, 
in time, it belongs to the examined period, I won’t include Act VI of 1988 
on Business Organizations in the discussion because Marxist and/or 
socialist legal theory played no role in the preparation of this legislation. 
It should be noted that this act established one of the most important 
conditions for the change of the economic order by transforming public 
property forms (state and cooperative property) into dividable and anony-
mous private stocks. I won’t discuss here if this was a desired or a nec-
essary step to adapt to the globalizing economy, and I won’t go into the 
discussion about how the change in legislation – through spontaneous 
privatization, privatization and the complementary act of compensation 
– propelled property reform towards the change of regime. The result was 
a new class of proprietors and the private control of production, even at 
the price of sacrificing the constitutional theses of sector- and competi-
tion- neutrality for greater profit. Hungarian society was highly divided 
on these issues, but with the masses silent and protest fragmented, the 
course of events was decided by the backroom deals of the economic 
and political elite groups and strong international pressure for privatiza-
tion, de-etatization, deregulation, monetarism, individualism. Under dif-
ferent conditions and international power relations in a semi-peripheral 
country lacking capital, the mixed economic, social and property system 
(based on the macro-structural command and the dominance of public 
property that maintained a mix property rights) would not have been 
necessarily doomed to failure as its defenders propagated until the last 
days of the regime.5 

After the correction to direct central command – the loosening of the 
vertical relationship between the central and local administrations and the 
rejection of an exclusively technical division of labor – the fundamental 
problem of proprietorship under socialism was as follows: legally the state 
is the owner of the enterprises and, as proprietor, has important rights 
(foundation of enterprises, merging, appointment of directors, withdrawal 
of capital). The enterprise gains independence of the state as a produc-
tive economic unit if it receives the concrete rights of foundation, man-
agement and starting capital – in short, it is entitled to possess, use and 
dispose of its resources. Here the social character of ownership (as the 
means of production are common social properties) and the proprietary 
rights of enterprises mean a double ownership and require the existence 
of an external control since owned enterprises have to take into account 
the macro-strategic planning priorities of the state. Hence, the reform-
ers, who wanted to increase enterprise autonomy, responsibility and 
efficiency, were confronted with the question: is it a double or a divided 
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2 property or can we speak of united property rights? To put it simply: is it 

possible to combine the property rights of the society with the property 
rights of the enterprises?

The question is theoretically very significant, since the most specific 
and most original legal institution of state socialism is the right of social 
ownership – together with all of its forms (state-owned enterprises, co-
operatives, state farms – the proprietary rights of the later are the same 
as that of the enterprises). Did the “property of everybody” indeed belong 
to nobody? (In 1989 state property in Hungary was estimated to be worth 
5000 billion HUF, 90% of which had been produced after 1945).

Several solutions were suggested to reconcile the contradiction be-
tween the social form of ownership and the proprietary rights and auton-
omy of the enterprises in socialist legal science. Miklós Világhy’s theory, 
derived from commodity relations (1967, 1968) and Tamás Sárközy’s 
concept of the structured property rights (1973, 238-41) were not the 
first attempts to explain double property rights because both relied on the 
work of the Soviet jurist Venediktov, who spoke of the problem of double 
collectives (membership in the small collectives of the productive units 
and membership in the large collective of society as a citizen). 

I will introduce here the idea of Gyula Eörsi because he demonstrated 
the unity of the double property rights. 1) He maintained the necessity of 
a general concept of proprietorship, where the property forms correspond 
to a unity of variety and the division of strategic and tactical authorities; 2) 
as a Marxist, he did not mix property relations – involving appropriation 
– with the definition of property rights. That is to say, he did not mix the 
relations of production and appropriation with the legal, organizational 
definition of property rights. Because of this theoretical advantage – and 
the political, not legal problem of defining the dynamics of relations of 
appropriation – I will introduce his solutions at length, based on his im-
portant work (1975, 290-306). I maintain that abstract references to social 
property won’t invalidate the fact that a production unit can be effectively 
managed with internal autonomy and external control.

In Eörsi’s concept, both forms of social property, the state-owned en-
terprises and the collectively owned cooperatives, are mediated by the 
state. The planned economy should provide for state command of the 
economy, the complex development of national economic resources and 
the satisfaction of people’s needs. According to Eörsi, this state mediation 
– as we indicated earlier – means that the state disposes of the property 
of society. Therefore, citizens have no direct property rights and they 
do not have direct control of the production within the enterprise that 
unites the means of production with labor, but they have certain rights 
as members of the collective. Eörsi encouraged the consciousness of 
producers as proprietors, but not within the framework of an institution. In 
the case of cooperatives, the proprietor and the employee are the same. 
In state-owned enterprises “state property is united with the collective 
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3of the employees, who – as citizens – are owners of the state and the 

nationalized means of production at the level that has been reached so 
fa, but they have no distinctive property rights over the enterprise and 
its possessions” (301). Thus, at the level of totality, socialist property 
rights do not have an absolute and negative structure but, at the level 
of the autonomous management units – since there is a production of 
commodities – , enterprises become autonomous legal subjects that 
have property responsibility and function exclusively with a negative and 
absolute structure distinct from that of non-proprietor enterprises. Eörsi 
argued that property rights or the lack of property rights functioned within 
one unity. Thus, property rights become more complex and they belong 
to the terrain of the interaction of five types of law: constitutional law (the 
state is the representative of society), public administration (e.g. founda-
tion of enterprises), the civil code, the labor law and the cooperative law 
(uniting the means of production with the working collective). The actors 
then appear at three levels:

A. at the macro-level of society, citizens have no direct management 
rights, but are the theoretical proprietors of the means of production 
(Eörsi thought that the common development of citizen- and ownership- 
consciousness would be desirable, but he gave no pragmatic solution as 
to how this could be achieved)

B. the enterprise (the small collective of the production unit) and the 
cooperative (small collectives where the proprietor and the employee 
are the same), which are autonomous legal subjects, can dispose of the 
possessions of the collective and have property rights and responsibility 
for the management. 

c. the state that mediates between the above two levels and man-
ages its property (this function is separated from its function as public 
power.)

The particular feature of socialist, social property rights is that the 
negative, exclusive and absolute structure of property rights does not 
stop at level “A” (everybody, the whole society, is proprietor), but that the 
distinction exists at level “B”, the enterprise. Thus, property rights are 
structured from within as a homogenous phenomenon that unites the 
“higher” command of the state (that exercises property rights externally) 
with the property rights of actual producers. This can be described by 
the traditional property trinity of possession-usage-disposal, and the in-
ternal relations of the small collective. This situation – the division of the 
exercise of property rights and power within the whole – is expressed by 
of strategic and tactical relations. “contrary to the co-operative and the 
consumer, the state does not make all decisions on its own. As proprie-
tor, it transfers many decisions to the enterprises out of its own free will. 
This shows that the enterprise is not proprietor – if we do not equate 
property rights with the totality of the rights transferred by the proprietor. 
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4 The state, nevertheless, retains the key positions of property rights and 

the right to make universal, strategic decisions concerning the entirety 
of state property. In this respect, the state transfers only tactical rights to 
the enterprises; the relatively independent interests and their autonomy 
mean the enterprises require no more, and the state needs makes no 
further concessions to the autonomy of the enterprise. 

Such strategic decisions are:
a the foundation of enterprises – the totality of all the enterprises gives 

the structure to the total state sector
b) decisions about the enterprise’s activity – this determines the division 

of labor in the state sector
c) decisions about the starting capital of the enterprise – and thus the 

size of enterprises
d) the appointment and dismissal of the director and deputy director 

– rendering the managers dependent on the proprietor;
e) normative disposal of the profit produced in state-owned enterprises: 

the sharing of profit with other enterprises as well as within the enterprise 
(e.g. investments and shares), the allocation of resources,

f) the control of the enterprise – mixed proprietor and state command 
authorities.” (1975, 302)

The strategic decision-making bodies of cooperatives are essentially 
the same as that of the state, but it is the cooperative that exercises this 
authority and not the state. The cooperative decides about its forma-
tion, starting capital, activities, leadership, etc. “The differences are the 
following: a) the state necessarily employs means of public power and 
it exercises its authority in the form of public administration, b) the coop-
erative makes strategic and tactical decisions on its own, (NB- P. Sz.) c) 
since the cooperative exercises this role, not in relation to another legal 
subject but within itself, and its activity does not depend on an external 
proprietor, cooperative ownership can be described by the classical 
trinity of possession-usage-disposal. Internal relations are the relations 
of the membership in a collective, they do not take the form of civil law 
or commodity: they belong to cooperative law. (Stress is indicated by P. 
Sz.; 1975, 303).

Eörsi found a Marxist explanation to the problem that property has a 
value in the economic sense, and it implies the appropriation of surplus 
value. It produces a profit that should be allocated, and this is a conse-
quence of the relations of production, which means legal control of the 
holders of property rights and their appropriation. The tactical operational 
level and the strategic decision-making level are also separated in the 
modern stockholding-companies in order to facilitate the mobility of as-
sets, liquidity and the anonymity of property rights. The proprietors, who 
own the majority of the stock, make the strategic decisions the mass of 
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5small shareholders cannot influence these decisions. They are proprie-

tors only in so far as they are entitled to their shares, but they have no 
say in strategic decision-making. Enterprise management is responsible 
for the administration, economic management and tactical decisions for 
making profit. This level cannot be adequately described by the traditional 
trinity of possession-usage-disposal because the forces of production 
are beyond the scope of individual enterprises. Large organizations, 
stockholding-companies, are in charge of economic management, but 
this development does not change the nature of capitalist private property. 
Socialist social property offers an analogous problem with its division, 
structure and the functional relations within its totality unity seeking the 
satisfaction of social needs. “Proprietary power is not exercised for its 
own sake. It always serves a given function: it depends on social sys-
tems and concrete economic relations. Property is appropriation. Legally, 
power is realized through rights, which implies the dynamic of appropria-
tion and the static nature of appropriated protection.” (1975, 304). The 
distinction between the two levels of decision-making, strategic and 
tactical, can be seen overtly in the example of state-owned enterprises, 
and covertly in the case of other constructions. Property rights includes, 
at least, strategic decision-making, has a well-defined legal basis and 
guarantees the citizens’ property rights in the form of state, coopera-
tive and personal property. This is the concept of the divided but united 
socialist property rights.

What can we add to this today? First and foremost, these significant 
questions played a role in the existence and fall of state socialist regimes. 
It was an important characteristic that the state exercised the right to 
strategic decision-making in the name of society, rather than society itself 
(see the points d-f above). Also important was the relationship between 
the different – state, cooperative, personal and private – property forms. 
This is the next question I will examine.

In public life and within the MSzMP (Hungarian Socialist Workers’ 
Party) a recurring question was, which property form is higher: that of 
the state enterprise, because of its alleged social character, or that of 
the cooperative form of collective ownership? The change of regime 
gave us more evidence, in retrospect, than the system did when it was 
actually in operation. Everywhere there was everywhere a much stronger 
protest against the privatization of the cooperatives – its transformation 
into the united, indivisible property to stock-constructions – than against 
the privatization of state-owned enterprises. In Slovenia the first step 
was to nationalize cooperatives before privatization. Why? Because 
an additional, truly socialist feature of the transitional society was that, 
in the eyes of the country people, it connected the peasantry with the 
agrarian economy in an undivided common property. In the villages the 
cooperatives played a major role. They were the most important means 
of prosperity and the people directly experienced the most important 
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marily because of this that they could identify with the cooperatives, in 
symbiosis with the small private plots (the so-called “háztáji”). In some 
places it was the internal, direct democracy (cooperative-meetings, the 
proximity of the leadership, etc.), or self-management, common leisure 
activities or the cultural life which reinforced this identity. Of course, this 
could not help the cooperatives where farming was not remunerative 
because of unfavorable natural conditions or bad geographical location. 
In those situation only the subsidy mechanism of state economic policy 
could sustain them in the long run. In the state-owned enterprises few 
people felt that they were the proprietors. The managers (“cadres”) were 
appointed from above and – with few exceptions – identified themselves 
with the leadership, which was not irrational, but the consequence of the 
system. As a result, management could often not become integrated in 
the collective. In the 1970s, the institutions of enterprise democracy – the 
quadrangle of trade union, party, KISz (League of Young communists), 
and enterprise management – rendered the system of appointments a 
little more flexible, but it lacked the legitimacy and the motivation to really 
socialize the property.

It is a paradigmatic question that, in 1956, amidst social instability 
and and dangerous political conditions, the spontaneous revolutionary 
councils and enterprise councils defended public property both in the 
towns and villages, and they prevented the return of capitalists, landlords, 
aristocrats. In 1989, the situation was different in the towns where people 
took what they could regardless of whether they were at the bottom or at 
the top of the enterprise hierarchy. This clearly testifies to the low degree 
of socialization of the state-owned enterprises as property forms. That’s 
why it was so easy to privatize the enterprises and this explains the lack 
of protest. In 1989 few collectives followed the example of the shipyard 
of óbuda, where the employees put the slogan on the wall: “This factory 
is not for sale”. State management of the enterprises in the name of the 
society is not enough to reinforce the ownership-consciousness of the 
people.

Thus, we come to the question of power and political relations of the 
state socialist order, concretely: how did they function? Was there really 
no alternative to liberalization and privatization, and no forces that would 
have reacted to the crisis phenomena other than by the change of regime 
and the restoration of the capitalist order, but with the socialization of 
state property and the reinforcement of the transitional society?

To draw a lesson from history, disregarding international power rela-
tions, the fourth industrial revolution, the global expansion of multinational 
capital, Gorbachev’s politics of retreat, etc. we have to state that, in every 
transitional society, the dominance of public property could have been 
sustained only with the help of one-party system. When latent political 
pluralism was able to destroy the one-party system, the new govern-
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gemony of foreign trade and the protection of national economy through 
the monetary policy of the state. Under the given historical conditions, 
the experience is that the one-party system was the political guarantee 
of public property6 (which meant not only a restriction of human rights 
– assembly, the creation of parties, free press, etc. – but that it also had 
a functional element.) Its downfall meant conformity with the West, the 
transfer to Western institutions and the restoration of private property 
relations integrated by the market.

If this is true, what other path could have been followed? I will try to 
answer this question on the basis of two works. I will use the concept of 
György Lukács, who sought for a tertium datur between Stalinism and 
liberal democracy (“Demokratisierung heute und morgen”, 1968) and the 
concept of Konrád-Szelényi of the rational redistributive mechanisms of 
socialist societies that is best described by these authors. (The Intellec-
tuals on the Road to class Power, originally published in Bern in 1978). 
I won’t, however, discuss the intellectual sociological prognoses of the 
two authors, which were not verified in 1989/91.

The one-party system received its political verification from the Leninist 
concept of a new, revolutionary party, the vanguard, which he theorized in 
his programmatic article “What is to be done?” (1902) and in other works, 
ending with the letters that constitute his political testament (1922). It 
was somewhat surprising that a political system based on the one-party 
system+ parliamentarism+trade unions was established following the 
constitution of 1936 and the introduction of universal suffrage.7 It is less 
surprising that this system was adopted by the central- and Southern 
European people’s democracies. Why is parliament necessary at all when 
there is no political movement of qualitatively opposing interests? In the 
countries where there is a parliamentary system, there is no revolutionary 
vanguard party. The explanation is that, on the one hand, the working 
class movement fought for universal suffrage for more than 50 years and 
so it could not have been simply dismissed. On the other hand, the parlia-
ment has a force of legitimacy, even without party struggles, because it 
can represent territorial interests and it can legitimate legislative power. 
That’s why it was institutionalized, although it had almost no function in 
controlling the government, which was done through the party leader-
ship and the organs of people’s control, with public prosecutors to watch 
over legality. Although they were not negligible, the differences between 
territories did not represent the most important conflicts of interests in a 
politically integrated planned society since the planners had to sort and 
rank many of partial sectors- and functional interests. 

How did the political system allow for the the formation of public inter-
est? In the political mechanism of state socialism the most important 
decision-maker (legislator), executive and controlling organ is the Party. 
The central organs of the Party and the central committee decide be-
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resources and set the political strategy. Conflicts of social interests take 
place in the forums of the Party, hidden from public life. This is the bat-
tlefield of the sectional bureaucracies representing particular interests 
and consensus is often reached only at the level of the central commit-
tee, whose decisions put an end to ongoing political fights. This implies 
that there are parallel functions and tasks between the highest organs 
of executive power of the state, governmental organs (functional- and 
sector-ministries) and the apparatus of the central party administration. 
The latter employs professionals too, similarly to the ministries, but in 
smaller numbers rendering the decision-making simpler and shorter. 
Thus, the Party is more homogenous, represents sectional branches, 
finance, labour and the planning office, and is capable of simplified deci-
sion-making. Thus, it can solve the conflicts of the sectional bureaucra-
cies, of which the governmental is not always capable. When the party 
administration checks and ranks the various, often opposing, sectional 
interests, ultimately it has to find agreement with itself. In the division 
of labor within the Party means it is the Party apparatus, led by the 
secretariat, that decides the daily conflicts of interests that the sectional 
bureaucracies could not sort out themselves. The central professional 
apparatus never makes strategic decisions, only prepares the decisions. 
The most important decision-maker is the central committee, whose 
decisions are resolutions that do not fit into the formalized legal order. 
The outcomes are adopted as laws by the parliament – this is a summary 
of Konrád-Szelényi’s description.

Thus, the center of political decision-making is the Party with its in-
tegrative, interest-representation and controlling functions, which are 
exercised by the Political committee and the Party Secretary, in the 
name of collective leadership, after the end of the personality cult. The 
Party Secretary – although he could have personal charisma without 
personal cult (Tito, Kádár, Jaruzelski) – shared his power with the Politi-
cal committee and its members. The Political committee also shared 
power with the broader political body of the central committee, which 
was an essential and real representative body under the conditions of 
the system. These two political bodies were the forums for real political 
debate beside/instead of the Party congresses that took place every four 
years. The members of the Political Committee exercised a significant 
influence on the economy, culture, party leadership and the press. The 
Party Secretary placed confidence in the members of the Political Com-
mittee, who all had a significant political careers and had gone through 
a process of political socialization. The most important decisions about 
economic, social and cultural priorities were made at the meetings of 
the central committee, where everybody who mattered was present. 
Thus, the Central Committee was not a fictive representative body but 
a very real one, where sectoral-, functional and territorial interests and 
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on legislation and governmental decisions. The two authors give a good 
description of the constitution of the central committee: “All of the repre-
sentative members of the ruling order participate at the meetings of the 
central committee. The secretaries and heads of departments of the 
central administration, the leaders of the larger administrative regional 
units of the state and the party, the ministers and the directors of national 
administrative units (from the director of the National Bank to the director 
of the Statistical Office and the secretary of the Academy of Sciences), 
the editors-in-chief of the daily newspapers, the directors of the radio 
and TV, the general directors of large enterprises and the leaders of the 
army and the police are almost automatically members of the central 
Committee – in brief, everybody who has significant power because of his 
office and can therefore participate in decision-making about the national 
redistribution of resources.” (1989, 203-204). 

The resolutions and activities of the central committee were the po-
litical precondition for legislative will because, in the one-party-system, 
parliament could not ratify any act of which the supreme bodies of the 
Party did not approve (the leading role of the Party was set out in the 
constitution). The parliament – the body of territorial representation that 
had no real political power – functioned to legitimate legislative power and 
prepare the professional-legislative material needed for the work of the 
parliamentary committees. Its representatives were elected as candidates 
of the Popular Front (until 1985) on the basis of universal suffrage. The 
political system was based on the unity of power and this principle was 
expressed by the directors of the highest state organs and the members 
of the central committee, being the executors of the legislation they 
initiated. As holders of significant state offices, they were responsible 
for the implementation of resolutions and they could also report on their 
experiences to the Party bodies which controlled legislation. Members 
of the central committee were not only bound by the discipline of state 
service and loyalty to the state, but also by their subordination to Party 
discipline and loyalty to the Party. This union of state-and Party effec-
tively maintained the leading role of the Party, even under the conditions 
of the latent political pluralism of the 1980s. “The flexible and dynamic 
overlapping of distinct legislative, executive and constitutional powers 
– which is always a terrain of negotiation – distinguishes the socialist 
political system both from the fascist state machinery, which is simplified 
to one dimension, and that of liberal democracy, where these powers 
are separated. This gives a relative flexibility and efficiency to the politi-
cal-economic mechanism of rational redistribution as compared to other 
systems.” (1989, 207).

Thus far I agree with Konrád-Szelényi in their description of the institu-
tional relations under socialism and the definition of some specific aspects 
of the system. Nevertheless, I disagree with their argument that this system 
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court – the intellectuals – establish a new class society where they function 
as a new ruling class. The system did not institutionalize public opinion and 
the public as factors of power. The social public was excluded from the 
monopoly of the power of the Party. All these would be true – disregarding 
the false analogy with the re-feudalization of society – if the social public of 
the 20th century, with its often formal and manipulated mass democracies 
and consciousness industry, expressed and did not produce public opinion. 
The problem is not with elections as pragmatic means of social control 
– and the old Marxists in Eastern Europe should understand this well – but 
they should rather criticize the educational and manipulative techniques of 
the system-conforming ideological apparatuses of the institutions of mass 
democracy. The pluralistically organized political universe does not refute, 
only modifies the thesis that “the ruling ideology of every age is the ideology 
of the ruling class” insofar as in capitalist societies everything, or almost 
everything, is permitted but the influential and representative media con-
tinue to function under the auspices (and in the interest) of private capitalist 
groups. These modify, shape or produce public opinion. In respect of daily 
newspapers, no socialist democratic daily could survive in the core capital-
ist countries. The influential newspapers all have conservative or liberal 
orientations. Public TV everywhere depends on the internal deals of the 
parties, with or without a board of “independent” trustees. Therefore, liberal 
pluralism, the social public and the parliamentary system cannot help us 
identify an adequate political mechanism for state socialism because the 
latter are the means of the institutionalized class power of the bourgeoisie 
and subject to Marcuse’s famous critique of the “one-dimensional man.” 
This was fully verified by the events of 1989/91 when the social public and 
the parliamentary system – whether in the form of glasnost, parliamentary 
or presidential systems – everywhere led to the establishment of private 
control over the economy, and not to the socialization and democratization 
of state socialism. 

Therefore I disagree with Konrád-Szelényi’s evaluation of state social-
ism and turn to Lukács for a further discussion of possible solutions. The 
third road that he suggested excluded the return to liberal democracy. He 
also excluded Stalinism, which he defined in 1968 as a bureaucratized 
formation, which would survive everywhere because of its routine. This 
definition differs from what I used above in the typology of the four forms 
of state socialism. I maintain that the reforms adopted in countries such 
as Hungary (the maintenance of a planned economy with elements of the 
market) substantially differed from the Stalinist economic model. Today, 
after the collapse, we can clearly see the difference. Without the Soviet 
Union, in the one-polar universe of the Pax Americana, no European 
countries can experiment with socialism. The collapse of the socialist 
regimes was, of course, related to the collapse of the Soviet-type eco-
nomic model (even if the Polish-Hungarian developments preceded the 
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how it is possible to destroy the one-party structure without violence). 
What survived and left a lasting heritage behind was not the modified 
Soviet system but the chinese reforms and their Hungarian and Yugo-
slavian precedents: their modernization attempt to catch up and give 
social security to the people with a necessary but flexible adoption to 
the world-economy. Liberal democrats consider this system, too, as “soft 
dictatorship” or “late Kádárism”, which is a logical value judgment given 
their world-view and political standpoint. We have to understand and ac-
cept other opinions, but I maintain that differentiation in this sense brings 
more fruitful theoretical results. In Hungary the state socialist regime was 
developed into a liberal democracy and was not the case of an ahistorical 
dictatorship becoming an ideal type democracy.

I will also take a differentiated approach to the philosophical method 
of Lukács. I agree with him insofar as the deeper, philosophical meaning 
of democratization, the development of the productive forces of human 
beings and the reduction of alienation are concerned, which go beyond 
the political sphere and involve the totality of social life – the extended 
reproduction and appropriation of human values and the conscious and 
free resolution of the conflicts between individuals and gender. Marxist 
theory continues to be valid in this respect, but not for explaining Stalin-
ism. First, Stalin did not choose the non-classical road: he acted under 
historical constraints. Second, he always subordinated theory and long-
term strategy to tactical maneuvers to reinforce his power depending on 
the requirements of the ad hoc situation – and he showed a remarkable 
talent in playing off one platform against others in the political power 
game. For this goal, he freely – and brutally – manipulated Marxist theory 
by relating a canonized ideology to his praxis in order to legitimate his 
political steps in retrospect. Lukács, therefore, sought a new Lenin for the 
assumed Marxist Renaissance, who – contrary to Stalin and Bernstein, 
and similarly to Marx and Engels – was able to understand historical 
processes and develop a political program that could unite the levels of 
strategic and tactical action. In short: political decisions should be based 
on a Marxist and not on a false, manipulative theory. Accordingly, political 
decisions should have a theoretical method. 

I don’t think this is the most important question, although constructive 
Marxism remains a significant factor. Political changes, processes and 
decisions take place in the realm of real political power relations. The 
state socialist regimes collapsed because they could not mobilize suf-
ficient social counter-forces on their side in the time of crisis, despite the 
fact that they had a 40 or 70 year history and their societies looked stable 
in the 1970s and the beginning of the 1980s – in spite of their transitional 
nature. I also disagree with the argument that these systems had a per-
manent deficit of legitimacy. They received different mass support and/or 
loyalty depending on the historical period because ideas, traditions, 
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mass consumption, intra-and intergenerational mobility, etc.) can also 
legitimate a social order. The combination and re-arrangement of these 
factors, nevertheless, always follows changes of social experience and 
the achievements of the system. The rival liberal democratic explanations 
and models of legitimacy (world-view, institutions, symbols, etc.) came 
to the fore when the achievements of state socialism weakened, which 
undermined its potential for legitimacy. A system becomes legitimate in 
the eyes of the people as a result of the processes of legitimacy. We 
therefore have to explain this deficit of legitimacy in terms of the concrete 
historical time and space to draw further lessons. Here I list the most 
important lessons that I have drawn so far.8

1. The experience of state socialism verifies that it is possible to run 
competitive economies on the basis of public property – as opposed to 
the theses of Mises, Weber and others before 1918. These systems can 
achieve a higher level of employment, social security and culture, and can 
sustain more people than semi-peripheral capitalist countries. The state 
socialist regimes sustained a higher level of social equality and justice 
than capitalist market economies based on private property, whose im-
manent feature is the polarization of people and countries.

2. communism remains valid as a rational hypothesis of historical 
philosophy. The direct socialization of labor and the public ownership 
forms of self-management, which are not mediated by commodity rela-
tions and which are not based on the principle of competition but on hu-
man solidarity and the re-union of the personal and objective conditions 
of production, were never tested in the socialist countries as far as to 
eliminate the contradiction between the partial processes and the total 
labor process because the backwardness of these countries did not allow 
for this experiment.

3. The Soviet-type economic and political model of the direct com-
mand planned economy is not a replacement of the Marxist theory of 
communism, let alone a road to communism, but was a combination 
of the goals of industrialization and social equality with the mechanical 
specificity of Russian collectivism. Its achievement – and here I refer back 
to the four main types – was less than the achievement of the Yugoslav, 
Hungarian and chinese models which combined the dominance of the 
public property with the elements of the market under macro-economical 
command. 

4. The commodity production of primitive, political socialism of the 
transitional society is also subject to crisis. It cannot be protected from 
the disturbance of ratios, and the effects of the world-economy on the 
capital funds of the state or the self-governments of productive units, 
even though the regional economic communities can give some protec-
tion against the crisis.  
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did not utilize. I argue that the problem was rooted in the management 
of the social property in the transitional societies and the insufficiency of 
nationalization. We can speak of socialism – in the Marxist sense – only in 
the case of the social disposal of surplus value, all other questions come 
after this. This did not happen and that’s why capitalist restoration was 
possible. Maybe, one day, the Marx of Brumaire will be right. Proletarian 
revolutions always criticize themselves and their mistakes. They interrupt 
their progress and return to a former stage, but the time will come when 
they are not scared of the greatness of their goals and they render their 
steps towards socialism irreversible.

The most important source of legitimacy of the politically integrated 
planned society is social property. In case of extended reproduction, 
because of the value-producing nature of labor, there is always surplus. 
Reduced reproduction means a crisis. The society that reproduces itself 
at the same level lives in a state of social-economic stagnation. The ne-
gation of surplus is an economic mistake, which cannot be equated with 
the permanent accumulation of private capital without social limits. The 
new leftist criticisms of catching-up-development (after Khruschev) – in-
sofar as they demand real socialist values – become meaningless when 
they question the development of productive forces and the necessity of 
surplus. This surplus, nevertheless, should be re-distributed by society 
because, if not, society loses the conscious control of the reproduction 
of needs. Lassalle’s concept of the value of labor without deduction is 
false. Not even under socialism can the worker get the total surplus that 
he produces with his labor because the means of production should be 
replaced and developed and society has to cover public expenditure 
(roads, rails, infrastructure, education, public health, social institutions), 
social order, security and the state also has to sustain political institutions 
– even self-governments. According to Lukács, Stalin’s argument is false 
that, under socialism, there is no need to distinguish between necessary 
and surplus labor (thus, this should not be further discussed – P. Sz.) 
because the expenditure covered from the surplus is equally important 
for the working class as the coverage of the personal needs of the worker 
and his family.9 In a contradictory way, both Lassalle and Stalin ignored 
the mediated nature of economic-social reproduction (1988, 113-116). 
Methodologically Lukács identified an essential link here without connect-
ing the recognized necessity of the mediation process with the program of 
democratization. At this point, though, he would have (and should have) 
left the realm of philosophy for the sake of earthly realities. In retrospect, 
we can clearly see that the lack of democratization rooted in the defini-
tion of the mediation between the realms of the planned economy and 
politics undermined the legitimacy of these systems in 1989/91 – more 
than was necessary. The systems were silent – or one-dimensional 
from the highest ranks to the lowest – on the issue, which they should 
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councils, the formation of public will, deliberation both at the micro-level 
of the factories and at the macro-level of the national economy and the 
whole of the society, as members of the small collective and citizens. 
The duality of the internal relations of the national economy and external 
market relations (capitalist and the cOMEcON-countries) was the source 
of further difficulties.

The modern forces of production in the transitional societies were 
capable of extended reproduction in the period of extensive industrializa-
tion and also in the period of intensive development, although they could 
not have developed independently because they were always subject to 
the material, need-producing, ideological pressure of the unequal and 
hierarchical, but dominant capitalist world-economy. In case of total de-
coupling, they would have to carry out all technical/technological improve-
ments on their own, which is impossible in a relatively backward country 
– taking into account the need-producing pressure of the core capitalist 
countries. If they were totally open, however, they would be subject to 
exploitation (unequal exchange), although in this case they could adopt 
Western techniques, technology and capital, thus, they would not need 
to invent everything on their own (which can be more expensive than the 
buying a license.) The socialist countries, which followed the non-classi-
cal road, were confronted not only with military (armament race, balance 
of atomic power, space research) and geopolitical power relations, but 
also with the dilemma expressed by the world-system school: self-based, 
limited development without international exploitation, or openness with 
exploitation but benefiting from the transfer of technology. No totally 
closed or totally open solution can exist in practice. The average adap-
tive success of the semi-peripheral, anti-systemic regimes was not worse 
than their capitalist counterparts (i.e. the capitalist semi-periphery) in the 
modern world-economy (Arrighi, 1991).

How would it have been possible to connect the political guarantee of 
public proprietorship and one-party system with the socialization of state 
property and the democratization of planning? This needed to be solved 
in order to mobilize the potential sources of legitimacy of state socialism 
under the conditions of economic crisis.10

IV. A theoretical attempt: the mobilization of the sui generis sources of 
legitimacy of state socialism. The political mechanism and the institu-
tional levels of decision-making of a dialectical democracy-concept.

Besides the state socialist toleration of directly socialized activities, what 
is the essence of a policy that aims to integrate society through the so-
cialization of fundamental decisions about the allocation of resources? I 
argue that the answer is the concept of a dialectical democracy – to use 
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tion. This requires the identification and discussion of the processes of 
mediation that can effectively socialize the disposal of surplus labor based 
on macroeconomic planning, the dominance of public property and the 
existence of elements of the market. The aim is to involve the people in 
decision-making, which is only possible through the mediation of direct 
democracy, the representational principle and corporate bodies, while 
maintaining a given order of the forms and levels of decision-making.

The problem can be theoretically solved with the help of a two-direc-
tional dialectic mediation that functions from bottom to top and from top to 
bottom and is articulated both at the top and at the bottom. This enables 
a definition of the institutional levels of decision-making. I continue the 
philosophical experiment where Lukács ended it. My aim is to identify 
– at the level of political theory – the mediations that received their real 
measures in the planning mechanism without receiving a democratic 
legitimacy. The fetish of the Party as a vanguard – which proved to be 
an unstable, alienated collective party that could be freely appropriated 
by the political elite in the transition – should be replaced with a more 
substantial mechanism.11 What is needed is not the institutionalization of 
a largely formal, alienated liberal democracy and the private proprietor-
ship, but the democratization of the transitional society that reinforces its 
socialist features within the framework of the one-party system.

What do we have below? The social relations and energies of human 
beings-citizens, with their needs, the reproduction and satisfaction of 
these needs and the interests and conflicts that originate in the satisfac-
tion of needs, should be solved by the people. Furthermore, we have 
working collectives and the residential communities, local societies, 
whose implicit policies should be expressed and shaped. People should 
be conscious of the various interests – and interests appear in conflict 
situations that originate in the satisfaction of needs – and they have to 
understand the nature of problems in order to solve them. Unrecognized 
or suppressed interests can easily accumulate and threaten, the destruc-
tion of the system, instead of the resolution of conflicts. 

Politics implies the consideration of consequences at the different 
levels of decision-making and in the centers of power. covert, latent and 
suppressed interests and needs cannot be calculated, the resources 
needed for their satisfaction cannot be planned and they fall out of the 
optimal allocation of resources. Therefore, at the level of the totality of 
relations, nobody can be excluded from the political process. All citizens 
should be given participatory rights and they should freely gather and 
found associations, social organizations, newspapers, etc. to promote 
their interests and satisfy their needs – within the framework of the con-
stitutional order. The constitution is a fundamental norm, which sets the 
basic principles and the institutional order of a country, and which has a 
legal validity (that is to say, compelling force) that expresses the goals 
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public interest with a changing content – a result of changing political 
articulation, – which is to be realized by the executive power of the lead-
ing party and direct democracy (“agora”).

Participation can transfer the energy and creative initiative of the peo-
ple, who stand below, to the level of the collective, which serves specific 
interests and where the political articulation of interests continues. The 
interests and will of the individual can reach a more general level if no one 
is excluded from this political process, but it can only get to the specific 
level where individual-particular interests get more dense and concen-
trated. consequently, they can gain a corresponding quality and can rise 
to the level of constitutional and/or theoretical rationalization, namely they 
become conscious and organized. Where the particularities do not get 
concentrated, the process fails and interests are not articulated or ag-
gregated, nor do they receive a political relevance that goes beyond the 
particular interest. Such interests, then, cannot be mediated to the level of 
public interest because they lack the motivation, strength and theoretical 
considerations that would induce a change beyond the individual location. 
Not every interest can go beyond itself and become representative. What 
is exclusively individual will be neutralized by other individuals, but this 
process does not exclude the individual from participation. If anybody 
loses the chance to discuss the significance of his own particular interest 
and measure this against the interest of the public, he or she would be 
no longer a member of society, and would have a reason to disobey the 
law that ratifies the resolutions of public power.

What we have are the masses of individual needs, interests, activities, 
intentions and values that can be organized on the basis of civic rights 
and equality before the law as the potential components of the political 
life but it is not certain that they will be organized, let alone that they will 
be successfully organized. The will and interest of every individual con-
stitute the level of the particularity of the potential political universe, and 
it is not identical with the directly socialized communality that functions 
according to the principle of reciprocity outside of the realm of politics. 
cooperative solidarity is the consequence of the human, and not civic, 
quality. Generations stand on the shoulders of each other and the father 
passes on his knowledge to his son in a way that is unpaid, cannot be 
accounted and cannot be related to interests and the son passes it on to 
his own children and so on. This is a sphere free of politics and it cannot 
be identified with the private and personal spheres – regardless how valu-
able the latter are – because it is not individual but communal in nature. 
Without a tribe there would be no evolution and social adaption, whose 
important component is the communication and exchange of experience 
and co-ordination between the people and the different generations. This 
is an exchange of activities without commodity relations, whose basis is 
the realm of direct socialization rather than politics.
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7At the mid-level of this dialectic democracy we can find specific, col-

lective group entities, not the “volonté de tous.” These are factory collec-
tives, residential communities, corporate bodies, the means of material 
and intellectual production. Their common characteristic is that they are 
not individual but ab ovo constitutional phenomena, group entities, which 
are represented on their own. What represents their interests? The com-
ponents of the proprietary system: state-owned enterprises, productive 
units, producer, consumer- and sales- cooperatives, and their profes-
sional associations and corporations.. Thus, everything belongs here that 
is not represented directly by an institution i.e.sectoral- and functional 
interests in the forms of ministries and national administrative organs, 
educational and cultural institutions. These are the organized representa-
tives of specific interests, who are real political factors, though,of course, 
their weight varies. Every institution can assert certain pressure but the 
ones involved in direct production, public health, education, culture, etc. 
can only articulate their interests on behalf of their specificity mediated 
by their individuality (which can be described by the i/S formula) while 
the management and/or corporate bodies has a specificity that implies 
the specificity of others (s/S). The later can, therefore, assert a stronger 
pressure and articulate interests much more effectively than the former. 
As Konrád-Szelényi argued, the Party guaranteed the representation of 
the supreme organs in the central committee, where they could repre-
sent and confront their specific interests. These conflicts did not always 
raech the central committee. Rival interests either found a compromise, 
or neutralized each other at the negotiations before the meeting of the 
central committee.

At the middle, specific level of the dialectical democracy the state 
socialist regimes made several serious mistakes with respect to both of 
their interest components (i/S, s/S). The only exception was the property 
form of the cooperative where the direct presence of the members, their 
controlling and participatory rights, rendered public property meaning-
ful. In addition to economic and professional questions, the leadership 
was forced to take into account the number of the people the land could 
sustain and the socio-cultural demands of village society alongside 
profit-orientation and remunerative management. The property of the 
cooperative that was the based on individual and autonomous production 
was connected with – and sustained and motivated by – the specificity 
of membership. The democracy of the internal relations of the coopera-
tive – whose basic feature was undivided common property where the 
leaders and the members were truly integrated in the collective – had its 
basis in this community. It could unite socialist property relations and the 
advantages of large fields and extensive farming with small private plots, 
where farming was intensive. The associations of cooperatives (logically 
s/S) could assert significant pressure even against the interests of the 
industrial and financial sectors.
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8 In the state-owned enterprises the unity of the worker-as-producer 

and the worker-as member of the collective was rarely realized. The 
managers, who were all appointed from above, were considered to be 
the people of the center, cadres, who could be removed or promoted 
by the center. The institutional system of enterprise democracy (trade 
union, party, League of Young communists, leadership) brought the 
anonymous state property somewhat closer to the collective, but it failed 
to establish a management elected from below responsible for the col-
lective – in short, subject to the control of direct democracy. Where the 
managers were forced on the collective externally, the workers could 
hardly develop a proprietary-consciousness or identify themselves 
with the factory. In the long run, state property can only be saved from 
alienation if the workers’ councils receive real participatory rights in the 
development, control, employee politics and disciplinary procedures. 
Without socialization, spontaneous processes and egoism – as a result 
of commodity- and monetary relations that are inevitable at a given 
level of development – facilitate, as we have seen, the privatization of 
state property. The “cause” of socialism within the factory is even more 
important given the division of labor and the contradictory interests of 
the sectoral production units and the totality of labor and management. 
We can see that precisely the d-f strategic decisions that Eörsi defined 
(rights to appoint and dismiss managers, decisions about the distribution 
and investment of profit, control) could have been – and should have 
been – democratized.

Theoretically, there was an ad hoc reconciliation of interests between 
the industrial, commercial associations and trade unions and the pro-
fessional-representative organs of the small entrepreneurs and small 
capitalists (MSzOSz, KIOSz, Trade chamber, Industrial chamber, etc.). 
A Council of Reconciling Interests as ratified by the law, which should be 
consulted before legislation, was never standardized.12 This led not only 
to reduced efficiency, but also to a deficit of democracy and legitimacy. 
Without such mechanisms of reconciliation, a consensus about the public 
interest can be found only mechanically. The professional debates of such 
representative bodies and the public reconciliation of different interests 
can significantly correct the bureaucratic procedures prepared by the 
offices. Thus, the reconciliation of corporate interests could have – and 
should have – preceded the level of the supreme political decision-mak-
ing of the Central Committee, consequently the level of legislation, so 
that the resolutions would have a higher degree of legitimacy. Of course, 
the higher level of the representation of interests and the public profes-
sional discussions do not expand the available resources and they have 
to accept the limited nature of resources as compared to the demand. 
The councils reconciling professional and social interests and their public 
procedures could have, nevertheless, verified the social distribution of 
surplus value.
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9At the supreme level of the dialectical democracy, interests could have 

been represented in two forums: the supreme Party leadership and the 
AGORA, which sustains the direct execution of power. To model the proc-
ess of mediation, I will use the formula G/A, where the representation of 
the specific sectors, areas and intentions is subordinated to the public 
interest. It gains a social generality insofar as it can participate in the 
decision-making about accumulation, consumption, the internal ratios of 
accumulation, and the variable ratios of public consumption and private 
consumption. It is crucial that society has significant resources at its dis-
posal: in the 1980s, according to zsuzsa Ferge, the ratio of redistribution 
was 63-64% that the state withheld from the direct producers. This shows 
that the economy can be managed very differently to liberal capitalism 
and the state then has much better opportunities to regulate economic 
processes. This refutes the argument, that was valid in the time of Lenin 
and Preobrazhenski, that small-scale production based on private labor 
always reproduces capitalism.13 This is not true given the improvement 
of economic management and regulation from the 1920s and 30s. Fur-
thermore, under state socialism, the macro-economic concentration of 
resources – that was a palpable social fact – increases the responsibility 
of the power centers of decision-making. This implies unreasonably high 
risks and the covert deficit of legitimacy without the democratization of 
decision-making. The superficial and ungrounded liberal criticisms of the 
paternalist state (the theories of Hayek and Friedmann) and Kornai’s con-
cept of the premature welfare state, therefore, found a positive reception 
from the mid-1980s.

The forum of the leading party organs should maintain the division be-
tween the realms of disputable, modifiable issues and the non-modifiable 
questions of social order, ownership and foreign orientation. The realm 
of the non-disputable, excluded issues is not eternal, but it provides for 
a system of values ratified by the constitution in a given period that can 
be changed only constitutionally, even by the Party and the legislation 
the Party initiates. The constitutional court could also check the consti-
tutionality of an initiative for the sake of political guarantee. The most 
important forum of executive power is, nevertheless, the agora, where 
the people’s power is executed directly through referenda (an obligatory 
and direct execution of the people’s power). Plebeian democracy is not 
the same as populism. Without these constitutional guarantees and the 
division of realms, political power will be taken over by the managerial, 
technocrat-, political and cultural elite, which is interested in the restora-
tion of the capitalist order, with the active support of the international 
bourgeoisie, and which can therefore dominate – and has dominated 
– the society of labour. Without democratic legitimacy and control of 
the macro-social decisions, the elite will decide the conditions for the 
masses. That’s why the constitutionally guaranteed minimum of public 
interests and institutions is needed: both at the level of the constitution 
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0 and political protection. Without these guarantees, the masses can only 

suffer from the consequences of the decisions of their contemporary elite 
at the crossroads of history and get adequate recognition in retrospect: 
now we know what we should have done.

 Of course, such a solution does not exclude a peaceful or non-peace-
ful change of regime – the latter being an undesirable, dictatorial goal 
– but it connects the change of social orders of historical significance with 
the majority principle. This excludes or reduces the manipulation of the 
ideological state apparatuses controlled by the elite.

The rational discussion of the macro-economic and social alterna-
tives precedes the meetings of the central and Political committees. 
The fights of the various platforms within the Party do not weaken the 
Party, but rather the contrary, they provide for feedback, renewal and an 
increased adaptability. The most evident proof of the weakness of the 
Party was when the borders became blurred, as Lenin in “What is to be 
done?” rightly expressed with a motto of a Lassale-letter to Marx. Follow-
ing the normal course of events, the forum of the supreme Party bodies 
settles  the debates about necessary and desirable social changes, the 
re-allocation of resources and potential and real alternatives. It instructs 
government in the wider sense of the word: that is, by instructing the work 
of the legislative and executive bodies. The people and society have no 
permanent need to deal with all of these issues all the time. They lack 
the time, motivation and expertise. They, nevertheless, have a right and 
a claim to a vote (and to evaluate the work of the supreme bodies with 
their vote) and to understand the conditions of their society. It is the task 
of the Party and the state mechanisms to consider public issues in a 
differentiated way and to develop professionally and politically possible 
alternatives. It is, nevertheless, not always and not unconditionally the 
forum of the supreme Party organs that should choose the desirable 
decision from the set of strategic decisions that are possible under given 
historical conditions.14 The Party organs can either transfer some of the 
strategic decisions to the agora (sharing of responsibilities) or an agora-
type decision can be mobilized by popular initiative. (It is clear that not 
every political decision can be “transformed” into a referendum – whether 
the people decide an issue or give their opinion – and the country cannot 
be rendered ungovernable. Therefore, the law should define the issues 
that cannot be decided by referendum.) Thus, the forum of the supreme 
Party bodies and the forum of direct democracy (agora) could have jointly 
shaped public interest.

This dialectical democracy can be described with the following model 
in which there is feedback and I-G means individual and particular rep-
resentation, and G-I means specific and general interest, that is to say, 
the formation of public interest. 
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I (individual)    P (particular)    G (general) 

This type of dialectical democracy could have sustained a significantly 
higher degree of legitimacy of state socialism. It could have prevented 
– or hindered – the metamorphosis of the vanguard party, which originally 
functioned as a means of representation of people’s interest, to a party 
of the elite, which ended the socialist experiment with liberalization, pri-
vatization and individualism. This is the historical experience of the state 
socialist experiments that may bring lessons for the future – presumably 
under different historical conditions.
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Notes
1 Only the anarchists denied the property based on own labor, not the Marxists. 

Private property and its historical forms (antique, feudal, capitalist) – hence the 
capitalist private property under given social conditions – have always implied 
the appropriation of external labor. For this reason state socialism acknowledged 
private property which is based on own labor, can be inherited and cannot be 
capitalized. It is, therefore, important what is meant under proprietary rights: the 
right to a public property that is the product of own labor, private labor or common 
labor? Property relations – as relations of production and appropriation – therefore 
differ from proprietary rights. Real act differs from the legal act. It is a common 
characteristic of labor value theories – even the theory of John Locke – that the 
object of proprietary rights is always the product of labor. He, nevertheless, also 
treats the real act as a legal act, in concreto as a contract when he assumes that 
the appropriation of cattle or land as a product of own labor required the silent 
agreement of the others – though it is a mere fiction – and this agreement renders 
the act legal. (Értekezés a polgári kormányzat eredetéről, hatásköréről és céljáról. 
Gondolat, Budapest 1986, 57-73). This legal concept of proprietary rights, nev-
ertheless, fails to take into account the relations of production without which the 
objects of proprietary rights cannot be produced. (Under proprietary rights these 
authors mean, of course, the right to private property.) 

2 Few serious studies analyze the achievements of state socialism with relatively 
exact methods by adopting the long-term perspective of comparative economical 
history. Even less attempt measure the achievement of state socialist countries 
not against the utopia of catching-up development (i.e. the achievement of core 
capitalist countries) but against the achievement of the semi-peripheral capitalist 
countries (which therefore have a similar starting position in the world-economy). 
This perspective is adopted in the study of Giovanni Arrighi “The illusion of de-
velopment. A revisit of the concept of the semi-periphery” (Marx centouno, 6, 
1991). In his analysis of the anti-systemic state socialist dictatorships, he argues 
that they accomplished the revolution of the distribution of personal prosperity 
and achieved considerable results in industrialization and the modernization of 
their societies. This explains the greater historical force and stability of the Soviet 
and Eastern European semi-peripheries as compared to Southern Europe and 
Latin America. 

3 In 1936 Trotsky prognosticated a development that was verified in 1989/91: no-
tably, that the ruling political caste of the bureaucrats will be interested in convert-
ing its managerial power to private property that can be inherited. He argued that 
the new caste of bureaucrats would be concerned with the problem of succession 
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3(the new cult of the Soviet family) and they would sooner or later try to secure their 

rights of controlling the means of production by the restoration of private property. 
This would accomplish the development of a new ruling class. (The Revolution 
Betrayed). In Hungary the technocracy of the late Kádár-period accomplished 
the same with an original re-allocation of capital that triggered the original ac-
cumulation of capital (pumping out of the incomes from below and privatization). 
On the economic sociology of technocrats see: Szalai Erzsébet: Gazdasági elit 
és társadalom a magyarországi újkapitalizmusban, Aula, 2001).    

4 A fundamental feature of state socialism was the lack of gross income inequali-
ties characteristic of capitalist class societies. Social inequalities can be measured. 
While in the late 1980s of Hungary the difference between the lowest and highest 
income groups was 3-3,5 fold (representative of 1 million people), today it is 8,85 
fold according to the data of TáRKI and 11-12 fold according to the calculations 
of zoltán Pitti. This is an obvious consequence of the change of property relations 
(and their impact on distribution). 

5 What should be meant under different pre-conditions? First and foremost, that 
1) with the Soviet-Chinese conflict, the hard-liner strategy of the West expressed 
by Brzezinski – that national communisms should be confronted with national com-
munisms undermined the geopolitical opportunities of the state socialist systems 
from the 1960s; 2) In a long transitional process – and because of 1968 – the 
Yugoslavian, Hungarian and chinese reform models failed to meet, or they were 
always confronted with the less flexible and less democratic models. The com-
petitive models always implied the opportunity of the democratization of planning 
and the political system and the socialization of state property. If the Soviet Union 
under Brezhnev or Gorbachev had chosen this road, the result may well have 
been the reinforcement of the socialist features of the transitional societies rather 
than the domino effect of collapses, liberalization and change of regimes. In this 
case – even if we consider the difficulties – state socialism could not have been 
overthrown in Hungary the way it happened – in the name of the identification of 
socialism with Stalinism. Theoretically, of course – because the watch of political 
history was some decades slow. 

6 This was empirically verified by the transitions in 15 countries. But we also 
have theoretical arguments at our disposal. A pioneer of the topic, James Madison 
wrote in the 10. Issue of Federalist (22 November, 1787): “The most frequent and 
most durable source of political conflicts is the different and unequal distribution of 
property. In society the proprietors and non- proprietors always had contradictory 
interests. Similar conflicts of interest exist between the debtors and the creditors. 
Landowners, industrial, commercial, financial and other, less important interest 
groups are the necessary concomitants of the civilized countries, which divide 
the nations into different social classes that are motivated by different interests 
and world-views. The primary task of modern legislation is the regulation of the 
different and contradictory interests; consequently, the daily functioning of the 
government is accompanied with the spirit of conflicts and the rivalry of parties. 
(A föderalista. Értekezések az amerikai alkotmányról, Európa, Budapest, 1998, 
94; stress is indicated by P. Sz.). Therefore the bourgeois-based party system 
can be only eliminated with the solution of the critique of the program of Gotha: 
with the elimination of class-based differences and conflicts – but not with the 
elimination of the value-exchange of unequal achievements between the people 
and the units of production.  
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4 7 It is well-known that the former Soviet constitutions (1918, 1924) excluded 

the bourgeois elements from the election. It is less well-known that in the first 
100 years of classical capitalism there was no democracy in the core countries 
because there was no universal suffrage before the First World War. Thus, it was 
only the propertied and educated people, the members of the ruling classes, who 
could vote and who could be elected, only they were citizens in the proper sense 
of the word. Therefore in the liberal honorary democracies the political power 
coincided with the economic class power – as claus Offe showed.

It is not easy for any new formation to establish its legitimacy because on the 
one hand, the change of forms usually implies recessions and on the other hand, 
there is a strong nostalgia for the past – partly because of the recession. It is 
clear that the primitive political or state socialist experiments were also confronted 
with the difficulties of legitimacy at the time of change – furthermore, under the 
permanent pressure of a more developed, dominant world, the core capitalist 
countries. Given its nature and the degree of development, the capitalist center 
dominated more than two third of the world even after 1945 and it could determine 
the universe of needs that the state socialist countries could only partially exclude. 
This was the external basis of the shortage economy and today, in the age of 
mass culture and the industry of consciousness we have to admire the high level 
of culture under socialism.  

8 For a longer discussion see Péter Szigeti: “A polgári nemzetállamon innen és 
túl” in: Eszmélet, 1998/37. En deça et au dela de l’Etat-nation bourgeois. In: 150 
ans aniversaire du Manifest communist. Quelle emantipation humaine? Quelle 
alternative humaine? colloque International, Paris, 13 au 16 mai 1998. contribu-
tions, 4e dossier.

9 J. V. Sztálin: A szocializmus közgazdasági problémái a Szovjetunióban. Szikra, 
1952, 20.

10 The important macro-economical indexes of economic development (1950-
1987) show that the system functioned for 30 years with good results but in the 
last 10 years the former dynamic growth stopped and the real wages actually de-
creased. This undermined the stability of the system and questioned its legitimacy. 
(Rates of annual growth expressed in percentage):

1950-1958 1958-1978 1978-1987

GDP 4,9 5.6 1,5    

consumption of the people 5,0 4,6 1,6

Investment in the national economy 3,3 8,9 -1,9

Industrial production 10,2 7,0 1,7

The gross production value of agri-
cultural products 2,6 2,5 0,9

real income/person 3,6 4,7 1,0

real wage/person 4,7 2,8 -0,7

in: Lóránt Károly: Gazdasági fejlődésünk kritikus kérdései 1968-1988. In: Tár-
sadalomtudományi Intézet, műhelytanulmányok, Budapest, 1989.  

11 We need to find a more substantial mechanism than the party (MSZMP – Hun-
garian Socialist Workers’ Party) that first attacked the directly socialized sphere 
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5with the introduction of the Western-type personal income tax, then with the Act 

on Business Organizations it enabled the decomposition of public property forms. 
At the meeting of the central committee on 11. February 1989. the party gave up 
the political guarantee of public property with the transition to political pluralism 
and – as a logical consequence of these acts – it handed over the power to the 
newly formed liberal parties. 

12 The legislation recognized this problem in 1987 in Hungary – independently 
of to what extent it could solve it and whether it could have mattered in the “end-
game.”

13 The state regulation of economy expanded the sphere of the common uti-
lization of resources. For a comparison, the ratio of redistribution is 46% in the 
15 member-state of the European Union and 32% in the USA, thus, the public 
proportion is dominated by the private proportion. The Hungarian transition from 
state socialism to capitalism can be expressed in numbers: the ratio of redistribu-
tion was decreased from 60% in 1990 to 49,3% in 1995, 42,5% in 1997, 40,5% 
in 1998, then 39,7%. Thus, the public proportion was decreased by 24% and the 
difference benefited the private capitalists. 

14 Such examples are from the political history of state socialism: the original 
socialist accumulation and extensive industrialization in the Soviet Union and 
from 1947 in the people’s democracies; the collectivization of the agriculture or 
the small-scale production in Poland and Hungary; the debt-trap or the restrictive 
social-economical stabilization in Hungary around 1975. 



D
Eb

aT
ES

 o
n

 S
o

Ci
a

li
Sm

13
6 WIENER GYöRGY:

additional remarks on the Debate about 
State Socialism

Péter Szigeti’s article deals with a very important problem, not only from 
the viewpoint of ‘existed’ Hungarian socialism, but also in respect of 
socialist experiences in general. I fully agree with the political aims he 
puts forward on the first page of his study. However, I will contest some 
of his statements from a scientific perspective. As a matter of fact, I wish 
to define some basic categories in a different way; and I will also add 
some remarks to his article.

Because of the specific character of the problem, I think the analysis 
must begin with an additional, introductory question – namely a his-
torico-theoretical problem of fundamental importance. DSc Szigeti does 
not deal with the role revolutions play in bringing about a social form. At 
first sight, it appears he can put aside the problem of revolutions since 
the Marxian-Engelsian-Leninist approaches take a common stance on 
this issue: bourgeois society can be superceded by way of revolution, or 
peacefully, creating the chance of establishing a new social form, or at 
least the first phase of a new social form.

Yet, a complex analysis of the theory of social forms would put the 
problem into a different context. If we study the process of how each 
social form came into existence, we will see that the political revolution-
ary transition played either no or only a minor role. This is quite evident 
in the case of pre-capitalist modes of production, namely in respect of 
the „Asian” mode of production i.e. that the ancient social form, and that 
of the feudal social form, which originated from the German form of the 
land ownership. But, if we analyse the birth of the bourgeois society, we 
also find that the first elements of this social form – according to the latest 
research – had already appeared in the second half of the 15th century, 
while the bourgeois revolutions took place in the second half of the 16th 
century, during the course of the 17th century and in the period between 
the end of the 17th century and the middle of the 20th century.

As is well known, Marx, in The German Ideology, says: as soon as a 
given social-economic form reaches a certain level of development, the 
institutional forms, the legal and state frameworks, within which it devel-
oped, become too narrow for it and these frameworks are destroyed. 
This happens in the case of bourgeois revolutions, while the evolution 
of bourgeois society always precedes the revolutionary transition – this 
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7is what happened in England or in France. (What is more, to a certain 

extent, it is true for Hungary also. Here, serfdom was abolished by Act IX. 
in 1848, but certain capitalist economic forms already existed in the West-
Transdanubian estates during the first half of the 19th century (though 
society as a whole had not yet become bourgeois). consequently, it is 
possible to introduce a mode of production that exists elsewhere, but the 
question is whether it is feasible to create a new social form. In the oeuvre 
of Marx and Engels it is only the socialist-communist society that must 
be brought into existence by way of a revolution. Therefore, we have to 
re-examine this complex problem in the light of the experiences of the 
past 150 years – at the end of the age of revolutions (here we do not use 
the term as Hobsbawm does referring to the period between 1789-1848, 
but in a much wider sense).

The age of the bourgeois revolutions started in 1566-67 and it con-
tinued until the middle of the 1970s when the “carnation revolution” in 
Portugal swept away an authoritarian fascistic state system. In respect of 
socialist revolutions, the period begins with the Paris commune (though 
there is still a debate about the character of the events, whether it was a 
socialist revolution or the most developed form of a bourgeois democratic 
revolution) and closes in 1979 with the victorious Sandinista revolution 
in Nicaragua. Since then there have been no revolutions. In my opinion, 
the change of regimes in Eastern Europe between 1989-1991 cannot 
be classified as revolutions since they did not aim to bring about a new 
social form, but to restore a previous one, which, from a scientific point 
of view, cannot be considered revolutionary. When we analyze the age 
of the revolutions we can conclude that the basic aim of these changes 
was to re-structure the political institutional system. Revolutions mainly 
took place in societies where the civil democratic institutional system 
– nominally guarranteeing the idea of popular soverenity in accordance 
with the principle of “one person one vote” – did not exist or had yet to 
consolidate. In countries where this had not happened, from France and 
Germany to Russia, there were continuous revolutions or revolutionary 
experiences. As soon as the bourgeois democratic institutional system 
had evolved, the parties on the left or even on the ultra left – except for 
certain extraordinary situations – did not choose the revolutionary method 
but followed a peaceful path in order to achieve their goal of tranforming 
society. That is why the connection between revolutions and the process 
of creating a new social forms must be systematically analysed – at least 
in order to understand what a revolution can and cannot achieve.

One of the secondary questions of the revolutionary problematic is 
how many socialist or socialist-like revolutionary processes have taken 
place until now. We must undoubtedly list here the Soviet-Russian revo-
lution in 1917, the 1949 chinese revolution, the 1959 cuban revolution, 
the 1979 Nicaraguan revolution and we must also take into account the 
Vietnamese struggle for liberation (and also the fight in Laos which is usu-
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Japanese occupation. concerning Europe, in my opinion, after the period 
of 1917-1923, socialist revolutions became exceptional. In 1945, there 
was only one country: Yugoslavia, where a real revolution took place. In 
every other country the socialist transformation was initiated by the pres-
ence of the Soviet army. That is why we cannot talk about a revolution 
even in countries – like czechslovakia or Bulgaria – where anti-German 
sentiments and traditional friendliness towards Russia helped reduce 
strong resistance to the experiment of socialist transformation, though 
this tradition did not exist in the other East-European countries.

What were the common characteristics of these revolutions? The 
first is that each took place within the framework of a huge international 
transformation (the first and the second World Wars) or at a time when 
a war for national liberational developed into a socialist revolution – (as 
happened in Vietnam, Korea, cuba and Nicaragua). So we can say, an 
autochton, immanent revolutionary process of a socialist character has 
not taken place, since the Paris commune was itself a reaction to the 
Prussian-French war. These experiencies undoubtedly confirm the well 
known thesis that the socialist form cannot be brought about by merely 
internal social contradictions and only on a nationalistic basis. 

Having put forward this preliminary problem, I now wish to deal with 
one of the basic concepts used by Péter Szigeti: how can the existed 
and existing socialisms be defined. We can obtain several answers to 
this from the viewpoint of science, politics and ideology, but the detailed 
analysis cannot be given here.

Today it is a widespread idea that the socialist experiments resulted 
in a state-capitalist social form. All the so-called reformist trends, which 
had been opposed to the socialist experiements, felt partly legitimized in 
their viewpoint which saw the change of system as a change between the 
dictatorial and inefficient state capitalism with a democratic and efficient 
private capitalism. On this ideological basis they say there has been no 
change of regime, what happened was a simple transition from one type 
of capitalism into another. Authors who are not educated on the Marxist 
terminology or uninfluenced by it simply call the socialist experiments 
dictatorships or totalitarian systems and do not seek a deeper under-
standing of these social forms.

 Péter Szigeti has tried to find an answer to the fundamental question of 
the characteristics of these societies and of those socialist experiements 
that still exist. His answer is that these societies had surpassed capital-
ism since private capitalist structures, private property, capitalist relations 
have been eliminated. He also correctly states that these societies did not 
reach the lowest level defined in the Critique of the Gotha Programme. 
In his argumentation, Szigeti debates a study of mine published in 1993 
where I tried to prove, using Marx and by making use of the writing of 
Ferenc Tőkei that in these societies the so-called “raw communism” 
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that the state acts as a collective capitalist in respect of the individual, 
the definition of the workers – as Marx explains it in Economic and 
Philosophic Manuscripts – is extended and this makes the community 
of work and the equality of wages decisive. This raw, thoughtless com-
munism – says Marx – considers itself to be a mature stage and all that 
is raw and hidebound in it is nothing else but the contradictory system of 
private property strained to the utmost. In this sense the only way to get 
rid of the private property system is to extend the definition of the notion 
“worker” to everyone and to replace the individual, private capitalists with 
a common capitalist. 

This argumentation in Péter Szigeti’ evaluation means that the exist-
ing and existed socialisms are/were state capitalism. At this point I do 
not agree with him. State capitalism as a category cannot be considered 
to be properly grounded scientifically since capitalism presupposes the 
separation of work and property in a way that the means of production are 
in the hands of the bourgeois owners while wageworkers, by selling their 
labour force, produce surplus value for the private proprietor capitalists. If 
– on the other hand – we abolish the bourgeois private property and with 
this step, we do away with the capitalist relations, we cannot talk about 
any types of capitalism. We can consider the category of state capital-
ism relevant in the respect of a capitalist society – and Szigeti gives an 
example of this – where it is in the interest of certain capitalists, or groups 
of capitalists, if specific units of production, factories or companies are 
nationalized. Examining the fate of the English, French, Italian or Aus-
trian state sectors we can see how much state property helped develop 
the capitalist society and satisfy the profit interests of certain bourgeois 
groups between 1945-1990. Lenin uses the notion of state capitalism in 
a double sense. First, society as a whole is under the rule of a certain 
type of bourgeois relationship – as Marx has explained in the Critique of 
the Gotha Programme. But, in Lenin’s writing, the basic meaning of state 
capitalism is different. As part of the NEP, he means by state capitalism 
that foreign capitalists must obtain concessions and private capital must 
be allowed to have a certain freedom. The mixed property structure 
really had a state controlled bougreois element, which we may call the 
state capitalist sector based on bourgeois private property. However, as 
long as this type of bourgeois private property does not exist we cannot 
talk about state capitalism even if the state behaves as a quasi-common 
capitalist.

 Ferenc Tőkei made an attempt to interpret this part of the Economic 
and Philosophic Manuscripts. He tried to discuss the second point (so-
called political communism) as an independent category in the same way 
as he approached the first – the problem of raw communism. He decided 
that the notions of raw communism and political communism refer to 
two different periods and he concluded, in The Dialectics of Socialism, 
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fit the description of the first form, while the period coming after these 
events fall under the category of political communism. In my opinion 
this analysis is not perfect since the characteristic features of the raw 
communist period are already present in the political communist period, 
and raw communism itself has got political features. That is why I think 
the two periods must be drawn together and we must conclude that it is 
an early phase of socialist experiments where it is the political character 
that is/was dominant.

As a matter of fact, the resolutions of the ScP (Soviet communist 
Party) always strongly emphasized the role of the state and politics in 
socialist construction – and this was a clear proof that Soviet leaders, 
without realizing what they were doing, spontaneouesly admitted that 
the socialist experiment they conducted was characterised by the typi-
cal features of raw communism. As Péter Szigeti wittily put it in one of 
his previous writings: political socialism is essentially a substitute for 
economic socialism.

Analyzing the political phase, Marx makes a distinction between 
despotic and democratic political communism, but – as Tőkei remarks 
correctly – he does not attach special importance to it. consequently, 
according to the Marxian approach, the fundamental structures of the 
social form remain unchanged but the way the socialist experience is 
conducted and controlled is not despotic but democratic. It is certainly 
evident that for those living in a given form it makes a great deal of differ-
ence whether the social form is democratic or despotic but, from a world 
historic point of view, both formations are characterized by the lack of an 
evolved special basis of the new social formation. 

Arguing with some thesis of my study in 1993, Péter Szigeti stresses 
that: if we draw the theoretical chararacteristics of the socialist experi-
ments on the basis of the concept of raw communism, as described in 
Economic and Philosphical Manuscripts (since they contained some state 
capitalist elements), it is difficult to explain why a restoration of form took 
place during the change of regimes. In case we accept the category of 
common capital as Marx used it in 1844 (and not later!) it must be still 
considered a historical step back that private capitalist relations – a situ-
ation thought to have been discredited – were restored. In this sense all 
the East-European changes of regimes must be considered a kind of 
restoration. Anyway, their thematics also belong to the thematics of res-
toration. In the Breda Declaration of 1660, the basic questions were who 
must take criminal responsibility for the execution of the king and what 
should happen to proprietors who had lost their land during the revolu-
tion. Similarly, in Hungary after 1990 the problems of so-called historic 
jurisdiction and compensation, as well as the question of reprivatization 
became central. This list of thematics unambiguously shows the resto-
rational character of the period.
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existing during the socialist experiments. I fully agree with his periodiza-
tion and categorization. I only think Szigeti paints an idyllic picture about 
the fourth variation of the state socialist experiments: the Hungarian, 
Yugoslav or the existing chinese models. I completely share his view 
that these models were/are much more developed than, for example, the 
Stalinist model or the economic reforms introduced in checzoslovakia or 
in the DDR. But I still think none of these social experiment of the fourth 
category solved the fundamental problem of existing or existed socialism 
– in the long run how can a social formation survive which is no longer 
capitalism, but is still very far from becoming the free partnership of the 
universally developed individuals, as Marx described communist societies 
in Grundrisse and other writings.

Now I am only going to give a detailed analysis of the problems 
concerning the Hungarian economic reform and will only refer to the 
Yugoslavian self-govering model and today’s chinese socialist market 
economic experiment. One of the basic questions of the Hungarian 
economic reform was how to interpret the problem of ownership within a 
framework of planned market control. Instead of the complicated defini-
tion of this problem used by the author, I would suggest a shorter one, 
which, of course has the same meaning: how to unite macro planning 
and property relations in one managerial system.

When dealing with the problem of ownership, we have to turn back to 
the characteristic features of the so-called raw communism. Péter Szigeti 
criticizes the concept stating that socialist experiments brought about 
properties without a subject, that is, properties that have no subject in a 
historical-theoretical sense. Szigeti builds his concept on Gyula Eörsi’s 
explanation. In my opinion, Gyula Eörsi’ idea is completely satisfying from 
a juridical point of view, but it does not offer an adequate explanation in 
a historical-theoretical sense, and does not give a satisfactory answer 
regarding the given circumstances and forms of property, as required 
by the proponents of the materialist concept of history. Jurisdiction can 
afford to start out of suppositions and fiction, but this is not a possible 
way for the Marxian theory of history. Gyula Eörsi himself points out –in 
the passages quoted by Szigeti – that citizens collectively do not directly 
possess state property and their relationship to state property only give 
them a nominal proprietory status. They do not only lack direct owner-
ship rights as citizens, but also as workers in a company collective. If 
one does not exclusively analyze different ways for the legal regulations 
of property, but also want to see how the real appropriation or disposal 
of alien labour, or the prevailance of property as pure rights, work in the 
triangle of individual-means of production-community, then one can see 
that – as a result of the transitional character of the period – private ap-
propriation no longer exists. However, direct possessional rights over 
state property do not exist either– from a certain point of view – though 
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admit that this latter problem is a far more complicated question.
If we start to analyze how direct possession works in different social 

form, we will find that, for example, under the conditions of the “Asian” 
mode of production, each member of the community has the right to man-
age landed property or estate as his own. If we take the German form of 
feudalism, we see that common proprietors – for example, in Hungary at 
the turn of the 19th and 20th century, members of a community working 
the fields in crop rotation, or those belonging to a community of forest 
owners or stock-breeders – exercise their rights directly as common own-
ers and they do not need a separate legal entity. Members of these com-
munities do not separate themselves from the common land, the grazing 
lands, the forest or the fields. The category of legal entity within these 
communities only appeared in the 20th century. Still, even after this legal 
category became part of village community forms in the 20th century, di-
rect management rights remained in existence at the members’ meetings. 
Direct management is missing from state socialist experiments, as Gyula 
Eörsi’s analysis shows. His model uses a stock corporational explanation 
for the socialist relations in which the management is subsituted by the 
company managers and the role of the shareholders’ meeting is played 
by the state. But the shareholders’s meeting exercises a much stronger 
and more concrete control over the management – even if Enron and 
similar other American companies seem to traverse our arguments – and 
the management cannot partake in the power of the general assembly 
comprised of the owners. After the 1968 reform, the Hungarian state, as 
a proprietor, almost always controlled the economic processes ex post 
instead of an ex ante, that is, the state, as an owner with managerial 
rights and executive power, had to deal with the subsequent equilibrium 
disturbance. Here I have deliberately united the notions of executional 
power and economic management – in distinction to Tamás Sárközy who 
considers them to be separable – since these two functions of the state 
were not institutionally differenciated, even in the reform period.

The form of ownership has a basic impact on economic behavour. The 
Hungarian economic reform started off from the precondition – and this 
fact unfortunatelly is missing from the analysis – that socialism’s econom-
ic organizations, the state-owned companies and farms, under adequate 
economic circumstances and, in consequence, adequate economic incen-
tives, would behave like public companies and similar firms in bourgeois 
societies. In short, according to the presupposition, Hungarian economic 
organizations would aim to maximise profit rates and would be sensitive 
to prices. In practice, the Hungarian reform mechanism between 1968 
and 1989 – on the contrary – showed that the companies lacked sensitiv-
ity to locked-capital and the way they reacted to rising prices was also 
different from the behaviour of private firms in general (but not always). 
consequently, the basic problem of the Hungarian economic reform was 
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condition. It did not take into consideration that indifference to locked-up 
capital would decide how Hungarian companies worked without private 
investors under political socialism. At the same time, these companies 
were highly sensitive to profits, even if they did not wish to maximise their 
profit rates.Their activity in general aimed at expanding their profit, and 
the management’s constant intentions to invest – which is typical of the 
behaviour of management in general – became decisive here as well (this 
phenomenon has systematically been analyzed by János Kornai, whose 
ideas are often and rightfully criticized in our circle of experts). According 
to West-European and American business administrators and theoretical 
economists, the level of investment is higher for public companies than 
for private capitalist enterprises, because the management – as they are 
not proprietors – is also less sensitive to locked-up capital than private 
owners. On the other hand, socialist companies pursued a more dynamic 
investment policy than either the Western firms lead by management or 
private capitalist enterprises.

If we want to draw a balance of the economic reform in Hungary we 
discover a very interesting contradiction. From a political and social-
psychological point of view, the reform can be considered a positive 
phenomenon since it proved that socialism was not a rigid system and 
was able to bring about fundamental changes and transformations. If we 
analyse how the reform of the economic mechanism widened the circles 
of those entitled to make decisions – the reform brought about a kind of 
decentralized system – we also find another positive factor. However, if 
we look at the effectiveness of Hungarian economic management, the 
picture is not so nice. If we also take into consideration that the reform 
was accompanied by the imitation of bourgeois relationships we must 
conclude that, in the long run, the new economic mechanism prepared 
the subsequent change of regimes. This argument can be empirically 
proved since, between 1961-71 several projects were produced – for 
example on the method of transforming the tax-system and the intro-
duction of a two-level banking system – which, under the given political 
conditions, were not introduced. However, in the second half of the 1980s 
they turned up again and played a central political and legal role in the 
process of changes.

The economic reform demonstrated that there was no real possibility 
of a socialist reform of the existing social system. If we also take into 
consideration the aims of the initiators in reforming the system, we find 
a very colourful picture. Some of them really believed that by combining 
a planned market economy, market categories and economic incentives, 
they could make the socialist economy much more efficient, and eliminate 
the economy of shortage. There were others who claimed we could not 
expect the reform to achieve this aim, but that the changes would play 
an important role in making society more democratic. Finally, there were 
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mation in the long run supposing that the extension of market relations 
and the application of market categories would create the necessary 
basis for exchanging the simulated market society into a real capitalist 
market economy.

In short we have to deal with the shortage-character of the economy. 
This, I think, arose from the subjectless property and its consequence, the 
overdemand in investment. The socialist market economy, as a matter of 
fact, is the reflection of the bourgeois economy of commodity production. 
The latter is characterized by the constant oversupply of goods while the 
first is characterized by a fundamental overdemand. Socialist economy 
is not a shortage economy because of the low level of output. When in 
Hungary dairy production was at a much higher volume than it is today, 
shortage of milk was still very common. Today in Hungary, when dairy 
production is much less than before 1989 the state of oversupply has 
become permanent and the dairy farmers keep complaining to the gov-
enment that they are unable to sell out their products. It is evident that 
in these cases the pivot is the mode of ownership, which is justified by 
the events of 1990-91. With most state companies being privatized, the 
oversupply character of the economy suddenly disappeared, though this 
cannot be separated from the fact that stopping the investments quickly 
led to the drastic fall in value of capital and this way it made possible a 
cheap privatization – and within one-two years there came about a typi-
cal semi-peripheric capitalist economy with glutted market. The shortage 
economy disappeared at a time when GDP had fallen by almost 20% 
within three years. This fact clearly proves that shortage economy does 
not follow from the level of production but the motivations of the main 
actors in economy. It is from this point of view that I doubt whether the 
application of modern computing means – the use of which Péter Szigeti 
referred to – would eliminate economy of shortage. The management’s 
attitude to invest, which the proprietor cannot control, is impossible to 
be influenced by using computing technology. Unlike several bourgeois 
thinkers, in my opinion, economy of shortage in itself will not paralize a 
social form – just the other way round. The economy of shortage – until it 
does not sink into unmanageable debt – secures economic growth much 
faster than in capitalist societies in which there is a shortage of demand, 
but it needs a kind of regulation built on the overdemand in economy. In 
principle, Kalecki’s theory of profit and prices could help stimulate eco-
nomic growth with means other than state spending – this is what hap-
pens in capitalist economies to make up for the missing demand – and, 
by using certain indicative, warning numbers, the state could interfere 
in economy when overdemand caused serious problems of equilibrium, 
mainly in the sphere of the foreign economy. Unfortunately, theoretical 
experiments of this kind only began in the second half of the 1980s – we 
all remember Engels saying, after Hegel, that Minerva’s owl flies in twi-
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form when there is little or no historic chance left to treat them.
 In short I do not think the economic managementing reform was able 

to solve these problems. Still, I claim that putting the Hungarian, Yugoslav 
and chinese solutions into the same group is adequate when opposed 
to other economic methods though these three experiements are differ-
ent from each other at basic points. The difference in the Yugoslav case 
is obvious as the term self-governing model showed it; while its failure 
proved that a more developed form of socialism cannot be administra-
tively introduced. That is, it was possible to legally make a self-governing 
construction work but the actual mechanism, its power relations within the 
Yugoslav economy and the political formation structure of the society, did 
not differ from the Hungarian model, while it was radically distinct from 
the models in the DDR or czechoslovakia, Romania or Albania.

china is a completely different case. Hungary tried to speed up, or 
at least maintain, the tempo of economic growth by drawing in exter-
nal resources, namely foreign loans. In Yugoslavia the leadership not 
only took loans, but they also got additional financial resources when 
Yugoslav guest workers sent their wages home. The chinese socialist 
market economy is, however entirelly based on the importation of work-
ing capital. Szigeti’s study does not make a single remark on this fact 
so he does not discuss whether the really fast tempo of the economic 
growth is fundamentally the consequence of foreign capital. If I stated 
the situation vulgarily and in a simplified way, I could say, that today’s 
Hungarian economic growth is as subordinated to the influx of foreign 
capital and dependent on the decisions of multinational companies as 
is Chinese economic growth, which is also subject to external financial 
resources. Similarly, the consequential political changes are also present 
there: the central committee of the chinese communist Party is go-
ing to pass an amendment to the constitution which will guarantee the 
same rights to private property as to public property. This body has just 
decided that capitalists can also be members of the communist Party 
(which, of course, is not a problem in itself). When a chinese delegation 
makes an offical visit in Hungary their questions undoubtedly show how 
deeply they are interested in peaceful ways of social transition. During 
the meetings sometimes we have to warn them, that state property will 
not only be claimed back by today’s party-state cadres, but there can 
be former propietors (or their descendants) who may come up with the 
same demand. So whenever I meet a chinese delegation I give informa-
tion about the compensation law and the problematics of reprivatization 
for fear they may think they have the exclusive right to transform state 
property into private property…

 It is evident that the chinese socialist market economy has already 
reached its limits. And we cannot forget that china – in spite of its un-
expected economic development – is not an example to be followed for 
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analyzing the economic structure in Singapur, Malaysia, South-Korea and 
Taiwan, in order to make use of their experiments, including the ways 
these countries have managed to keep the constant space of economic 
development under bourgeois circumstances, within the frames of an 
authoritarian social structure.

Péter Szigeti has remarked in one of his previous writings that all 
his arguments on china are relevant only in case the system does not 
change there; history has not decided this question yet. But actual proc-
esses seem to anticipate that even if not in the near future, the change 
of social form will also take place in China and in Vietnam (I cannot deal 
with the problem of cuba and the Korean PR).

These very positive examples justify our thesis: they do not exceed the 
stage of raw or political communism. The chinese model is really very 
promising when compared to the fate of the former Soviet Union. If we 
analyze the huge economic decline – and the series of civil wars from 
Karabah to Tadzhikistan – or the intellectual decay that has pushed most 
of the inhabitants in the central-Asian republics towards fundamental-
ism, and has turned the Russian, Belorus and Ukrainian peoples to the 
Pravoslav church, we can conclude that the chinese model is far more 
positive. I think Péter Szigeti mainly stresses the positive character of 
the chinese socialist market economic experiment to contrast it with the 
fate of the Soviet Union. 

The author makes a basic statement when he notes: socialist experi-
ments can be viable only in an one-party system. If we change the one-
party structure, the restoration of the bourgeois system takes place in 
no time. This thesis is empirically proved; recalling the outcome of the 
chilean revolution, the single multi-party socialist experiment, we can 
conclude that Péter Szigeti’s statement is perfectly right. But he gives 
no explanation what the reasons are of this rule. What is the reason 
that societies in the phase of raw communism or political communism 
can only survive within a one-party construction. On top of all this, the 
author argues that political socialism is not characterized by a constant 
legitimation deficit so his thesis concerning the one-party system needs 
a firm theoretical reasoning.

The political system of the European bourgeois societies has been 
based on universal suffrage for the last eighty – hundred years (now I 
am putting aside the Greek, Spanish and Portuguese systems where 
universal suffrage was only introduced or restored in the middle of the 
1970s) though Marx explains in one of his articles published in New York 
Daily Herald Tribune in 1852 that the introduction of the universal suffrage 
would be an authentic socialist measure in Great Britain, supposing it 
would lead to the socialist transformation of that society within a short 
period of time. Unfortunately, it turned out that universal suffrage – that 
both conservative and liberal politicians and theoreticians very much 
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that it would bring about the socialist transformation of society – is not 
a necessary means of this change. On the contrary, they help preserve 
bourgeois society. It also turned out that the majority of the people did 
not support any revolutionary changes, moreover, they are also reluc-
tant to support the reformists: moderate social democratic parties have 
exceptionally got the majority of the votes. From this we can conclude 
that one-party system as a decisive criterion derives from the existing 
legitimation deficit.

In the case of Hungary it is very easy to understand what the funda-
mental reason for legitimation deficit is. If we analyze the society of the 
Horthy era we will see that the majority of the population did not yet be-
long to the modern bourgeois classes. According to the 1930 census the 
petit bourgeoisie (petty farmers and medium landowners, craftsmen and 
shopkeepers), the middle rank in the sense of the Communist Manifesto, 
made up 34% of the wage-earners. The so-called service rank made up 
about 10,5%. They exchanged their labour power for income and not 
to capital. This category consisted of more than 400 000 wage-earners 
– from servants to railway-bed ballasting workmen – but cannot be con-
sidered proletarians since they did not produce surplus value, because 
they lived on the money of their masters or that of the state. (Marx ex-
plains the basic difference between exchanging labour power into wages 
or capital in the 1st volume of the Theories of Surplus-value). Proletarians 
constituted 41% of wage-earners and a certain part of them worked in 
agriculture or small industrial plants. The bourgeoisie, including the en-
terprizing landowners, only made up 5,5% and the majority belonged to 
the large farmers. The relative backwardness derived from the fact that 
the capitalists only owned the economic power while the political and 
administrative power was concentrated in the hands of the upper servic-
ing rank, the leading civil servants and the officers’ rank which, together 
with the ideological apparatus of the state, constituted 3,4% of the wage-
earners. If we examine the political orientation of the social classes and 
ranks (the latter in the Marxian – and not the Weberian – sense) we will 
see that though the majority of the working class supported the ambition 
to bring about a socialist transformation, this strata made up a maximum 
of one-third of the population and only a small percent of left-wing sym-
pathizers belonging to other social groups supported them.

The results of the 1945 and 1947 elections and their regional distribu-
tion show that the majory of the population in Hungary still did not want 
socialist transformation after the Second World War. The 1956 uprising 
was not a socialist revolution either – contrary to Bill Lomax’s argumenta-
tion and that of his followers who accept his well-intentioned but not very 
established ideas – and in 1989 the changes likewise did not bear the 
characteristics of a socialist revolution. Before the opposition launched 
a general attack against the MSzMP (Hungarian Socialist Workers Party 
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8 – HSWP), only 33-37% of the voters supported the ruling party. The ma-

jority of the Hungarian population preferred the bourgeois social form. 
Moreover, we may say that in Hungary only a minority of the population 
supported the legitimacy of the bourgeois democracy – as in the Weimar 
Republic or in the first Austrian Republic.

The mechanism of political decision-making completely met the needs 
of the one-party system which, in itself, strongly limited opportunities for 
democratizing the system. The system could not be democratized be-
cause it had no legitimacy and its legitimacy could not become stronger 
because it could not be democratized. So we have got to a vicious circle 
that could have only been avoided by great, worldwide changes, for 
instance, through revolutions taking place in certain European countries 
– in Italy, Portugal or Spain. Without these changes there was no chance 
for altering the decisive internal and international situation.

 What was the mechanism of decision-making like in this system? 
The picture of the state-party or party-state decision-making painted 
by György Konrád and Iván Szelényi was well-known for everyone inter-
ested in the working mechanism of the party and the state. But in analyz-
ing these problems we must bear in mind that informal decision-making 
played the main role in the state-socialist system.In other words, it means 
that it is not enough to describe the functions of the Political and central 
committees because it says nothing of the real political character of the 
system and the characteristic features of the existing political groups. The 
main question does not lie in revealing the party-state decision-making 
mechanism but in describing the determining political groups.

Reflecting on Péter Szigeti’s article, Erzsébet Szalai claims that it is 
impossible to entirely distinguish separate interest-groups within the 
HSWP. In my opinion, on the other hand, we can clearly define three 
main groups (at least from the beginning of the 1960s) within the leader-
ship of the HSWP.

The first was the so-called reformist group, whose members came from 
the fields of economy, cultural policy, science policy, education policy and 
foreign policy. In the course of time they had become convinced that the 
system could not be reformed so they urged for a change of regime. 
They must have thought of a peaceful transition and they wanted to 
avoid a dictatorship of the radical right. Despite the widely held view to 
the contrary, this group had special ties with the ‘democratic’ opposition 
and the late Kadarian technocracy. Some of the leaders of the latter group 
participated in forming the MSzP (Hungarian Socialist Party – HSP) in 
1989. This group consequently did not believe the system could be either 
reformed, democratized or even capable of living.

A second group of leaders thought the contradictions of the Hungar-
ian socialist experiment derived from breaking with the Soviet model. 
Prominent representatives of this group were zoltán Komócsin, árpád 
Pullai and Béla Biszku. In their opinion, the evolving social inequalities 
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9could be moderated if the country returned to a more class-conscious 

platform and followed the Soviet way. This would also give a much better 
chance to repress the political forces interested in liquidating the socialist 
experiment. 

There was a third group, partly recruited from politicians belonging to 
János Kádár’s circle, and partly pragmatic economic- and social-politi-
cians who thought yielding to both sides was equally dangerous for the 
system. They concluded that the leaders who succeeded in winning a 
certain debate must soon be put aside, then – after the next political turn 
– the same method must be applied to the leaders who won the second 
’round’. Here it is enough to refer to the events in 1974 or 1985, but also 
to some other periods. However, we have to keep in mind that, although 
we can ’localize’ these three groups, we still have no reliable understand-
ing of the political composition and the decision-making mechanisms of 
the system. A deep analysis cannot be substituted by condemning the 
party-state mechanism or praising it – we should clearly see what kind of 
interest groups set it in motion, what were their social bases (obviously, 
each had one) and which social groups had little or no representation of 
interests. Erzsébet Szalai’s ideas are acceptable in this field, though I do 
not agree with her conclusion that these groups cannot be well described, 
as I have mentioned above.

We also have to analyze these groups’ international relations, both 
within the socialist world and in Western Europe. Since the 1970s, the 
Party department of foreign affairs sought to build contacts with West-
European socialist–social democratic parties and, later, with the bour-
geois parties too, and these connections played a very important part in 
preparing the process of the changing of system. These are facts even 
if Hungarian public knows surprisingly little about them. Many people 
would be surprised to know the role János Kádár played in developing the 
formal ties with the European Economic community. It was only recently 
that László Kovács explained in parliament how, in the 1970s and 1980s, 
the Foreign Department of the HSWP had contributed to the country’s 
eventual membership of the European Union. We can add to this infor-
mation that this preparations had been done with the consent of János 
Kádár. Furthermore, the first secretary of the Party himself considered the 
possibilities of a political change – it was Helmuth Schmidt who advised 
him against this step – as it is well-known in the West. Unfortunately, 
this appeared in the memoires of Helmut Schmidt and Valéry Giscard 
d’Estang, and Hungarian academic circles refused to take these facts 
into account because they do not really wish to reveal the true history 
of the recent past. 

Finally I would like to deal with the fourth section of Péter Szigeti’s 
article. Here we can see a very interesting theoretical experiment: the 
concept of a dialectical democracy which outlines the institutional forms 
helping democratize the early socialist structures. I only want to remark 
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0 that the concept he explains has got significant antecedents in theoretical 

history. Let me mention only two names: Engels’ and Michal Kaleczi. In a 
letter written to Bebel in 1886, Engels explained that the economy should 
be organized in a kind of cooperative system built from below – in the 
letter Engels does not speak about state property –, but he also bumped 
up against the problem of how to deal with the contradiction between 
particular and general interests in such a construction. His starting point 
was the cooperative system of the Paris commune in 1871. How this 
economy actually would work, he did not explain in the letter, and it is 
very difficult to anticipate anyway. In 1956-57, after the political crisis in 
Poland, Michal Kalecki based his ideas on actual experience. In order 
to solve the 1956 Polish political crisis, some tried to exchange Soviet 
orientation with an independent Polish socialist model. To work out the 
new model, several theoretical works came to light. One of them was 
Kalecki’s concept, whose starting point was to connect central planning 
and the system of enterprise councils. On the basis of this approach, 
he wrote that the decision-making of the planned economy must be de-
mocratized, but also that severe measures must be applied to prevent 
enterprise councils from exclusively representing their particular interests. 
He not only called attention to the danger of enterprise councils being 
repressed by the central plan apparatuses, but he also emphasised 
the possible economic disorders deriving from the enterprise councils 
conflicting with the central planning and economic-political objectives. In 
short, Kalecki outlined the same solution as Péter Szigeti, that is, how to 
simultanously achieve central planning with the real participation of the 
citizens in decision-making under the circumstances of planned economy 
and one-party system.

All experiments to date, (which have not been realized or worked for 
only a short time) have very little relevance today and even less for the 
future. The basic reason for this is the fact that socialist experiments 
are unlikely to happen within a national framework in the future. Every 
institutional solution must fit into the circumstances of globalization. We 
cannot try and hold back globalized liberal capitalism since, as Marx puts 
it in the Communist Manifesto – the faster the development of the capital 
relations, the closer we get to a social transformation, and the sooner 
bourgeois society can be exchanged for a socialist or communist system. 
To support local, national capitalism against the global capital will only 
push us backwards. A viable left-wing movement must be global, but 
this period has not come yet. Capital has become international, while 
the international workers movement has not really made the first steps 
yet. This situation cannot be altered by Seattle’s people. The presence of 
protesters and demonstrators (and the black anarchist provocateurs, the 
undercover agents) at each meeting of WTO, IMF and World Bank does 
not really challenge the global liberal capitalism of our time. 
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1We live in an era when science plays the main role in left movements 

and Péter Szigeti’s study contributes to analyzing and understanding this 
situation. In my opinion, his work is valuable and stimulating. Still, I doubt 
studies of this kind can influence Hungarian public opinion in the immedi-
ate future. Since, as Marx put it in The German Ideology: “ The ideas of 
the ruling class are, in every epoch, the ruling ideas.” (Marx-Engels, The 
German Ideology, www.marxists.org/archive/marx/works/1845/german-
ideology, Vol. I. chapter B).

(This is an abridged and edited version of a lecture given on 13th Oc-
tober, 2003 at the Eszmélet club.)
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2 TAMáS KRAUSz:

“Stalin’s socialism” – today’s debates  
on socialism 

Theory, history, politics

I. The basic dilemma of the Stalinist period: socialism or state accumu-
lation of capital

In a secret report of 29th November 1935, political leaders were informed 
that the authors of a leaflet condemning Stakhanovite working methods 
had been arrested. The police found the leaflet in the student hostel of 
the chemical Technology Institute and they arrested eight people. “The 
counter-revolutionary and anti-Soviet group of students” accused the 
party leaders of “abandoning the Leninist way”, “exploiting and plundering 
the workers”.1 They thought “socialism cannot be built on the bones of the 
proletariat” – this, they stated, was the essence of Stakhanovitism. By that 
time even an alternative interpretation of socialism was considered as un-
dermining the very basis of the system. The official ideological legitimacy 
– that is Marxism-Leninism – was evidently not an arbitrary intellectual 
“product” by Stalin, or somebody else, but a historically evolved system 
of ideas whose codification2 happened to take place within the contex of 
collectivization and forced industrialization during the 1930s as part of 
the general process of socialist development. Analyzing the ideological 
sphere as independent of this context will necessarily result in ahistoric 
conclusions.3

There exists an influential school of historians who consider ideology 
as a part of social change and the activities of leading social groups. 
According to this view, ideology is not subjective falsification or con-
scious manipulation, but a decisive element of the complex processes 
of reality, which gains particular importance in crucial historic periods, 
such as 1930s.4 The sphere of ideology cannot be solely interpereted 
as the interest rationalisation of the leading political groups. The strug-
gle between different interpretations of socialism did not mean that 
any party faction or grouping sought to prepare the ideological way for 
capitalism. These fundamental questions were excluded from debate 
during the 1920s, since any capitalist solution lacked widescale popular 
support among the people. The historical changes in the Soviet Union 
seemed to promise, for millions of people within and outside the coun-
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3try, a practical/real fulfilment of a new alternative, mass democracy and 

social equality.
After 1917, huge numbers of people identified themselves with different 

forms of bolshevism and a commitment to socialism was widespread.5 All 
interpretations of socialism, in the Soviet era, were based – with varied 
importance – on the idea of social equality. These historical factors and 
the country’s complete isolation from the world market helped the Soviet 
Union become a symbol of a new world order. However, contradicting the 
original expectations and high hopes, by the 1930s, the basic question 
for the Soviet Union turned out to be state accumulation of power or, in 
Preobrazhenski’s words, “primitive socialist accumulation”.6 The students 
from the chemical Technology Institute had not yet forgotten that accord-
ing to the original Marxian theory, the function of the “transitional period” 
(“proletarian dictatorship”) was to create the conditions for socialism (as 
the next step on the historical process) and, in the long run, to create the 
social-economic and political-moral preconditions for abolishing all social 
classes. In Marx’s theory, communism was the fulfilment of a civilizational 
turn, the final period, the “upmost phase” of a global evolutionary trend.7 
In the beginning the debate did not focus around theory itself but the 
practical relevance of the theory. As a matter of fact, in the context of 
the history of ideology, the great schism within the international workers 
movement was closely related to the problem of how to interpret social-
ism. Since the turn of the century, Bernstein saw the historical mission 
of social democracy as a question within the capital system and pushed 
the problem of the revolution, and the ultimate aim, into the distant future, 
stating that it was irrelevant from a practical point of view.

It is well known that, in State and Revolution in September 1917, 
Lenin returned to Marx’ original interpretation of socialism-communism 
in a clear reflection on the “philosophy” of the October Revolution, the 
common aims of the revolution of the urban workers’, the soldiers’ and 
the rural obshchinas’, that is, all the various aims and hopes concerning 
social equality.

Once in power after the revolution and under different conditions, ideo-
logical debate about socialism concentrated on the problems arising from 
the nature of the new system, the realization of socialism, the possibility 
of outdoing market economy and capitalist civilization. The idea of social-
ism as the alternative of capitalism originally emerged from the problem 
of world development. But it was not at all clear whether the isolated 
Russian revolution practically confirmed or denied the theory.

According to the original revolutionary theory, it is the state that plays 
the most parasitic role in the universally expanding system of exploita-
tion. It is not by chance that, in March 1919, under the most dictatorial 
conditions in the civil war, the party program adopted by the Bolsheviks 
considered the “proletarian dictatorship” as a “semi-state”, and defined 
the Soviet system itself as one of democratic self-government, con-
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4 cluding that society did not have to finance an insular and stifling state 

power structure.8 consequently, there was a seemingly irreconcilable 
contradiction between theory and practice. In other words, to implement 
the achievements of bourgeois civilization and to simultanuously fulfil the 
aims of forced industrialization, necessitated by great-power status, could 
not be reconciled with the earlier demands for workers’ democracy.9 

The concept of Marxism-Leninism developed in the new, post-revolu-
tionary situation. It was also the product of the political and theoretical 
struggle to the monopolization of Lenin’s heritage within the Bolshevik 
Party and the communist Internationale, after Lenin’ illness (1922) pre-
vented him from keeping up his former activity. In their own interests, the 
party leaders had started to systematize Lenin’s political and theoretical 
work and to divide it under the concepts of Leninism and Marxism-Lenin-
ism. Lenin’s heritage soon became a rigid means of practising power and 
lost its systemic critical strength.10 

By the turn of the 1920-1930s, the new starting point and the ultimate 
aim of the system had crystallized into two main goals: military and 
economic competition and catching up with the “developed” or “core 
countries” of the West and, simultaneously, the cultural and material rise 
of the “backward” people, “the masses” (i. e. “modernization”). The more 
important the anticapitalist commitment, the “social support of the lower 
classes” and the abolition of unemployment and poverty (these goals 
provided the ultimate social legitimacy of the system) had become, for the 
system during the NEP-period (which Lenin called “a partial restoration of 
capitalism”), the more obvious it appeared that the original aims of social-
ism (the elimination of the state, spontaneous social activity, voluntary 
cooperatives, workers’ councils etc.) could not be achieved. That is why 
socialism itself, as both a theory and an ideology, had to change.

It soon turned out that while the basic cause of the international capital-
ist crisis was that most of the products and goods on the market could 
not be converted into money or capital, state socialism, which was com-
pletely isolated from the world market, suffered from a permanent lack 
of capital. Even the mere existence of the country made it necessary to 
apply strong pressure to squeeze extra profit from the workers who got 
hardly anything back through the “welfare” system of the “socialist” state 
(how much could actually be invested into this sphere depended on the 
varying circumstances).

Stalin had become the key figure of change in state – not only in a 
symbolic sense. The period named after him was deeply influenced by 
him ideologically. However, both historic and theoretical analyses – ir-
respective of political approach – often underestimate the effects of “Sta-
lin’s turn”. (This tendency is also present in the “merging”11 of Lenin’ and 
Stalin’s ideas and policies, which provoked strong protest from historians, 
e.g. Robert c. Tucker – who can hardly be “suspected” of being a Marxist 
– rejected this approach in 1973 in his famous monography on Stalin.
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5When Stalin adopted the slogan of “socialism in one country”12 in 

December 1924, it marked the first turn to “real socialism” and also 
served as a milestone marking the boundary between Lenin and Stalin. 
Most of the people who refused to support this turn were intellectually or 
physically exterminated during the 1930s – a fact that also reflects the 
characteristic features of the Stalinist era.

As for the political system, it had been reduced to a one party system 
by the beginning of the 1920s; political parties were administratively dis-
solved while the Bolshevik party had acquired the particular symptoms of 
a “state-party”. These emergency measures of the “proletarian dictator-
ship” were considered, by the 1930s, as essential to the socialist political 
system, although the constitution in 1936 did not define the Soviet system 
as a one party system. (That only happened in 1977 when Brezhnev’s 
consitution stated that socialism in the Soviet Union was a one party sys-
tem.) There could be no debate about the political nature of the system, 
but the specifics of the economic structure and the state of socialism 
were always on the agenda – in 1951 the aged Stalin took a stand in 
this connection in a famous debate about the draft of a political economic 
textbook. Economic expansion after the war made certain transformations 
necessary and this obviously had ideological consequences. 

II. Problems of formation theory: from state socialism 
to market socialism

Stalin’s starting points

Since 1927, in the Soviet Union, the theory of social formations had 
been at the center of sharp, politically influenced, but scholarly debates. 
The events that settled and put an end to the debates took place at the 
Leningrad federal conference in 1931. The ultimate ideological issue in 
1927 was whether the NEP era should be defined as socialism or “state 
capitalism”. In 1931 this debate centered around the feudal or Asian 
character of the chinese historical process13; defending the notion of the 
Asian mode of production14 was identified with the underestimation of the 
socialist perspective. (Scholars were not allowed to use the idea of Asian 
mode of production until the 1960s.)

 It was then that the official ideology on the historical sequence of social 
formations was codified, the stages being: primitive society, slave society, 
feudalism, capitalism and socialism-communism. In 1938, in the study 
“Dialectical and Historical Materialism”, Stalin defined the existence of 
these social formations as a systematic feature of world history15 and, in 
1936-1939, he formulated the ultimate “truths” in the question of social 
formations that became the definitive framework for the Marxist-Leninist 
analyses of socialism for several decades.
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6  During the campaign for the draft of the consitution in 1936, Stalin 

clearly pinned down that the history of socialist development in the 
Soviet Union could be divided into two periods. The first, between 1924 
and 1936, brought about a gradual expansion of socialism, which at 
first produced the NEP when Soviet power allowed a certain “revival” 
of capitalism, but “the competition between the two economic systems” 
resulted in “the preponderance of the socialist system over the capital-
ist system”: “Our Soviet society has already, in the main, succeeded in 
achieving socialism; it has created a socialist system, i.e., it has brought 
about what Marxists in other words call the first or lower phase of com-
munism (italics mine – T. K.).”16 Among the most important features of 
“socialism achieved” he mentioned the following: “the socialist [that is: 
state – T. K.] ownership of the land, forests, factories, works and other 
instruments and means of production; the abolition of the exploitation and 
of exploiting classes; the abolition of poverty for the majority and of luxury 
for the minority; the abolition of unemployment; work as an obligation as 
an honourable duty for every able-bodied citizen”, the right to work, to rest 
and leisure – these are the pillars the new constitution rests on.17

 Arguing against bourgeois constitutions, Stalin “mixed up” “the period 
of the proletarian dictatorship” and the evolutionary phase of socialism 
when he stated: “ I must admit that the Draft of the new constitution does 
preserve the regime of the dictatorship of the working class, just as it also 
preserves unchanged the present leading position of the communist 
Party of the U.S.S.R.” Referring to the lack of political parties he said that 
“Several parties, and, consequently, freedom for parties, can exist only in 
a society in which there are antagonistic classes… in the U.S.S.R. there 
is ground only for one party, the communist Party” because it is this party 
“which courageously defends the interests of the workers and peasants 
to the very end.”18 Later in the above mentioned article in 1938, when 
redefining socialism, Stalin added certain elements of ethical socialism 
to the list of “benefactions” guaranteed by the state. Stalin simplified the 
principle of distribution according to work to the following formula: “He 
who does not work, neither shall he eat” and he talked about “comradely 
collaboration” – he may have read it in Kropotkin’s works – and “mutual 
socialist help” as basic features of socialism19 but he did not explain 
them at length.

 Such a definition of socialism emerged during the period of the “great 
terror” and this fact – to put it mildly – deeply influenced Stalin’s “theory 
of the state”. In a lengthy report delivered at the XVIIIth Party congress 
on 10th March 1939, Stalin devoted a whole chapter to theoretical ques-
tions and aimed his criticism at those who, referring to Marx, Engels and 
Lenin, demanded an explanation why there had been no measures taken 
to encourage the withering away of the state following the abolition of the 
exploiting classes. Recalling the events of 1937-1938, he claimed that 
approaches of this kind “have overlooked capitalist encirclement” and 
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their organs, which send spies, assassins and wreckers into our country 
and are waiting for a favourable opportunity to attack it by armed force.” 
He spoke about “the sins of all the Bolsheviks”, that “we learnt about the 
espionage and conspiratorial activities of the Trotskyite and Bukharinite 
ringleaders only quite recently, in 1937 and 1938”.20 In connection with 
this problem he also emphasized the need to “have every opportunity 
of successfully filling this gap in theory.” As for the problem of the state 
withering away, Stalin postponed it to a future historical period when 
socialism had been victorious in most countries throughout the world: 
as a matter of fact, “Engels’ formula21 does not furnish an answer” to the 
question what would happen “if socialism has been victorious only in 
one separate country”. After analysing the theoretical consequences of 
the practice of “socialism in one country”, Stalin, in accordance with his 
personal dictatorship, concluded that classical Marxist principles had to 
be abandoned.22 Since Stalin’s revisionist interpretation of Marxism could 
no longer be the subject of further debates he, with the same swing, “put 
into brackets” Lenin’s State and Revolution – a summary of the Marxist 
theory on the state – since, according to Stalin’s argument, “Lenin was 
preparing to write a second volume of the State and Revolution” – “Death” 
– he went on – “prevented him from carrying this task. But what Lenin did 
not manage to do should be done by his disciples.”23

 But Stalin himself did not consider these declarations and drafts to 
be ultimate theses. He was much more aware of which theoretical state-
ments should be thrown away as obstacles in the path of “development” 
(i.e. his personal dictatorship) than he was of how to replace the “old” 
ones. Most of his ideological turns were inspired by momentary economic 
and political interests. In the course of time he managed to formulate 
more sophisticated, notionally more refined statements.

Production of goods, law of value, state, market

The most detailed form of Stalin’s theoretical standpoint on socialism as 
a formation-theory and, at the same time, as a practical-political problem, 
can be found in his Economic Problems of Socialism in the U.S.S.R., pub-
lished in 1952. This work, which was well known for decades, connects to 
the debate which eventually resulted in the publication of a draft textbook 
on political economy in 1951. The debate tackled theoretical problems 
for the first time since the 1920s. To “settle” the problems in question, it 
was necessary for Stalin to give the final verdict.

In his text, Stalin dealt with some general scientific-methodological 
and economic problems. However, his main concern was to redefine 
the notion of socialism. Above all, he explained his standpoint in the 
highly debated theoretical-political question of whether there exists the 
production of commodities in socialism. Arguing once more with Engels’ 
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Anti-Dühring, arguing that “with the abolition of capitalism and the sociali-
zation of the means of production, man will obtain control of his means 
of production, he will be set free from the yoke of social and economic 
relations…”24 The reason for Stalin to reject Engels’ ideas was that En-
gels approached the problem of socialism from the view of the theory of 
communism while Stalin started out from the facts of Soviet reality. He 
simply put aside the essence of a Marxian concept on socialism, i. e. 
socialism will leave behind the post-revolutionary phase characterized 
by so called market rationalism. Unlike the subsequent regulation of the 
market, labour in Marxian socialism will be calculated by measuring the 
working hours. At this stage of development the basic form of social or-
ganization in the field of production and consumption will be partnership 
replacing the market.25

However, Stalin insisted on a narrow economic viewpoint when he 
claimed: “commodity production must not be identified with capitalist pro-
duction”. Referring to the experiences in the Soviet Union he wrote that 
“ours is precisely such a society…where private ownership of the means 
of production, the system of wage labour, and the system of exploitation 
have long ceased to exist” and these changes had brought about a spe-
cial “socialist commodity production”. Here Stalin declared that the Soviet 
system, that is, the symbiosis of the bureaucratic autocratic planned 
economy (which was presented later in textbooks on political economy 
as the embodiment of “the indirect social character of work and of ex ante 
regulation, that is, regulation before commodity production”26) and the 
market constituted socialism. On the other hand, the logical consequence 
of Stalin’s interpretation was that all the theoretical principles regarding 
socialism developed by Marx, Engels and – as we have mentioned above 
– Lenin,27 had to be shifted into the concept of communism. On the basis 
of Soviet experience, he went as far as to define socialism as a separate 
social phase. According to the “theory” directly derived from the Soviet 
reality, socialism had become a commodity producing market society 
whose “socialist” core was state property.

That is what Stalin wrote about the question: “Today there are two ba-
sic forms of socialist production in our country: state, or publicly-owned 
production, and collective-farm production, which cannot be said to be 
publicly owned”.28 That is, state property is owned by “the people”, while 
cooperative property is not completely socialist. This means that the state 
can only dispose of the product of the state enterprises. He suggests 
that the solution is the further gradual nationalization of the cooperative 
farms as this process may eliminate commodity production.29 Since the 
cooperative farms had no way to “alienate” their products other than to 
exchange them through purchase and sale – Stalin argued – they can 
enter into a relation of commodities with the towns, that is, to use “bar-
ter through the selling of goods”. In the next lines, Stalin disclosed the 
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when he said: “Because of this, commodity production and trade are as 
much a necessity with us today as they were, say, thirty years ago, when 
Lenin spoke about the necessity of developing trade to the utmost”.30 
This way Stalin makes no distinction between the beginning of the 1920s 
and the 1950s and contradicts even his earlier supposition – in one of 
his former speeches he said: “accomplished socialism” had only been 
achieved since 1936. In other words, the differences between the “state 
capitalism” (Lenin) of the NEP and Stalin’s state capitalism vanished for 
the “market of commodity exchange”.

In 1951, for Stalin, the “unification of the two sectors” was a specific 
feature of communism. According to his view there will be a “unified na-
tional economic organization” to register the commodities thoughout the 
country and later it will also distribute them. By talking about socialism 
as “special commodity production” Stalin did not only blend the three-
phased concept of development described by Marx and Lenin but, in 
terms of commodity production and state property, he also abandoned 
the essence of socialism: possible alternative forms of social and com-
munal organisation. He preferred state property – calling it the essence 
of socialism – to all kinds of collective property, including cooperative 
property. In doing so he not only abandoned the Marxian tradition but 
also Lenin’s theoretical premises (“cooperative socialism”) inasmuch as 
he “liquidated” the fundamental differences between nationalisation and 
socialization. Stalin’s “anti-dogmatism” derived from a pragmatic anti-
theory viewpoint: if theory stands in the way of political decisions, if it 
restricts his personal power, then theory must be wrong and it is his task 
to adjust theory to actual circumstances.

In practice, state socialism had turned out to be a new mode of produc-
tion that had not been “foreseen” earlier and that, in the light of Marx’ 
theory, was neither capitalism nor socialism. The state socialism was 
characterized by a bureaucratic-state collectivization of private (and 
social) property. (We will go back to this question later.)

In Stalin’s mind the idea of the autonomous individual or human being 
never came up as an alternative to bureaucratic collectivity (indeed, he 
fought against it by means of “the great terror” in order to preserve his 
personal dictatorship). The “elimination” of the bourgeoisie opened the 
battlefield for a compliant bureaucratic apparatus,  whose “defective func-
tioning” can mainly be attributed to subjective errors in Stalin’s formation 
theory. His approach of the new mode of production ignored analyses of 
the relationship between community and property, as well as between 
between production and community.31 In exile in 1939, Lev Trotsky spoke 
about the “Bonapartist state-philosophy of Stalinism” which he used to 
justify the rule of bureaucracy over society.32

Most likely, Stalin was the first to confirm the ideology of state social-
ism by quoting Marx’ Critique of the Gotha Program – he naturally forgot 
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distribution of public property and public services since apparatuses of 
this kind would themselves use up a great proportion of property. The 
main aim of Marx, and later Engels, was to prevent socialism from fall-
ing into the trap of state socialism. Looking through the literature of our 
topic, it is easy to follow the historical-theoretical tradition, the Lassal-
lean-state socialist origin, the sources in the workers’ movements of the 
Stalinist “paternal state” and “people’s state”.33 In his criticism on Stalin’s 
views, Ferenc Tőkei clearly outlined the basic methodological problems, 
and he emphasised that Stalin had not simply “distorted” the theory of 
socialism, but – opposite to his original intention –formulated a theoreti-
cally-ideologically independent mode of production, state socialism. This 
was also manifested in his misinterpretation of the notion of mode of 
production.34 

Stalin declared as correct the law of value in his “market socialism”, 
at least concerning the exchange of commodities, though he thought it 
also influenced “socialist” [say: state] production.35 After Stalin’s death, 
the leading Soviet elites (both dogmatics and revisionists) wanted to join 
to the commodity producing world system. By misinterpreting the nature 
of capital and overestimating their power they belived they could restrict 
the influence of capital through their will. For them, the effects of the law 
of value were simplified to a subjective political problem. The basis of this 
position was the supposition that “the great break-through” of 1929-1934 
– mutatis mutandis – could be repeated any time in the future to resist 
the possible abundance of capital. Then there would again be time for 
the strategy to integrate into world market.

Stalin thought the relavance of the law of value would cease in com-
munism as “the final phase” (this way he rigidly separated socialism from 
the communist phase as if they were two fundamentally different forms 
in Marxian theory36).

The Stalinist concept of the world market started from the presumption 
of “duplication”, as if there were two parallel world markets.37 In fact, he, 
as well as his successors, wanted to find a way to integrate into world 
market. In other words, there had always been a serious conflict between 
policy and economic ambition; the tendency to draw in external capital 
– mainly in the form of machinery, technology and labour – was present 
even during the great transformation of 1929-1933. Stalin explained the 
phenomenon as the political consequence of the Marshall-plan: “It should 
be observed that the U.S.A. and Great Britain and France, themselves 
contributed – without themselves desiring it, of course – to the formation 
and consolidation of the new, parallel world market. They imposed an 
economic blockade on the U.S.S.R., china and the European people’s 
democracies, which did not join the ‘Marshall plan’ system, thinking 
thereby to strangle them. The effect, however, was not to strangle, but to 
strengthen the new world market.”38 Stalin refused to see the law of value 
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of capitalism; he insisted on the idea that “It is not the average profit, but 
the maximum profit that modern monopoly capitalism demands, which 
it needs for more or less regular extended reproduction”, 39 and this ten-
dency has economic, social and political consequences. While he, more 
or less, managed to grasp the basis dynamics of capitalism, in the place 
of the realities of state socialism Stalin posited an imaginary socialist 
society whose “basic law” he summarized as the “general economic law 
of socialism”: “the securing of the maximum satisfaction of the constantly 
rising material and cultural requirements of the whole society through the 
continuous expansion and perfection of socialist production on the basis 
of higher techniques”.40 If a planned economy worked according to this 
“law” – as Stalin put it – then it should have been obvious that it was a 
political, purely subjective definition of socialism; the operation of the law 
would be the result of the “good” decisions made by the power elites.

The official ideologists of Marxism-Leninism underestimated the capital-
character of “state capital” functioning in state socialism, while approches 
critical of the system put the main stress on its capital-character. The 
latter view is present in analyses by the so-called state-capitalist school41 
that automatically defined bureaucracy as the heir of the bourgeoisie 
or “state-bourgeoisie” as if the “distortion” of the system had been only 
the result of the ill will of Stalin or his successors. The changes pushing 
state-socialism closer to market socialism, which Stalin also proposed in 
the above mentioned work, had always been present in all the socialist 
experiments in the 20th century, consequently it must have deeper histori-
cal roots than Stalin’s statements and analyses.

True, for political reasons, Stalin had always overemphasised the influ-
ence capitalism played in Soviet advancement while he used to under-
estimate, or even disregard the basic problem from an economic-social 
point of view. Naturally, he had no reason to consider the “prophecy” of 
his mortal enemy, Trotsky on Soviet development in 1936. The privileged 
bureaucracy “personified” by Stalin was the same for Trotsky as betray-
ing the aim to achieve social equality and he concluded that in order to 
defend their privilages, bureaucracy would go as far as to privatize state 
property: “It is not enough to be the director of a trust; it is necessary to 
be a stockholder. The victory of the bureaucracy in this decisive sphere 
would mean its conversion into a new possessing class”.42 This way, 
state socialism was a particular, “incomplete society” as it lacked a rul-
ing class in the traditional sense or, more exactly, it only had a potencial 
ruling class inasmuch – at least ideologically – as it was for the working 
class to constitute it and then “to liquidate itself” (Marx); as a matter of 
fact, the upper layers of bureaucracy had all the potential to make up a 
new ruling class.43

The Stalinist theory of socialism has emerged in various forms. For 
example, it can be traced in the influencal analyses of János Kornai who 
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the logic of the traditional scientific-socialism (or scientific communism, 
as it was called in the Soviet Union) and that of the textbooks on political 
economy, which interpreted the complex problematics of socialism from 
the narrow perspective of “real socialism”.45 It was only after the change of 
regime in 1989, that, under the influence of the American political science, 
Stalinist state socialism in Eastern Europe was labelled by the concept of 
communism. In a methodological sense, paradoxically, this definition of 
the system also goes back to Stalin’s interpretation of socialism.

III. Developed socialism and its alternatives 

The last Soviet summary of the history of Marxism-Leninism also de-
scribed the socialist-communist theoretical evolution, and that of the 
working class movement, as an organic unity starting from Marx and 
ending with Suslov, that is, from the communist Manifesto to the proto-
col of the last ScP congress. The Stalinist and post-Stalinist “textbook” 
summaries of Marxism-Leninism kept repeating and proving the thesis 
that there was a fundamental continuity between Marxian theory and the 
Soviet reality – and they did so mainly in connection with the theoreti-
cal tradition on socialism. The ideological “emptying” of the future – as 
regards its function – served to cover the lack of a concrete alternative 
leading to socialism. During the history of the system all the experiments 
that aimed to achieve a fundamental transformation of the offically le-
gitimating ideology remained either pure academic accomplishments 
or they vanished together with the defeat of the political-economic 
reforms.

As I have already analyzed elsewhere46 the XXIInd congress of the 
ScP (1961) had wanted to break with Stalin’s concept and adopted 
a party program which offered a theoretical renaissance (in charles 
Polanyi’s opinion also) mainly in the field of a theoretical rethinking of 
socialism. The program went back to Lenin’s era for a theory of social-
ism which defined the essence of the new system as social autonomy, 
direct self-government of the workers and citizens i.e. the unity of work 
and property. Khrushtchov’s decentralizing social-political reforms, which 
necessarily failed under the chaotic circumstances of state-socialist con-
trol, the resistance of the bureaucracy and the indifference of the people, 
despite repeating the slogan calling for the people’ autonomic actions, 
achieved very little to bring about “social self-organization”. Theoreti-
cal-cultural, as well as technological development in the 1960s which, 
for a historical moment seemed to be a “renaissance of socialism”, was 
sharply cut short by Brezhnev’s politics of bureaucratic centralization. 
Military intervention in 1968 in czechoslovakia eliminated the chance for 
a theoretical renewal of socialism. To put it simply, we could say that state 
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a democratic systemic transformation. In a certain sense, the syndrome 
of 1956 in Hungary repeated itself when the revolutionary self-governing 
efforts of the workers’ councils were swept away in order to stabilize a 
“new form” of state socialism.

After 1968, the chief Soviet ideologists “realized” that theory had be-
come “empty”: since Stalin’s concept of “developed socialism” meant it 
was impossible in the Soviet Union to talk about a second “real” version 
of socialism, just as it was also impossible to analyse the realities of state 
socialism in terms of communism. A “modus vivendi” in Eastern Europe 
was found in the euphemistic term of “real socialism” while in the Soviet 
Union they used the term of “developed socialism”.

The ideology of developed socialism, within the framework of a 
technicist-scientizing myth, reflected the picture of a “highly organized” 
society “catching up with” or rather “overcoming” the West, and this evo-
lution through utilizing the “achievements of the scientific-technological 
revolution” would continually widen the range of consumption for the 
people. The picture was further beautified by introducing the notion of 
the “universally developed man”.47 This was nothing else but a return to 
the “fundamental law” of socialism invented by Stalin, though there was 
a fundamental difference. During the Stalinist period and for about fifteen 
years after, the economic and technological gap between the Soviet Un-
ion and the West had significantly diminished. However, from the middle 
of the 1970s the gap had started to grow again, which helped further 
undermine the authenticity of an ideology that had completely broken 
with reality. This made it almost impossible in Hungary to teach the idea 
of developed socialism.48 

The basis for a centralist-scientizing correction of the planned economy 
was the economic development of the Soviet Union and the GDR, 
whose ideological apotheosis was embodied in the notion of developed 
socialism. The Hungarian reforms of 1968 and the events in Yugoslavia 
had led to experiences concerning the nature of development of what 
took shape in the notion of market socialism (which appeared to be a 
petty-bourgeoise “deviation” from the perpective of the ideology of de-
veloped socialism). But it was common in both trends that they categori-
cally refused che Guevara’s ethical socialism built on enthusiasm and 
egalitarianism49 which both trends described as a nightmare combining 
the elements of the chinese cultural revolution and Maoist “petty bour-
geois egalitarianism”.

Preparation of a theoretical alternative to “developed socialism” started 
with the impetus given by theoretical initiatives in the Khrushtchov-are and 
under the influence of the Yugoslav self-governing experiments. However, 
the new critical interpretations of socialism were also inseparable from 
the revolutionary movements of 1968 (Berkeley – Paris – Prague). It 
was the time of the economic cycle which resulted in an economic boom 
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Eastern-Europe). The welfare states in the West seemed to have already 
reached their maximum, while in the East the Soviet Union and its allies 
had considerable success in “catching up with” the consumer societies.

The crisis of the consumer society was only manifest in a slowing 
down of economic growth. The key ideas of this “neoliberal” turn were 
the oil-price boom and oil crisis, the debt-trap and, later, privatization 
and deregulation. It is true, 1968 was the year of the left – both in the 
sense of upsurge and defeat. There were specific ties, on the one hand, 
between anticapitalist and – at the same time – anti-bureaucratic efforts, 
as well as pursuit of a system of values built on the freedom of individuals 
comprising a community and, on the other hand, movements searching 
for an anti-Stalinist – antietatist socialist way. While in the West, mainly 
as a consequence of the spiritual influence of the new left, the decisive 
notion of the struggle was a romantic but theoretically articulated idea 
of commune-socialism, the “theory of revolutionarizing the way of living” 
(this trend had also found its way to the eastern part of Europe50), in cen-
tral-East-Europe the notions of the market and decentralised economic 
management began to become synonymous with freedom. While all over 
the Earth, the “world revolution” of 1968 emphasized aims and move-
ments fighting against bureaucracy, racism and struggling for changes of 
lifestyle, civil and feminist rights, etc. it had no viable economic alternative 
to the universal system of capital.

The works of György Lukács and Ferenc Tőkei had theoretical and 
ideology-historical importance since they revealed the Stalinist roots of 
the ideology of developed socialism. As for Stalinism, they defined it as 
the special Soviet form of state socialism (“political socialism”) and a par-
ticular form of “socialism”.51 While reconstructing Marx’s social formation 
theory, Tőkei Ferenc rejected the practice of “socialism in one country” 
based on an isolationist social-theoretical system which, he proved, had 
been an unscientific presumption. Secondly, Tőkei re-examined the idea 
and historical development of the relationship between community and 
individual, as theoretical preconditions of a new theory on socialism. 
Thirdly, he re-interpreted the theory of the modes of production on the 
basis of Marx’s works. In analysing the alternative to the new socialism 
as a historical possibility, he started out from Marx’s theory of communism 
while the concepts of commodity production, market, etc. he deduced 
from the concepts of capital and private property.52 

But these theoretical interpretations could only play a limited role and 
never penetrated the borders of the Soviet Union. To illustrate the situ-
ation it is enough to mention the fact that Democratisation Today and 
Tomorrow, Lukács’ most important systemic critical work on the topic writ-
ten in 1968, was first published in Hungary only in 1988.53 After Lukács’ 
death, starting out from his critical reception, his followers opened a new 
chapter in the search for an alternative interpretation of socialism; first as 
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approach.54

Lukács György and Tőkei Ferenc had a critical approach to the Hun-
garian economic reforms; simultaniously and equally condemning the 
attempts of both Stalinist and bourgeois restoration. In order to avoid 
capitalist restoration, they suggested the process of socialist reforms 
should “go back” to the self-organizing Russian “Soviet-communist” tra-
ditions and social control over production and state power. This idea of 
Lukács’, which determined the theoretical thinking of the new left in the 
West, seemed to be a threatening challenge, both for the supporters of 
“developed socialism” (that is, a conservative form of state socialism in 
the Brezhnev era) and those of “market socialism”. Unfortunately – as 
a matter of fact – Lukács’ concept lacked an alternative economic/eco-
nomic political concept able to satisfy the basic needs of a transitionary 
period.

Lukács’ interpretation of the reforms clashed with the ideas represented 
by both the advocates of the market (“revisionists”) and the supporters 
of the socialist state control (“dogmatics”), since Lukács considered the 
political and economic reforms an integral process and rejected the idea 
that socialism could be simplified to the management of power. Forced by 
the logic of subsistence, both trends finally found a common perspective 
in the notion of “market socialism” inasmuch as – following Stalin’s ideas 
– the Soviet reform idea was also under the influence of the market and 
money but this could openly show itself only ten years later in the Soviet 
Union. Though in an article in 1983 Andropov55 analysed the importance 
of and possibility to implement the socialist principle of distribution ac-
cording to work, this had even less effect than that of the “self-governing” 
program of the XXIInd congress.56 

In Hungary where theoretical thought had a deeper tradition, the 
Kádár-system did its best to prevent any serious anti-Stalinist left-wing 
opposition developing. In this way all oppositional potential was forced 
to concentrate on the right-wing of the system (i.e. on a bourgeois demo-
cratic platform). The resolution passed by the PolitBuro of the central 
committee of the Hungarian Socialist Workers’ Party on 8th May 1973, 
condemned Lukács’ followers for “breaking with Marxism-Leninism” and 
clearly represented a complete and radical rejection of a “new left” critism 
of state socialism. The document considered the Utopian new socialist 
initiative as its main ideological threat: “Neglecting the experiences of 
the communist world movement and the building socialism of more than 
half a century, practically pushing aside these experiences they are 
trying to work out a new, revisionist-new-left wing theoretical-political 
concept, a new strategic line, in order to bring about ‘a socialist society 
in the future’ as well as a desired ‘socialist movement’ willing to fight for 
these aims.” The document concretely names the advocates of these 
ideas: “The ‘radical need’ – the document writes – breaks to surface in 
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aspiring to radically reform the way of living, preserving the traditions of 
the West-European and American new left, and also the ‘oppositional-
cultural’ movements, commune-movements, the new, non-tradeunionist 
‘movements for women’s liberation’”, but they sometimes are present in 
the workers’ movement as illegal strikes which explode by avoiding – or 
in some cases directly opposing – the traditional political and interest-
protecting workers’ organizations; the strikes no longer fight against the 
inner structure based on the authority of the capitalist plant organisation, 
but in order to seize control of production processes and the right to 
manage them. Such movements and ambitions of ‘radical need’ – ac-
cording to András Hegedűs and Mária Márkus – do exist in the socialist 
counties, in our country, too.”57 Though the document reflects a shift of 
view from developed socialism to market socialism if 1968, it still foresaw 
the future problems, pointing out that there were deep contradictions 
between the commodity producing, market economy and the collective 
society of socialism – both demanded by the oppositionists – which could 
not be reconciled if they really wanted to dissolve the problems. Their 
new left-wing starting point should be completed with a “new right wing”, 
liberal concept.

The fundamental problem for the authors of the party document was 
the threat against the ideological legitimacy of the system since the new 
left had started to outline an alternative concept of socialism which was 
to leave behind the limits of state socialism. This sphere of thought made 
György Bence and János Kis publish a book in Hungarian (A szovjet 
típusú társadalom marxista szemmel. The Soviet-type Society From a 
Marxist Point of View),58 in 1983 in Paris, in which they analysed Soviet 
reality from the viewpoint of self-governing socialism. Here we can also 
refer to similar ideas in the 1980s represented by László Lengyel, Tamás 
Bauer and others. consequently, the best known followers of Lukács 
had not given up the socialist alternative. Under the direct influence of 
the Polish Solidarity movement ágnes Heller, Ferenc Fehér and György 
Márkus wrote in their Australian exile in the preface of Dictatorship Over 
Needs: “all three of us are convinced that, compared to its present state, 
the world needs more – not less – socialism.59 One of the reasons for this 
persistance was that none of them thought of capitalism in Eastern-Eu-
rope as a democratic alternative. This view was a universal idea among 
intellectuals on the left during this whole period. 

The theory of state capitalism as a theoterical dead end

As a theoretical and historical problem, socialism remained important for 
the Hungarian intellectual left after the change of regime since the prob-
lem not only has a cultural, but also a political side and so it affects their 
own legitimacy. Evidently, mainstream nationalist and liberal discourses 
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izing that the authentic left has no other independent intellectual basis 
but socialist traditions, mainstream ideologists have done their best to 
discredit and falsify this tradition. Discussion within the socialist left has 
also had to take this situation into account. The “new” theoretical debates 
on the left after the change of regime have mainly been around the evalu-
ation of the character of the fallen system and historical perspectives of 
socialism. In a theoretical sense, these points at issue can be character-
ised as state socialism versus state capitalism. 

The advocates of the state capitalist theory do not see state socialism 
as a post-capitalist, but as a simple capitalist formation – as they have 
done for many decades. The usage of the idea as a formation-theoretical 
approach originated in the 1920s and 1930s.60 The debate on the problem 
of state socialism versus state capitalism in Eszmélet has also recently 
crystallized into these two interpretations, these dominant trends.61 For 
some of our authors, the notion of state capitalism seems to be so evi-
dent that it does not need any scientific explanation, only some logical 
interpretation.62 

The new wave in recent debates in Eastern-Europe,63 in a political-
practical sense, is undoubtedly connected to the change of regime when 
different groups and organizations of West-European Marxists came to 
the countries of the former Soviet block in order to ‘convert’ the remnants 
of socialist-communist left into supporters of their views.The state capital-
ist theory often served as an ideological basis for these organizations. 
One of these trends was represented by the British Socialist Workers 
Party (SWP) which tried to popularize Tony cliff’s well-known view of state 
capitalism. There are still several ex-Trostkyist and other intellectual-po-
litical groupings who believe that the ultimate clue to all secrets lies with 
this theory. György Wiener aptly described the notion of state capitalism 
as an ideological stance whose aim is to ideologically discredit “real 
socialism”: “All the so-called ‘reformist forces’ in the Hungarian Socialist 
Workers Party which had come to confront the former socialist experi-
ments, tried to legitimate their view by stating that they only wanted to 
change the dictatorial and ineffective state capitalism with a democratic 
and effective private capitalism. That is why many people say that what 
happened in 1989 was not a real change of regime, but only a shift from 
one form of capitalism to another.”64 

One of the latest forms of the state capitalist theory is expressed in 
Stephen A. Resnick and R. D. Wolff’s Class Theory and History65 which 
summarizes earlier research of the authors. Their main concept is that 
the way the state functioned in Soviet system was fundamentally similar 
to the state in the capitalist countries, relying on surplus labour and ap-
propriated surplus value. In the introduction to their voluminous work, 
Resnick and Wolff explain their principles: “As this book shows, the 
Soviet revolution’s alterations of property and power distributions did 
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were divided into producers and appropriators of surplus and recipients 
of shares of that surplus distributed to them by the appropriators. The 
USSR’s organizations of its industrial surplus – the priority focus of Soviet 
economic policy through its history – remained capitalist. The USSR did 
not change the form of the capitalist class organization from a private to 
a state capitalism. For example, in place of private boards of directors 
appropriating the surplus produced by industrial workers, the USSR 
substituted state officials as the appropriators. The mass of industrial 
workers, as before 1917, produced a surplus appropriated by others and 
distributed by the latter to still others…We believe that this definition of 
class, a central contribution of Marx’s work, was largely lost to the Marx-
ian tradition after him….Marxian theories defined class in property and 
power-terms… Since we reject their shared property and power definition 
of class and deploy instead a surplus definition, our assessment of the 
capitalism/socialism confrontation and its embodiment in the history of 
the USSR is different from all of theirs.”66 

The authors are right to reject the legitimazing ideology of Soviet and 
East-European Marxism-Leninism and claim that the structure of the divi-
sion of labour and the social divion of labour, compared to its capitalist 
functioning, did not go through a radical change during the Soviet era. 
They are also correct in presenting the problematics mentioned above as 
– at least one of – the main reasons for the lack of necessary changes. 
But we must point out that, in the Soviet Union and later in its East-Eu-
ropean allies, there came into existence a specific way for appropriating 
surplus labour and surplus value, which had nothing to do with Marxian 
analyses of capitalist development. Neither did it have much in com-
mon – in a formation theory sense – with the state capitalist praxis that 
crystallized in the West. From a socio-historical viewpoint, the problem 
traditionally focuses on the bureaucracy being a ruling strata or class. 
The authors’ answer to this problem is that, despite the bureaucracy 
being a structured social group having no property, they still disposed 
of the surplus value. When defining the notion of class, several Hungar-
ian theoreticians – continuing in the neoliberal tradition – put aside the 
problematics of power and property relations, simplifying the issue to only 
its economic aspects. (A rigid separation of politics and economy is not 
only characterictic of Anglo-Saxon thinking, it also has come into fashion 
in Eastern-Europe following the change of regime.) That is why in the 
system we call state socialism, state property – thanks to the revolution 
– did not build on the rule of capitalist private property (as in actual capi-
talism), but has a far reaching impact on both the formation of classes 
and the existence of classes. 

In state socialism – obviously also in contast to actual, West-European 
state capitalism – selling and buying state property as well as the private 
accumulation of capital was illegal, though certain goods produced in the 
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developmental characteristic of this system was that the appropriation 
and division of surplus labour did not aim to maximize profit. What is 
more, the state (and the party) spent a lot on non profitable sectors (edu-
cation, higher education, public health system, workers’ recreation, etc.) 
which never happened in Western-Europe. It is obvious that one cannot 
define the notion of socialism, or any other system, exclusively on the 
basis of distribution. Yet, though state socialism evidently does not con-
stitute a basic part of socialism as a social formation, it would be wrong 
to throw out certain considerations and practical methods of distribution 
(“free” public health service and education, etc.) from the theoretical and 
historical notion of socialism.67 In terms of public services, privatization 
only extends to those areas that produce profit. The bourgeoisie and 
their parties generously leave the rest as non profitable to the “public” 
or state’s disposal. (The fact that the state can have a “socialistic” func-
tion is well shown – indirectly – in the intensive struggle capital wages 
against the institutions of social state.) The socialist tendency in state 
socialism was most obviously present in the “pressure carried out with 
state-legal means in order to re-distribute goods to strengthen ‘socialistic 
elements’”68, to help the poor, to open kindergartens, etc. As I have tried 
to analyze it above, state socialism abolished several structures of the 
capitalist economic process (including the historically defined form of the 
bourgeoisie) but, at the same time, got stuck in a phase of development 
which all serious Marxists, including Bolshevik intellectuals from the 
left-wing radicals to Kameniev and zinoviev, described until the end of 
the 1920s as a “deadlock” of the special transitional period.69 Despite of 
this process, the nationalization of “communist structures” (for example, 
communes) did not restore the ordinary capitalist social order, it did not 
restore the capitalist way of appropriating surplus, since – as we have 
analysed it above – surplus was not appropriated for private purposes. 
It would be a mistake to set aside the differences between private and 
community appropriation even if “common aims”, to a certain extent, 
serve to support the ruling apparatus.

Lenin’s notion of state capitalism – also mentioned above – is also 
instructive for our analysis. The Leninist definition of the NEP period has 
two relevant theoretical elements. First, in a multi-sectoral market society 
the general existence of bourgeois relations is always present. Private 
capital and the concessional policy of the Soviet government reckoned 
with the specific presence of capital relations. Speciality here derives from 
the peculiar way the Soviet state conducted Soviet capitalism: “there is 
capitalism without capitalists”. It was this system which Lenin defined as 
state capitalism (in quotation marks). Second, Lenin saw the problematic 
of socialism as multi-sectoral, state-supported islands consisting of a 
network of independent and voluntary communities and cooperatives. 
Thus, the Stalinist system was essentially different from the fundamen-
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0 tals of the NEP-period, but Resnick and Wolff do not pay any attention 

to collectivization and industrialization, including total nationalization. For 
them, everything turns out to be identical with everything else. can it be 
true that Lenin, Stalin, Kádár, Thatcher, Reagan were all agents of the 
very same system?

In his article, Péter Szigeti correctly reaches the conclusion that the 
whole system of appropriation of surplus labour – even in Stalin’s era 
– was entirelly different from the mechanisms characteristic of in state 
(monopoly) capitalist Western countries. We must not forget that the pro-
fessional management apparatuses in East-European socialist counties 
were heavily dependent on social and political organizations which could 
remove apparatchiks at any time and prevented them from accumulating 
private property. The organs of the state planned economy did not distrib-
ute surplus value according to the traditional logic of capital accumula-
tion. In the history of the Soviet Union state accumulation came from the 
abolition of the system of private accumulation, private appropriation and 
profit production. That is why the change of system took place in 1989, 
because a narrow social strata wanted to transform state accumulation 
into private accumulation of their own, state property into private property 
– in the way Trotsky had foreseen.

 A mechanistic view built on the notion of surplus does not take into 
account the problematics of accumulated anticapitalist or even socialist 
intellectual-cultural values and puts aside its seven decade history. This 
view forgets the fact that in order to gain control over the surplus labour, 
“rectangle” workshop committees in workplaces were formed, which 
could maintain given structures of production, preference in recrea-
tion, hold off unemployment, etc. Still, the workers did not defend state 
property in 1989 since – as Szigeti has correctly pointed out – “it was 
not their property”.

The theory of state socialism cannot explain why, at all the important 
transitional periods of the system, there has always been, including the 
XXIInd congress of ScP (1961) mentioned above, at least a limited re-
turn to the concept of class and socialism that promised a step towards 
social self-government, can one forget about the experiment in the period 
of perestroika, which tried to bring about a network of non hierarchical 
partnership of productive communities – simultaneously fighting against 
the determining “laws” of market and state? We can still remember first 
secretary Andropov’s turn in 1983 who, understanding the inner contra-
dictions of the system – and perhaps drawing the sad conclusions of 1956 
– returned to an anticapitalist theory of producers’ self-government.70 
True, Gorbachev, as a “thoughtful politician” fearing the consequences of 
the workers’ movements, turned back to the market ecomony of the elites, 
which enjoyed a universal support of the West. He then he struck a com-
promise with Yeltsin against the powers of state socialism and socialism. 
Or was it a mere incident that the “revolutionary” Hungarian multi-party 
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1parliament cancelled paragraph 12 in the constitution of the Hungarian 

Republic which – under the pressure of the workers’ self-governments 
and their representatives – stated: “The state allows the setting up and 
functioning of producers’ self-governments and self-management”? 
(Former communist, prime minister, Miklós Németh also voted against 
the workers’ self-governments.)

However, arguing with Szigeti’s viewpoint, Wiener convincingly states 
that there were no technical-technological conditions which could have 
helped the state economy survive in the long run since the specific sys-
temic mechanisms of interest relations did not make it possible. Wiener 
explains his view through the example of the permanent existence of 
shortage economy. As we have shown above in respect of historical ex-
periences, in periods of crisis there were two main directions in which to 
move: either towards workers’ self-management or towards the privatiza-
tion of state property (see the developments of 1920-1921, 1945-1948, 
1956, 1968, 1980-1981, 1988-1991; the reader can have a detailed 
analysis of the historical changes elsewhere).71 (During the 1920s and 
1930s the programs of forced industrialization and workers’ self-man-
agement were antagonistic, something the left opposition could hardly 
understand in the first half of the 1920s. Today we must admit that the 
one-party system of state socialism – mainly because of the interests of 
the privileged social groups – could neither practically nor theoretically get 
along with institutions of direct democracy. That is why I think a socialist 
program – for theoretical reasons – cannot be built on the coexistence 
of one party system and direct democracy. (István Mészáros’ theoretical 
work gives the standard analysis on this problem72). 

The theory of state capitalism blurs the theoretical and practical lines 
rather than helps understand them. Using the ideas of Resnick and 
Wolff, that communism is a system in which the dimensions of class 
structure are not in power, where community production formations are 
not rendered hierarchically, where control over produced commodities 
and surplus labour remains in the hands of the community – we naturally 
have no objection to this definition since it has been the “offical” credo of 
the Hungarian systemic critical left for the last fifteen years.

Notes

1 See this document in J. Arch Getty – O.V. Naumov, The Road to Terror. Stalin 
and the Self-Destruction of the Bolsheviks, 1932-1939. Yale University Press, New 
Haven-London, 1999. 212-215.

2 The process of historicizing presumed homogeneous methodological founda-
tions. However, Marxism-Leninism had always been declared to unite three main 
fields.As a matter of fact, these three fields (scientific, theoretical-ideological and 
legitimating ideological aspects) never made up an organic unity.
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2 3 Quite a few historians tend to underestimate the fundamental connections and 

theoretical-historical importance of the notional thinking during the Stalinist era; 
what is more, it has become a general trend to consider Marxism-Leninism a kind 
of religion and analyze it according to religious structures.

4 This school of historiography has long been represented on a high standard 
by – among others – J. Arch Getty and Sheila Fitzpatrick. 

5 At the international roundtable conference on the publication of the latest Rus-
sian archieval sources L. S. Leonova reminded of the biased way the authorities 
had collected the citizens’s letters to “the power structures” and she added that 
the letters may even mislead historians in an appropriate evaluation of how deeply 
the masses had identified themselves with the party line and how strong the his-
torically elevating force of “the enthusiasm of the builders of the new society” had 
really been. ’Vlasty i sovetskoe obshchestvo v 1917-1930-e godi: novie istochniki’. 
Otechestvennaia istoria, 2001:1, 133.

6 After the Soviets came into power state accumulation of capital had almost 
“unawares” become an essential problem as finding the ways of how to squeeze 
the extra profit out of the workers were a question of life and death for the “pro-
letarian dictatorship”. According to the majority of the GPU reports the workers’ 
dissatisfaction with the system since the 1920es had resulted from the state lag-
ging in paying them their salaries, and from time to time the workers demanded a 
pay-rise either because of the rising norms or because of the bad living conditions. 
Compared to these economic or financial claims the importance of the political 
demands was negligible. What is more, there were demonstrations for a pay-rise 
despite of political loyalty. On this problem see the first of the 10 volume docu-
ments that will soon be published: ’Sovershenna sekretno’: Lubianka – Stalinu o 
polozhenii v stranie (1932-1934 gg.). 1st vol. Parts 1-2. Institut Rossiiskoi Istorii 
AN RF, Moscow, without date.

7 For the theoretical interpretation of Marxist communism see Tütő László, 
„A ’kommunista társadalom első szakasza’ Marx elméletében”. In Egy remény 
változatai. Fejezetek a szocializmusgondolat történetéből (Variations on a Hope. 
chapters on the History of Socialist Thinking). (Szerk. Kapitány ágnes és Kapitány 
Gábor.) Magvető Kiadó, Budapest, 1990, 56-99.

8 Documents on this problem see in Szakszervezetek és államhatalom. ELTE 
ÁJTK, Politikatudományi Füzetek 5, Budapest, 1985.

9 A general perception philosophically connecting to this problem was latently 
present in György Lukács’ famous History and Class Consciousness in 1922; here 
Lukács registered a contradiction between “the theoretical consciousness of the 
proletariat and the organizational form [the communist party] of this conscious-
ness”: the real historical “capacity” and chances of the European (and, in a different 
way, the Russian) proletariat were far from being able to accomplish the task of 
“liquidating” itself as a working class. 

10 For a concrete historical analysis of interiorizing and monopolizing Leninism 
see Krausz Tamás – Mesterházi Miklós, Mű és történelem. Viták Lukács György 
műveiről a húszas években (Theory and History. Debates on György Lukács’ 
Works in the 1920s). Gondolat Kiadó, Budapest, 1985, 101-129.

11 This method of “merging” is especially charasteristic of historians and political 
analysts all over the world who get stuck in the narrow framework of the theory 
of totalitarianism. This approach may even appear among authentic left-wing au-
thors e. g. in Guy Debord: “Proletariat as a subject and representation”. Eszmélet 
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350, 77-101. This mistake essentially derives from a theoretical abstraction which 

originates the objective limits of the Russian October revolution from subjective 
mistakes. In his article Debord’s interpretation of Lenin’s theory on how to seize 
power even before 1917 is completely placed within these perspectives. 

12 For the history of the debates about this slogan, see Krausz Tamás, „Szocia-
lizmus egy országban. Megjegyzések egy történelmi vitához.” (Socialism in one 
country. Remarks on a historical debate). Medvetánc, 1981: 1-2.

13 For the history of the debates see Krausz Tamás, Pártviták és történet-
tudomány. Viták „az oroszországi történelmi fejlődés sajátosságairól” különös 
tekintettel a 20-as évekre. (Party Debates and Historical Science. Debates on 
the „peculiarities of the historical processes in Russia particularly in the 1920s). 
Akadémiai Kiadó, Budapest, 1991.

14 The notion of the Asian mode of production could be easily connected to the 
specifics that mainly characterized the “totalitarian” nature of state power and 
could also be applied to the system of Soviet state socialism. For a theoretical 
reconstruction of this idea see Tőkei Ferenc, Az ázsiai termelési mód kérdéséhez. 
(On the Problem of the Asian Mode of Production). Kossuth Könyvkiadó, Buda-
pest, 1965.

15 I.V. Stalin, Dialectical and Historical Materialism, In Stalin, Problems of 
Leninism, Foreign Languages Press, Peking, 1976 in www.marx2mao.com/Sta-
lin/DHM38.html p. 855. History knows five basic types of modes of production:” 
primitive communal system is succeeded precisely by the slave system, the slave 
system by the feudal system, and the feudal system by the bourgeois system” 
and socialism.

16 On the Draft constitution of the U.S.S.R. (Report delivered at the Extraordinary 
Eighth congress of the Soviets of the U.S.S.R. 25th November, 1936.) On the Draft 
constitution of the U.S.S.R. in www.marx2mao.com/Stalin/Sc36.html p. 806. 

17 Ibid. 808.o.
18 Ibid. 618-619.
19 See Stalin, Dialectic and Historical Marxism, Ibid, 867.
20 Stalin, Report to the Eighteenth congress of the c.P.S.U. (B.) on the Work of 

the central committee. In Problems of Leninism, ibid, 928. o.
21 “The government of persons is replaced by the administration of things and 

the direction of the processes of production. The state is not ’abolished’, it withers 
away.” Fridrich Engels, Anti-Dühring. Patizdat, 1933, p. 202.

22 See Stalin, Report to the Eighteenth congress…, pp. 874-972.
23 Ibid, 929.
24 I.V.Stalin, Economic Problems of Socialism in the U.S.S.R. Foreign Language 

Press, Peking, 1972, p.4.
25 On this problematic see Tütő László’s article quoted above, here he attemps 

to reconstruct Marx’ theory on socialism. In: Egy remény változatai. Fejezetek a 
szocializmusgondolat történetéből. (Variations of a Hope. chapters on the History 
of Socialist Thought). (Szerk. Kapitány Ágnes és Kapitány Gábor) Magvető Kiadó, 
Budapest, 1990, 62-63, 69-70. o.

26 Bauer Tamás summarized later – from the perspective of market economic 
reforms – how the state socialist political economy textbooks interpreted commod-
ity production “On the Politoeconomic Interpretation of the East European Planned 
Economy”. Medvetánc, 1982:2-3, 189-198. The author wrote about a certain type 
of relationship between state socialism and capitalist market economy claiming: 
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4 “The superiority of planned economy, the advantages of conscious central direc-

tion, are thought to be present in the planned formation of the main proportions of 
the national economy and in guaranteeing a fast and balanced economic growth. 
My experiments on the investment cycles have proved that in the East-European 
planned economies there is an ex post, feed-back regulation concerning both 
the tempo of development and the regulation of the main proprotions and of the 
inner and external balance…the alternative of the commodity fetish of the capi-
talist market economy is not a conscious regulation and a transparent economic 
relationship for the direct producer but another bypass, the world of plan fetish 
where the cunning laws of plan-bargaining prevail over the law of the market 
competition-jungle.” (197-198.) 

27 On Lenin’s interpretation of socialism see Tütő László – Krausz Tamás: „Lenin 
a szocializmusba való politikai átmenet időszakáról” (On the transitional period to 
socialism). Társadalmi Szemle, 1984: 6-7.

28 Stalin: Economic Problems of Socialism, ibid, p. 15.
29 In this speech he went as far as to say: “Take, for instance, the distinction 

between agriculture and industry. In our country it consists not only in the fact that 
the conditions of labour in agriculture differ from those in industry, but, mainly and 
chiefly, in the fact that whereas in industry we have public ownership of means 
of production and of the product of industry, in agriculture we have not public, 
but group, collective-farm ownership. It has already been said that this fact leads 
to the preservation of commodity circulation, and that only when this distinction 
between industry and agriculture disappears, can commodity production with all 
its attendant consequences also disappear. It therefore cannot be denied that 
the disappearance of this essential distinction between agriculture and industry 
must be a matter of paramount importance for us.” In Economic Problems of 
Socialism, p. 27.

30 Ibid, 15. The difference between the mixed market economy and the planned 
economy in the state socialism has simply “vanished”.

31 In a critical analysis on Stalin’s ideas Tőkei Ferenc pointed out these deficien-
cies some decades ago. Tőkei Ferenc: A társadalmi formák marxi elméletéhez. 
(On the Marxian Theory of Social Formations) Kossuth Könyvkiadó, Budapest, 
1988, 24-26. 

32 L. Trotsky: “The Bonapartist Philosophy of the State”. Biulleten oppozicii, 
May-June 1939.

33 Marx’ explanation on the notion of freedom in the Critique of the Gotha Pro-
gram says: “Freedom consists in converting the state from an organ superimposed 
upon society into one completely subordinate to it; and today, too, the forms of 
state are more free or less free to the extent that they restrict the ’freedom of the 
state’”. Marx: Critique of the Gotha Program, www.marxist.org/archieve/marx/
works/1875 part 4; Lassalle – Szabó András György writes – considered the case 
of workers’ cooperatives as a “matter of the state”. “In a letter written to Kautsky 
on 16th February, 1884 Engels went on to say there was a chance for a capitalist 
and dictatorial state socialism to evolve on a communistic base!… Engels played 
a decisive role in formulating the draft of the Erfurt Program in 1891 when he 
stressed: ’The Social Democratic Party refuses the idea of so-called state social-
ism…which replaces the capitalist with the state and this way it unites the power 
to exploit the workers economically and oppress them politically.’” Szabó András 
György: „Marx és az államszocializmus”. (Marx and state socialism) Eszmélet, 
1990: 4, 110, 113-114. 
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534 Tőkei Ferenc, Ibid, 15-34.

35 Ibid, 21-22. 
36 “In the second phase of communist society, the amount of labour expended 

on the production of goods will be measured not in a roundabout way, not through 
value and its forms, as is the case under commodity production, but directly and 
immediately – by the amount of time, the number of hours, expended on the 
production of goods. As to the distribution of labour, its distribution among the 
branches of production will be regulated not by the law of value, which will have 
ceased to function by that time, but by the growth of society’s demand for goods. 
It will be a society in which production will be regulated by the requirements of 
society, and computation of the requirements of society will acquire paramount 
importance for the planning bodies.” Ibid, p. 22. 

37 “The economic consequence of the existence of two opposite camps was 
that the single all-embracing world market disintegrated, so that now we have two 
parallel world markets, also confronting one another.” Ibid, p. 30.

38 Ibid, pp. 30-31.
39 “The main features and requirements of the basic economic law of modern 

capitalism might be formulated roughly in this way: the securing of the maximum 
capitalist profit through the exploitation, ruin and impoverishment of the majority 
of the population of the given country, through the enslavement and systematic 
robbery of the peoples of other countries, especially backward countries, and, 
lastly, through wars and militarization of the national economy, which are utilized 
for obtaining of the highest profits.” Ibid, p. 38-39.

40 Ibid, 40-41.
41 One of the first, shocking example of the state-capitalist theory was Tony Cliff’s 

State Capitalism in Russia. London, 1974.
42 See L.D. Trotsky: Revolution Betrayed. chapter 9. part 3. in www.marxists.org/

archive/trotsky/works/1936.htm . On the problem itself see Tamás Krausz: Szovjet 
thermidor. A sztálini fordulat szellemi előzményei, 1917-1928. (Soviet Thermidor. 
The Intellectual Preliminaries of the Stalinist Turn, 1917-1928). Napvilág Kiadó, 
1996, 227-235. It was also published in Russian and in Japanese.

43 For the first time this outcome was predicted by Nicolai Ustralov at the begin-
ning of the 1920s. See on the problem Tamás Krausz: Szovjet thermidor. Later the 
analysis of the phenomena was carried out by the exiled Trotsky and his comrades, 
then M. Djilas: The New Class and the Hungarian authors, Iván Szelényi-György 
Konrád: Az értelmiség útja az osztályhatalomhoz (Intellectuals on the Road to 
class Power) dealt with the problem in the 1960s and 1970s.

44 See János Kornai: A szocialista rendszer. (The Socialist System) Heti Világ-
gazdaság Kiadó Rt., Budapest, 1993. In an article I pointed out the faults of his 
analysis from a historical point of view.

45 This intellectual approach is documented by György Földes: „A jövőtől a jelen 
felé. A pártoktatási tankönyvek szocializmus-képe 1945-1983”. In Válaszúton. 
„Létező szocializmus” – Politikai átmeneti időszak? Szocializmus? Kapitalizmus? 
(From Future Towards Present. The Image of Socialism in the Textbooks for Party 
Education 1945-1983”) ELTE ÁJTK Politikatudományi Füzetek 7, Budapest, 1988. 
(Szerk. Krausz Tamás és Tütő László), 117-136.

46 See Krausz Tamás: „Történeti adalékok a szocializmus politikai és elméleti 
értelmezéséhez”. (Historical contribution to the political and theoretical interpreta-
tion of socialism). Politikatudomány, 1987: 3, 3-29. The theoretical innovations of 
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6 the XXth and XXIInd congress were never put into practice. With Khrushtchov’s 

resignation the elements of renewal also disappeared since party leaders con-
sidered all changes to weaken the strength of the Soviet Union and the Party, the 
military and economic competitive position of the country.

47 R.I. Kosolapov: Socializm: K voprosam teorii. Misl. Moscow, 1975; A fe-
jlett szocializmus (Szerk. Elekes Sándor), (Developed Socialism), Kujbisevi 
Építőmérnöki Egyetem és a Budapesti Műszaki Egyetem, Budapest, 1977.

48 It was during its collapse that Marxism-Leninism undoubtedly showed its inca-
pability of explaining reality and helping people change it – though these features 
were used to legitimize the ideology for decades. This mainly legitimizing funcion 
remained intact even during the decade between 1953-1963 which seemed to 
bring about revolutionary changes by transforming the Stalinist system and which 
Lukács described as the “renaissance of Marxism”. 

49 See Köpeczi Béla: „Az újbaloldal” ideológiája, (The Ideology of the ’New Left’) 
Kossuth Kiadó, Budapest, 1974; Anderle ádám: „che Guevara”. In Horváth Gyula 
– Anderle ádám: Peron-Che Guevara. Pannonica Kiadó, Budapest, 2000.

50 One of the main ideologists of these processes was ágnes Heller whose main 
aim was to work out the ethical aspects of Marxism while György Márkus, another 
follower of Lukács György, dealt with the athropological completion of Marxism.

51 See Lukács György: A demokratizálás jelene és jövője. (Democratisation 
Today and Tomorrow) Magvető Kiadó, Budapest, 1988.

52 On this question see István Kardos’s interview with Ferenc Tőkei in 1983: „A 
szocializmus dialektikájáról” (On the Dialectics of Socialism). In: Tőkei Ferenc: A 
társadalmi formák marxi elméletéhez. (On Marx’s Theory of Modes of Production) 
Kossuth Könyvkiadó, Budapest, 1988, 522-525.

53 Lukács had always been regarded a “deviator” in the Soviet Union. (All the 
great figures of Marxist thinking had a confrontation with the Marxism-Leninism 
made in the Soviet Union.)

54 It is well known that since the beginning of the 1970s special “antietatist” 
alternatives had mainly been formulated by the neoliberal, monetarist economic 
policy which actually was deeply conservative and openly antisocialist. Naturally, 
not in the sense, that it had wanted the control of power be shifted directly to the 
self-organizing structures of society – just the other way round. The aim was to 
eliminate the “welfare state” since it had cost too much for the capital. A part of 
this attack was the answer to the problem of property: namely, privatisation, the 
transformation of state property into private property the advocates of radicaliza-
tion of “market socialism” had soon adopted. It was not in the interest of state- and 
manager-bureaucracy to transform state property into social, that is, “workers’” 
property since the real power of the separate apparatuses, the upper ruling strata 
was derived from control over property. See on this question Krausz Tamás: A 
hosszú tizenkilencedik és a rövid huszadik század. Tanulmányok Pölöskei Ferenc 
köszöntésére. (The Long 19th and the Short 20th century. Essays in Honour 
of Ferenc Pölöskei) (Főszerk. Gergely Jenő), ELTE BTK, Budapest, 2000, pp. 
293-312.

55 Yu. V. Andropov: „Uchenie Karla Marxa i nekotorie voprosi socialisticheskogo 
stroitelstva v SSSR”. Kommunist, 1983. február.

56 In the period of perestroika the short-lived ideas of “Leninist renaissance” 
and “Soviet communist” self-government (Yeltsin, Afanasiev) were short of any 
theoretical sophistication and intellectual depth; later they joined the extreme 
forms of neoliberal tendencies. See on this question Krausz Tamás: “Yeltsinism 
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7na vesah istorii”. In: Koniets Yeltsinshchini, Budapest, 1999. Vengerski Institut 

Rusistiki, pp. 127-165.
57 The document was fully published in Hiány, 1993:1. Further important docu-

ments on the topic were issued in Világosság, May 1989 and in Kritika, June 
1988.

58 The same authors represent both trends. At the beginning of the 1980s György 
Bence and János Kis (under the pen-name Marc Rakovski) attempted to recon-
struct and apply to real conditions the idea of self-governing socialism, while in the 
second half of the 1980s they returned as representatives of a (neo)liberal theory: 
ágnes Heller also made a similar turn. Rakovski, A szovjet típusú társadalom 
marxista szemmel. (The Soviet-type Society From a Marxist Point of View). Magyar 
Füzetek, Párizs, 1983; Fehér Ferenc-Heller ágnes-Márkus György: Diktatúra a 
szükségletek felett (Dictatorship Over Needs). cserépfalvi, Budapest, 1991. 

59 Fehér Ferenc-Heller ágnes-Márkus György: Diktatúra a szükségletek felett 
(Dictatorship Over Needs). cserépfalvi, Budapest, 1991, 16.

60 More than 25 years ago I studied this aspect of formation-theoretical debates 
in Soviet historiography whose boiling point was the debate about the Asian 
mode of production at the turn of the 1920s. This analysis later was published 
in Hungarian and a part of it also in Russian, see Krausz Tamás: Pártviták és 
történettudomány. Viták az „orosz történelmi fejlődés sajátosságairól” különös 
tekintettel az 1920-as évekre (Party Debates and Historical Science). Akadémiai 
Kiadó, Budapest, 1991. and Tamas Krausz: „Svoeobrazie ruskogo istoricheskogo 
processa: o diskussii Trockogo i Pokrovskogo” in Istoricheskaia nauka Rosii v XX 
veke (ed.Alekseeva). Skriptori, Moscow, 1997. pp. 200-217.

61 The notion of state socialism on the basis of Marxian theory was first recon-
structed by András György Szabó , a theoretician who has died since, in „Marx és 
az államszocializmus” (Marx and state socialism), Eszmélet, No. 4. pp. 103-114.

62 Ana Bazac, an analyst from Romania defines „Stalinism as an izotop of capi-
talism”. As a matter of fact she does not make distinction between stages or types 
of state socialism. What is more, she thinks Stalinism was based on private prop-
erty which she deduces from the low level of the forces of production. Ana Bazac: 
„Néhány gondolat az államszocializmus-vitához” (Some thoughts to the debate 
on state socialism). Eszmélet, No. 62. pp. 27-46. In one of her former writings, 
Ana Bazac – who militantly represented the state capitalist view point – remarked 
with a certain disappointment that „even Lukács failed to comprehend the inherent 
capitalist basis of Stalinism”. He failed to do so as Lukács had another concept and 
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