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CHAPTER THREE

THE POLITICAL PRECONDITIONS OF REFORMS

Section A: The origins of the communist regime

The social, economic and political histories of
Czechoslovakia and Hungary prior to the Second World War
show striking long-term contrasts which were to have
significant formative impact on their respective Communist
Parties. These contrasts persisted under the surface of the
enforced uniformity of their political and economic
organisational patterns, which followed the establishment of
communist single-party regimes in 1948. Both countries
inherited from their experiences under the Habsburg empire
strong nationalist traditions, but the Czechs, the dominant
nation in the new Czechoslovak Republic which came 1into
existence in 1918 after the collapse of the empire, combined
their nationalism with a commitment to democracy and, on the
part of the majority, also to socialistic 1deologies. In
Hungary, however, the development of democratic institutions
took very much second place to the achievement of Magyar
autonomy; socialism, never winning majority support, was
rejected as an alien creed, hostile to the national cause,
in the wake of the 1919 communist revolution.

Behind this divergence lay contrasting social
structures and levels of economic development. The Czechs
and Slovaks were nations without aristocracies, the latter
having been wiped out in the course of establishing Habsburg

and Magyar domination respectively over their territories.
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The Czech provinces were, furthermore, the most highly
developed industrial areas of the empire: a substantial
proportion of the Czech nation consisted of the industrial
workforce of largely German-owned factories. Class and
national conflicts to a considerable degree overlapped.l
The roots of social democracy in the nation were to be found
in this established working class which already in 1848 was
a major political actor, and later in the nineteenth century
gained significant Trade Union experience. The Social
Democratic party (SDP), founded in 1878, was the oldest
organised political force of the Czech nation, after 1896
gaining experience of electoral and parliamentary politics.
With the achievement of the universal franchise in 1907, the
SDP won 24 seats in the Austrian Parliament, and, with a
mass membership of 130,000, it had become the largest and
strongest Czech party, closely associated with the national
cause.2 A non-marxist socialist party existed, the National
Socialists, drawing support mainly from middle-class
professionals and bureaucrats, which was weaker in numerical
terms but disproportionately influential in national life by
virtue of the support of Tomd$ Masaryk, founder President of
the First Republic, and the Party's joint leader, Edvard
BeneS, Foreign Minister in the Republic and later President,
succeeding Masaryk in 1935.

When the First Republic was established, it took with
it two thirds of the old empire's industry, but only one
quarter of its population and one-fifth of its land area.
Socially relatively egalitarian and economically advanced
(with the exception of Slovakia which had been preserved in

a state of rural stagnation under Magyar rule), the politics
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of the Republic were democratic in form and progressive,
social-reformist in policy orientation.4 In the first
elections to the National Assembly in 1920, the SDP emerged
as by far the strongest party, winning 74 of the 281 seats
on the basis of 25.6 per cent of the popular Vote.5 From
1919 to 1920 a Social Democrat Prime Minister led the
multi-party coalition government, and the party remained a
member of the government coalitions throughout the duration
of the Republic.

The foundation of the Czechoslovak Communist Party
(CPCS) was not, as elsewhere in the region, a direct result
of Soviet/Comintern 1initiative, but to a large extent
reflected 1internal developments. Frustration of a large
part of the mass party with the limitations on the scope and
pace of soc1ial reform within the framework of SDP
participation 1in the government, combined with admiration
for Soviet Russia was explioted by the leftist group of
deputies, led by Bohumir Smeral, and produced a split in the
SDP. The Communist Party, officially founded as an
affiliate of the Comintern in October 1921,6 took a majority
of the SDP support. At the 1925 general election, the
Communist Party won 41 seats as against the SDP's 29.

Despite commitment to the Comintern, in the period
1921-29 under Smeral's leadership, the CPCS continued a
somewhat independent course, resisting Comintern directives
where these were seen as inappropriate to Czechoslovak
conditions.7 It remained a mass movement rather than
following the Leninist pattern; and Smeral opposed the 1924
Comintern line on national self-determination, which he saw

as implying the dismemberment of the Czechoslovak state by
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the secession of Slovak, German and Hungarian minorities.
This line alienated a certain amount of Czech working-class
support, while increasing the Party's appeal to the national
minorities.

Division within the Party over these issues led in
1929 to the replacement of the o0ld leadership, tainted by
their social democratic origins, by Klement Gottwald,
Moscow's preferred candidate. A purge followed 1in an
attempt to bring the Party more into line with the Leninist
concept, which reduced the membership from 100,000 to 24,000
by April 1929, recovering somewhat to 39,000 by the end of
that year.8 It also lost electoral support, winning only 30

seats 1n the 1929 general election.9

The combined impact of economic crisis, the rise of
Hitler, and the new Comintern 'Popular Front' strategy
benefitted the Party's popular support. Communists were
able once again to 1identify themselves with the Republic,
and in 1935, offered support to President BeneS. The
Nazi-Soviet pact was, however, a catastrophic blow to the
Party's image, since it required communists to defend the
Munich agreement. But the pact was short-lived, and the
situation was retrieved after 1941 when the communists
participated in the resistance and again turned to defend
the Republic in its 1918 borders.

Hungarian experience contrasts with that of
Czechoslovakia in almost all respects. The social structure
of Hungary, preserved virtually intact until the Second
World War, was that of a markedly backward agrarian society
on the European 'periphery',10 with strong feudalistic

elements surviving. According to the Hungarian census of



80

1941, only 25 per cent of the labour force was employed in
industry or mining. In 1938, almost half those employed in
industry, moreover, were in handicrafts. The largest
proportion of the population - 48 per cent in 1941 - was
emnployed in agriculture, the vast bulk of whom were
peasants farming very small holdings and ruthlessly
exploited by the surviving Magyar aristrocratic
landowners.ll The 1935 Agricultural Census reveals that 0.8
per cent of landholders owned 46.4 per cent of agricultural
land, while 76.1 per cent owned 12 per cent.12

Such a social structure provided a far narrower base
for socialist, let alone communist, ideology than
Czechoslovakia, and this was further eroded by the impact of
the 1919 'Soviet' revolution, 1led by Béla Kun, which
provoked a strong negative reaction. The succeeding Horthy
regime repressed the communists vigorously, and in this, it
seems likely that it was in large measure supported by the
majority of the population. The Kun regime, while drawing
some support from the small Hungarian urban proletariat,
'was deeply pessimistic about the ability of the masses to
see their own enlightened self-interest and to take a
"correct" position at every turn of }dstory',13 and thus
took the form of an elite minority dictatorship, exercising
power in a highly repressive, even terroristic fashion. Its
leaders and followers exhibited a profound contempt for the
peasantry - the vast majority of the people - and earned the
peasants' enduring mistrust through their commitment to the
socialisation of the land. Furthermore, the regime's
followers, ‘'as revolutionary purists ... remained not only

true to their internationalist persuasion, but went out of
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their way to offend national sentiment'.14 The result of
this was to produce a widespread popular perception of
socialism as alien and hostile to national identity.

In both the Habsburg and inter-war periods, we see in
Hungary a pattern of politics characterised as 'étatist
authoritarian regimes with a constitutional facade'.15
Inter-war politics was marked by 'a good deal of violence
and arbitary action',16 on the part of both the Kun and the
Horthy regimes. The latter was not so much a dictatorship,
however, as 'a semi-democracy or diluted dictatorship'.17
There was an elected Parliament, albeit of limited
effectiveness, dominated by a 'government party' and based
on a highly restricti.e franchise and with open ballotting
in rural areas.18 Trade unions existed but their actions
were tightly circumscribed. ‘“tere was, on the other han., a
relatively free press, and a general commitment to legality
on the part of the elite, despite the inefficiency,
arbitrariness, and corruption of the bureaucracy.

The combination of popular and governmental reaction
against the 1919 'Soviet'’ experience, and the
characteristics of the basic social structure, naturally had
a profound impact on the development of Hungarian communism.
Isolated and fragmented in the underground, 1ts leading
members imprisoned or forced to live abroad, mainly in the
Soviet Union, it rapidly lost touch with the day-to-day
reality of the life of the country. Radical and progressive
thought turned rather into populist channels, reflecting the
plight of the peasants as the central social problem, rather

than finding much sense in the Marxist-inspired analyses.

The conditions in which it worked 1in 1its early years made
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Hungarian communism into a movement characterised by
conspiratorial methods and a tendency to extremism in
ideology. This tendency, inherent in the external
conditions within which it operated, was enhanced, it has
been argued, by the internal composition of the leadership
itself, many of whom were of Jewish origin. The larger
Jewish population provided the bulk not only of industrial
entrepreneurs, but also of intellectuals from the late

nineteenth century onwards. Ferenc Fejtg20

attributes the
'sectarian, mystical and inquisitorial character' of
Hungarian communism to its Jewish component, which includes
Mityds R&kosi, the Party leader appointed by Moscow in 1940
after Kun's execution in the Stalinist purges in 1939,
Révai, a brilliant intellectual, later to dominate cultural
affairs in the Stalinist period; Tibor Szamuely, Béla Kun's
'Cheka' head, and Gibor Péter, the police chief in the
Stalinist period in Hungary. Jews were also later to play a
leading role in the violent reaction to Stalinism 1in the
1950s. Whatever weight one attributes to the ethnic factor
as compared with the historical and social factors shaping
the movement, there can be no doubt that the 'flavour' of
Hungarian communism was distinctively different from the
Czechoslovak wvariant, based on a 1legal, mass party,
operating in the inter-war period, within the framework of a
liberal democratic regime. Soviet-type communism was the
creed of a tiny minority in Hungary and was perceived as
'alien' by the society.

From the end of the Second World War, we see a trend

towards ever closer convergence of the historical

experiences of these two very different countries, as their
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Communist Parties moved into the centre of the political
stage. It appears that at the end of the war,
Czechoslovakia and Hungary shared a common position 1in
Stalin's strategic security objectives, which sets them
apart from Poland, Rumania and Bulgaria, where politics was
quite quickly brought wunder direct Soviet control.21
Possibly desiring to deflect mounting Western alarm at
Soviet actions in these countries (particularly in Poland),
Stalin appeared content to allow free elections in Hungary
in November 1945 and in Czechoslovakia in May 1946.
Communists were to be held back, and a longer time-scale for
establishing a power monopoly - fifteen to twenty years -
was envisaged in these countries.22 In the meantime, they
were to participate 1in relatively open and democratic
coalition governments, winning power through the ballot box,
and sharing it with Social Democratic, reformed
middle-class, Catholic and peasant parties.

In Czechoslovakia, the immediate post-war years saw an
astonishing resurgence of support for the Communist Party,
whose membership rose to over one million by 1946. In the
May election, the Party emerged as by far the strongest
political force, winning 38 per cent of the popular vote -
'a stunning electoral victory that remains a record for a
communist party in twentieth-century Europe'.23 Party
membership continued to expand rapidly, to more than two
million by the end of 1948, thus including about one third
of the economically active population.24 The reasons for
this are many - the underlying socialistic political culture

was reinforced by pro-Soviet sentiment, enhanced by

gratitude for liberation. In addition, there was, at the
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end of the war, a widespread, genuine desire for radical
reform. There was profound disappointment at the failure of
the First Republic, which tainted the reputation of the
other parties. The espousal of a 'national road to
socialism' by the CPCS once again linked socialism to
Czechoslovak democratic and nationalist traditions. The
Party launched a vigorous recruitment drive to expand its
basis of support, and successfully drew upon opportunist
motives on the part of many new recruits, anxious for career
promotion in the new Republic.25

By contrast, in Hungary, the coalition strategy proved
less successful in bringing about immediate political gains
for the communists. Party membership indeed grew rapidly,
from 3,000 in November 1944 to 500,000 (5.7 per cent of the
population) in October 1945.26 However, much of their
support came not from genuine converts to the cause, but
from opportunists, including defectors from the fascist
Arrow Cross rank-and-file. Working class support went
rather to the Social Democrats, especially in Budapest. But
the vast bulk of popular support went to the Smallholders
Party, a 'catch-all' party attracting support from both
rural and urban areas, from middle peasants to urban
professionals and the rump of the conservative gentry. Poor
peasant interests were represented by the National Peasant

Party. The November 1945 elections, generally regarded as

having been freely conducted, produced the following

result:27
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Smallholders Party 57.03%
Social Democrats 17.41%
Communist Party 16.95%
National Peasants 6.87%
Others 1.74%

The Smallholders came first in every electoral
district 1in the country, and won an absolute majority in
thirteen out of the sixteen electoral districts.28
Communism was clearly not going to be offered power through
the ballot box, which was no surprise given Hungary's past,
but the failure of this approach gave strength to a
militantly radical Party faction, including some ‘'home’
communists of the wartime resistance, who had always
entertained doubts about the wisdom of the 'Muscovite'

: 2
leadership's strategy of gradualism. 2

1947 was a turning-point for Czechoslovakia and
Hungary, a year in which the illusion of a possible 'third
way' of relative independence,sustained through an East-West
balancing act, gradually evaporated. As the Cold War began,
the ‘'gradualist' strategy broke down, and the real hold
which the Soviet Union had over Czechoslovakia and Hungary
emerged clearly. The Czechoslovak government, with Gottwald
as its Prime Minister, unanimously agreed to accept Marshall
Aid - but then, summoned to Moscow, it was forced to
retract.30 The last basically free election in Hungary took
place in August 1947. Despite two years of communist effort
to improve their support, and intense, only partly concealed
pressure on voters, the communists still only polled 22 per
cent of the vote. Meanwhile, Czechoslovak communists were
beginning to entertain doubts about their ability to sustain

their electoral support at the general election due in 1948,
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as the economic situation deteriorated, and a poor harvest
in 1947 made food shortages likely.

The signal for a change of course came from outside,
however, with the foundation of the Cominform in September.
At the first meeting, Czechoslovakia came under attack, as
the only East European country which had not achieved
'complete victory over the bourgeoisie'; and the exclusion
of the French and Italian Communist Parties from power 1in
their respective governments was seen as a product of
'parliamentary cretinism', a handicap from which, by

31 The

implication, the Czechoslovak party also suffered.
message the parties took home with them from Sklarska Poreba
was clear.

Increasing tensions were provoked within the
Czechoslovak coalition in late 1947 by communist tactics in
Slovakia, in the ministries, and especially in the police.
A government crisis was fomented by the Party leadership,
and the non-communist politicians unwittingly played into

Gottwald's hands. In February 1948, representatives of the

non-communist parties 1in the government resigned en masse,

unaware that Gottwald had already prepared an alternative
government team, including suborned crypto-communist members
of the non-communist parties themselves. Mass pressure was
mobilised by extra-constitutional bodies dominated by the
Communists (the trade unions and the People's Militia), and
President Bene% felt unable to refuse his approval of the
new Gottwald government, now effectively wholly controlled
by the communists. Thus a veneer of legality was spread
over what amounted to a bloodless coup d'etat, an ‘'elegant

. 32 )
takeover' indeed, as it has been described. The elections
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of May 1948 were conducted on the basis of a single list, as

an enforced vote of mass approbation of the fait accompli.

The Social Democratic Party disappeared through 1its
manipulated merger with the Communist Party.

In Hungary, such elegance could not be repeated.
Rakosi stepped up his notorious 'salami tactics', slicing
away his opposition, undermining and fragmenting the
Smallholders, and, through a process of electoral fraud,
covert coercion, bribery, blackmail and threat, eventually
his tactics subverted the National Peasant Party and forced
the Social Democrats to merge with the Communists in a 'new'
Hungarian Workers' Party in 1948. 'Elections' in May 1949
gave a spurious constitutional seal to the communist
monopoly of power.33 The Soviet Union - 1in contrast to the
Czechoslovak case - played no small role in the process,
through the presence of the Red Army, the Soviet domination
of the Allied Control Commission, and the Soviet Ambassador

in Budapest.34
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Section B: Stalinisation

(1) Economics

The state of the Hungarian economy at the end of the
war presents a stark contrast with Czechoslovakia. As noted
above, the overall level of development of Hungary was far
below that of Czechoslovakia in the inter-war period. In
both countries, however, intensive development of the
economy to meet war needs took place. The Czechoslovak
engineering 1industry became a major source of armaments
production for the Nazi war machine. Unlike Czechoslovakia,
Hungarian 1industry suffered extensive war damage, as the
final battles of the war in Europe were fought out over
Hungarian soil. Of the 4,863 factories 1in existence 1in
1944, 651 were completely destroyed, and 3,864 were damaged.
The loss of industrial capacity is estimated at around one
third.3>

Post-war recovery and reconstruction were organised by
two-year (Czechoslovakia) and three-year (Hungary) plans,
from 1947, which did not envisage major structural changes
in the economy, but greatly increased the share of the
national 1income going to investment. As part of 1its
recovery programme, the Czechoslovak government had initally
agreed to accept Marshall Aid. Economic policy here was
based on the assumption of continued and expanded
participation in the world economy, trading with East and
West roughly in equal proportions.36 Planning 1in both

countries was flexible, based on enterprise decision-making

autonony, rather than the breakdown of detailed compulsory
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directives by the Planning Office. In Czechoslovakia,
enterprise management was 'democratised' through the elected
workers' councils. Direct state control over the economy
was also limited by continuing private ownership.37 In
Hungary after 1945, only 40 per cent of the industrial
labour force was employed in state-owned factories, while in
Czechoslovakia, the 1945 nationalisation law brought nearly
60 per cent of industrial workers into the state sector.38
Nationalisation affected mainly those factories already
owned by the state before 1945 (a large proportion in both
counties), with the addition of enterprises expropriated
from collaborationists. In Czechoslovakia, private banking
was virtually eliminated immediately after liberation.

By the end of the period, with the onset of the Cold
War, nationalisation began to accelerate. In
Czechoslovakia, even before the 1948 coup, nationalisation
continued, but after the coup it expanded to bring virtually
all workers 1into the state sector, leaving the private
sector with only 3.6 per cent of total 1industrial
employment. In Hungary, in the spring of 1948, a new
nationalised banking system was set up, and firms with over
100 employees were nationalised, bringing 84 per cent of
workers in manufacturing, mining and transport into state
employment. In December 1949, nationalisation was extended
to firms of over ten employees, and the corresponding
proportion of workers in state employment rose to 99 per
cent.

In agriculture, the policy of the immediate post-war

coalitions in both countries was land reform, on the

necessity of which there was agreement between all parties.
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In Hungary, the communists controlled the process of
reallocation of expropriated estates, with the political aim
of winning small peasant support. The consequence was a
proliferation of very small plots of 1land, many hardly
adequate even for self-sufficiency. The problem of land
hunger was thus not solved, and clearly this first phase of
land reform would have to be supplemented by further
measures. Collectivisation was not, at this stage, on the
agenda. Neither was it in Czechoslovakia, where the
expropriation of German and Hungarian estates released 3.1
million hectares of agricultural land - 36.5 per cent of
agricultural land in Bohemia and Moravia, 11.4 per cent in
Slovakia. Large Czech and Slovak land holdings were not
expropriated at this stage.40

However, after the communist monopoly of power was
established, a radical change in economic organisation took
place, with the imposition of new five-year 'development
plans' of a command type as the main instrument of
management of the by now almost totally nationalised
economies. The balanced emphasis of the recovery plans was
abandoned in favour of an accelerated programme of
industrialisation, based on the priority of heavy industry,
closely following the Soviet pattern. Collectivisation of
agriculture was now 1in first place on the agenda for
agriculture. The main features of the programme will be
familiar to any student of Stalinist economics. The share
of industry in investment rose dramatically, and the bulk of
investment funds went to heavy industry. As a Czechoslovak
government memorandum on the development plan explained:

The centre of the whole plan 1s the metal-working
industry ... and again the entire plan is focussed
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on the heavy engineering sector within the

metal—wquing_ industry... Stalin's reference to
thg 'chief 1link' of the economic plan applies in
this context: "In order to carry out such a plan

it 1s necessary to find its main link; for only
after this main link has been found and grasped,
can 4111 the other links in the plan be pulled
up."

In Hungary at the same time, Ernd Ger§ proclaimed that
Hungary was to be 'transformed into a country of steel and
iron'.

The already ambitious targets of the five-year plans
embarked upon 1in 1949 (Czechoslovakia) and 1950 (Hungary)
were substantially raised to extraordinary levels in 1951 in
connection with the Korean war and the expectation of a
Third World War.

The revisions of 1950-51 sometimes made all the
difference between an ambitious, difficult but not
entirely unbalanced plan and a super-taut program
relentlessly concentrated on some high priority
targets without a chance to attain overll
equilibrium and, particularly, to meet the

(formally kept) objectives with rigard to the
standard of living of the population.

Planned increase 1in dgross value of output of key 1industrial
branches under the first Five Year Plans*

Total Producers' Metal- Machine- Consumers'
Industry Goods working building goods
Czechoslov-
akia 198 233 231 352 173
Hungary 310 380 490 n.a. 245

* Pre-plan year = 100 (Czechoslovakia - 1948; Hungary - 1949)

Source: N. Spulber, The Economics_ of Communist Eastern
Europe: Westport, Conn., Greenwood Press 1976, (Reprint of

original published by the Technology Press of MIT;
Cambridge, Mass., and John Wiley and Sons Inc; New York,

1957, p. 288.
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Although the underlying rationale of this programme of
forced 1industrialisation was undoubtedly political, the
choice of the Soviet model can be argued to have made some
sense 1n the context of the economic backwardness of
Hungary. This point is maintained by Hungarian authors even
today, including O. Gadd, (Vice-chairman of the National
Planning thfice),43 and the reformist economic historian,
Ivan Berend, who notes that, at the time, the Soviet model
was the only available 'proven' system for rapid development
of a backward economy and that in its application in
Hungary, 1t 'made possible the realisation of development
projects that could not have been realised in any other

44 It served purposes which were important at the

way'.
time, he argues - the accumulation of capital, the
concentration of material resources, reducing the effect of
the materials and energy shortage caused by Western
embargoes. The lack of trained and competent managerial
personnel has also been argued to be a factor in the favour
of the highly centralised, directive model adopted.

In Czechoslovakia, already an industrialised economy,
the model was wholly inappropriate, and represented 'a great
leap backward'. What 1t entailed was an 1irrational
restructuring of the economy, skewing it in favour of heavy
engineering to meet immediate Soviet demands, and cutting it
off from Western markets, from which Czechoslovakia might
have continued to acquire the technology to maintain its
place as a leading industrial producer. Furthermore,
Czechoslovakia did not lack managerial talent - this was

available in abundance, but was destroyed in the course of

imposition of the Soviet model by the purging of former
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technocrats and their replacement by 350,000 ‘'workers'

cadres': -

Thg Communist Party of Czechoslovakia leadership
quite deliberately forfeited the economic potential
of the middle classes; instead of making them a

part é%f the new system, it virtually eliminated
themn.

The emphasis on metallurgy was quite inappropriate in a
small country lacking the necessary raw materials base. 1In
the short term, however, Czechoslovakia'a preeminient
position as a supplier of engineering goods to the less
developed economies of the USSR and the rest of the bloc
secured the country a certain advantage. The long-term
problems associated with the economic structure would not
become obvious until the 1960s, when the rest of the bloc
caught up with Czechoslovakia, and the ready markets for its
products began to dry up.46

Thus Czechoslovakia was able to survive on its former
economic strength, which allowed it to prevent real earnings
of workers in industry from falling more than 3 per cent
below the 1948 level by 1953.47 But popular discontent was
by no means absent, as demonstrated soon after the deaths of
Stalin and Gottwald in the spring of 1953 by a two-day riot
in Pilsen from 1-2 June. The authorities lost control of
the city as workers stormed the City Hall and the Palace of
Justice. A considerable amount of violence took place, and
the riot was only put down by troops of the Ministry of the
Interior and Workers' Militia detachments sent from Prague.
The local forces of order proved both unable and unwilling
to take action against the workers. 2,000 arrests were

made, but the central authorities managed to keep

information about the revolt tightly restricted. It was the
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first working class revolt of the post-Stalin era, and it
provided an early warning to the regime of the
precariousness of its position.48
By 1953, Hungary had become an industrial country -
but at enormous cost. While the basic system of centralised
directive planning may have had some advantages in the given
circumstances, the extreme tensions generated by the vastly
overambitious economic policy of forced pace growth created
serious 1mbalances, to which the relatively less developed
Hungarian economy was far more vulnerable than the stronger
Czechoslovak econony. The industrial policy was especially
intolerable for a country so poor in natural resources as
Hungary - hence the folly of aspiring to become 'a country
of steel and iron' where 80 per cent of iron ore and 90 per
cent of coking coal had to be imported.49 Thus, while on
the one hand, some form of centralised, directive model
might have suited Hungarian conditions, the manner in which
it was 1in practice implemented was even more intolerable 1in
Hungary than in the more highly developed Czechoslovakia.
The tensions generated by the overambitious economic
policy quickly made themselves manifest. In June 1951, Ger8§
criticised the 'intolerable' decline in gquality of output,
as numbers of rejects ;scalated rapidly. The accumulation
of stocks amounted to one fifth of the growth of National
income by 1953. The government attempted to respond to
growing supply difficulties by increasing regulations, data
collection, paperwork. Eventually, enterprises were
required to submit reports even daily to the central
authorities. Correspondingly, a huge expansion in the

white-to-blue collar ration occurred - while in 1941, there
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had been nine blue collar workers for every one white
collar, by 1953 this had shrunk to four to one.50 Another
means tried by the government to control the threatening
chaos was, of course, moral exhortation, and political
pressure on workers and managers alike. An economist who
was to produce the first really substantial critique of the
whole system in 1954,51 Gyorgy Péter, later reflected on the

atmosphere of the time:

It seems 1t was not a simple mistake or a fault
made by chance, but a deliberate political attitude
“oe It was a period of 'keying up' political and
economic public opinion - of keeping sentiments
always at boiling point by artificial overheating
.« The slogans of those times called for constant
and 1increased vigilance, for watchfulness and
mistrust of practically everybody ... The then
prevailing attitude seemed to suggest, though it
was never publicly expounded, that fundamentally
everybody is indifferent and lazy without exception
and willing to work only if compelled to and thus

can be g%{fn only such tasks as can be easily
checked...

Actual vs. planned rate of growth of gross industrial output
in Hungary (%)

- A e — — AP - v —— M G G S G G e G A Ry avm T M E e e G — i — — S L GED ER SER R SN R GER S S M T e e e — oo

Plan: avg

annual 1950 1951 1951 1953
Producer Goods 56 38 41 33 18
Consumer Goods 29 39 25 16 4

Per capita crop output (tons)

1934-38 1948 1953
Bread grain 318 256 285
Coarse grailn 349 336 349
Potatoes 232 293 209
Source: N. Spulber, The Economics_of Communist_ Eastern

Europe, Westport, Conn: Greenwood Press, 1957, pp 377-79.
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If the communists had started out with little popular
support, the policies they pursued hardly served to
ingratiate them with any section of society. In
agriculture, forced collectivisation was deeply resented,
and 1insult was heaped on injury by the system of forced
deliveries at state-fixed low prices. Agricultural
production declined to below the pre-war level, and food
shortages resulted. The conditions of life in the villages
were especially hard hit by the ©politically-inspired
repression of handicrafts. The Party economic weekly in 1956
referred to this as the 'deliberate corruption of the world
famous Hungarian small-scale industry in 1949-53', This
left nearly two-thirds of wvillages without cartwrights,
blacksmiths, shoemakers, barbers and tailors.53 Instead of
the 50 per cent rise 1n living standards envisaged by the
plan, real wages fell by more than 20 per cent 1in 1953.54
The workers developed an intense and seething hatred of the
regime, which ultimately was to find expression 1in the
almost elemental fury of the crowd which in 1956 hung
communists from the lamp posts. As one worker from the
giant Csepel engineering works in Budapest recalled:

The communists nationalised all the factories and
similar enterprises, proclaiming the slogan, "The
factory is yours - you work for yourself". Exactly
the opposite of this was true. They promised us

everything, at the same time subjugating us and
pulling useg ¢ down to the greatest misery

conceivable.

Working class resistance was sporadic and unorganised
until 1953, when a strike broke out in Csepel. But evidence
of the growing resentment 1is given by Imre Nagy, who

revealed that of the burgeoning prison population
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the majority of those convicted have come from the
ranks of the working class, the industrial workers.
This, more than anything else, is evidence of the
degeneration of power and economic and social
conditions under which the working class is
carrying on 1its task of socialist construction, and
of the moral and ethicalsgrisis that was brought
about by these conditions.

Thus the regime had allowed itself to become drawn
into an escalating spiral. 1Isolated anbd mistrustful of the
population, it embarked on a programme which enhanced the
mistrust in which it was held by that population, which in
turn confirmed 1ts own disdain for them, and led it to
resort to ever-increasing centralisation and coercion, which
in turn simply exacerbated the crisis. The logic of this
process was later described by Jézsef Bognar:

... a powerful bureaucracy builds up which often
identifies the movements and rules of economic life
with the internal norms of the state apparatus, and

which 1looks upon itself as the most consistent
representative and exponent of transformation.

This layer - sometimes unintentionally - endeavours
to consolidate and strengthen itself ... It 1is
therefore evident at the directive system must be

made totalitarian.

In fact, by 1952, well before Stalin's death,
resistance to this course was building up, both within the
Hungarian apparatus, and in Moscow 1itself. Nagy, who had
been removed from a central political position in 1949 as a
result of his opposition to collectivisation, was brought
back into the Politburo in 1951. Nagy gquickly began to
criticise Rakoski's economic policy, with some encouragement
probably from Malenkov, and also, Fejtg suggests, finding
substantial support in the HWP Central Committee itself,
among leading party managerial cadres, support which by 1952

'had become too strong to be eliminated by police methods

alone'.2® When Stalin died in 1953, the economic situation
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was one of open and profound crisis. Conditions were ripe

for a change of course.

(11) Politics

The main political feature of Stalinisation was the
elevation of terror to the central pivot of rule. It was
the transfer of Stalin's personal paranoia on to the
practice of politics. While the impetus for the purge
trials which racked Eastern Europe came from Moscow via
Soviet 'advisers' sent into each country to set the process
in motion, 1in Hungary there was also, in the Party leader
Métyés Rikosi, a 'personality’ of a degeneracy and
ruthlessness to embrace willingly and thrive on Stalin's own
politics of paranoia. The Czechoslovak Party 'did not
produce any individuals with Stalin's skill for intrigue and
desire for wuncontrolled power... (N)either Gottwald nor
Slansky could measure up to Stalin'.59 But once the trials
got underway in Czechoslovakia, the comrades made up for
lost time: 'The Stalinist terror assumed the most appalling
aspects precisely in that Central European country where it
had been the least anticipated'.60 The Czechoslovak trials
were the most extensive in the bloc, 1in terms both of
numbers prosecuted, and of death penalties carried out.61

A major stimulant to the East European trials was
undoubtedly the bugbear of 'Titoism' after the 1948
Comintern split. In Hungary, Lasz_lS& Rajk, a leader of the
'home' communist faction, was seized upon as a 'Titoist
spy'. It was not wholly inappropriate to label Rajk as a

'"Titoist', since he shared certain of Tito's radical and

nationalist political postures,62 although all the other



99

attributes lumped together with this ‘'crime' by R4kosi and
stalin (i.e. 'spy', ‘'imperialist agent', etc.) were of
course quite fanciful. This attack on Rajk enabled R&kosi
to dispose conveniently of a popular leader who might have
gathered an independent following within the Party. The
purges subsequently extended to other 'home' communists.
Rajk, PAlffy (Chief of Staff of the Army; Deputy Minister of
Defence; head of Army Party Organisation; CC member), Szgnyi
(CC Secretary; member of the Central Control Commission) and
Szalai (Szonyi's deputy) were tried and hanged in October
1949. 1In the early 1950s, the purge turned to former Social
Democrats who had collaborated in the merger of their party
with the Communists in 1948, but who still remained suspect.
The Army was purged in late 1950. In spring 1951, more
'home' communists of the pre-war generation, including J3nos
Kiddr, K4llai, Dondth and Losonszy were purged - all of whom
were later to play prominent roles in the post-1953 and
post-1956 political life. As the reformist journalist Tamis
Aczél later remarked, 'Never had an executioner hanged so
many Communists, not even in the days of the bloodiest
"White Terror" of the Horthy era. The regime had hanged 1its
best party workers, its most talented public servants'.63
Gottwald appears to have been slower to appreciate the
'necessity' of show trials, possibly arguing that the
massive support for the communists in Czechoslovakia was a
sufficient indicator of strength against 'class enemies'.
The Party membership peaked at over 2.3 million (17 per cent
of the total population in Czechoslovakia) in May 1949,64

and a thorough purge of the membership to weed out

opportunists reduced the Party by one third by 1950, to 1.7
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nﬂllion.65 But it was still a mass party, and for Stalin
that in itself appears to have spelt danger. The initiation
of the purge of the Party leadership came not only from
Moscow, however, but also from Mityds R&kosi. 'Evidence'
produced in the investigation of the Rajk case was pointing
to 'links' within the Czechoslovak Party.66 The search for
a 'Czechoslovak Rajk' began. The Party's General Secretary,
Rudolf Slénskf} was implicated. Gottwald's initial
resistance to this conclusion appears to be demonstrated by
his ordering a stop to all investigation of Sl&nsky in July
1951, after consultation with Stalin.67 But he was
ultimately unable to protect him. Slansky was arrested in
November 1951.

Meanwhile, Soviet 'advisers', aided by the
Czechoslovak Ministry of National Security (established in
1950), were casting a wide net to catch any and every
possible source of deviation - including veteran
'Interbrigadists' of the Spanish Civil War; former Social
Democrats; anyone who had spent the war years 1in the West;
economic experts, and, in particular, Jews, and 'bourgeois
nationalists' in the Slovak Party. Representatives of all
these groups were linked in an alleged 'Anti-State
Conspiratorial Centre' formed by Slansky. Eleven of them
were hanged in December 1952 shortly after their trial.
Eight further major trials took place, extending even into
1954, that is, after the death of Stalin, and also after the
execution of Beria. The number of death sentences carried

68

out between 1948 and 1952 has been estimated at 178. The

total of political prisoners created by the trials of this

69
period has been put at 80,000.
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The sheer scale of repression led to the development
of a massive apparatus of terror, which the Soviet advisers
sent by Beria set in motion but which was manned faithfully
by Czechs and Slovaks. Individual members of the Party
leadership became directly responsible for the operation of
the machine, which thus ground on relentlessly even when the
external i1mpetus from Moscow had been withdrawn. This had a
peculiar effect on the complexion of the post-Stalin and
post-Gottwald leadership, since there was not one of them
who was not personally involved in the trials, by virtue of
membership 1in the Party's Political Secretariat, as was
explained by the 1968 commission of enquiry set up by the
Dub&ek government:

The responsibility of this Political Secretariat is
chiefly that 1in contravention of the Constitution
and the law 1t took power into its own hands and,
in the last resort, approved the preparation,
conduct and findings of the political trials ...
The members of this select group, whom no-one had
elected, were the men who had usurped the function
of decision-making and the authority of the elected
bodies (the Presidium and the Central Committee)
and they bear the heaviest ﬁjesponsibility for all
that happened in those days.

The former members of the Political Secretriat
numbered the top seven ranking members of the Politburo
confirmed in office at the X Congress of the CPCS in 1954 -
Zépotockf, éirokf, Dolansky, Balicek, éepiéka, Kopecky and
Novotny. The 1968 report's section on 'Personal
responsibility' documents in detail the extent of each
individual's involvement.71 The two remaining Politburo
members, Fierlinger and Bardk, were also implicated -
Fierlinger somewhat less directly, but Bardk, rising to the

Politburo only in 1954, was nevertheless directly involved

not only through his participation in the denunciation of
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otto S8ling, and persecution of Party members alleged to have
been 'connected' with him, but also in the later trials of
1953-4. A further Czech source from 1968 confirms the guilt
of each man:
... Kopecky, Siroky, Balicek, Z4potocky and Novotny
were directly involved 1in the trial of the

so—cal%pdv anti-state conspiratorial centre of R.
Slansky; Siroky and Bacilek, especially prominently

in the trial of the so-called bourgeois
nationalists 1in the KSS, [Communist Party of
Slovakial Husak, Novomesky and others; A Novotny

and R. Barak (from 14.9.1953 Minister of the
Interior) bear undeniable political responsibility
for the later trials, which went on from 1953 (M.
Svermoyé, the economists, the Supreme Council
etc.).

The effect of the trials was not only to produce a
paralysis at the top on account of their guilt, but, because
of the very extensiveness of the trials within the ruling
elite, to ensure the survival and promotion of men of a
particular kind:

They were not for the most part dogmatists of the
old ideologically dedicated type (though there were
some of these as well), but rather, relatively
unqualified men whose careers had been made by
devotion to the line and observance of discipline.
These men either feared or were incapable o%3the
independent thought needed for liberalisation.

The purges had wiped out possible independent-minded
individuals 1like Gomuftka or Nagy, who had survived the
onslaught of Stalinism in prison. The nearest thing the
CPCS had had to such a type - the solid Party man redeemed
by a streak of humanity, possessing an elementary, if not
highly evolved, conscience and a certailn practical
common-sense - had been Vlado Clementis, a Slovak executed
with Slansky and others in 1952. What remained would later
be described by L. Vaculik as the triumph of mediocrity:

At every stage of the selection, the average man

came out on top. And the complicated characters
disappeared from the stage - those with personal
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charm, and particularly those who, because of their
qualities and acgomplisywents ... Wwere a measure of
the public conscience..

This 'rump'’ of uninspiring men was highly
conservative, but 1t was a specific sort of conservatism,
which, as Taborsky rather acutely points out 'might at first
glance be mistaken for 1loyalty to the doctrine, but in
reality, 1t 1s a symptom of Czechoslovak communism's
sterility and ideological stagnation'.75 Thus, where no-one
takes the doctrine itself seriously, no-one will Dbe
motiviated to risk 'rocking the boat' to 'revive' the
ideology by going back to 1its roots as a source of
alternatives.

The political situation 1in terms of the Party
leaderships 1in Czechoslovakia and Hungary at the time of
Stalin's death were thus very different. Gottwald died from
a cold caught at Stalin's funeral, exacerbated by his
advanced syphilitic condition and chronic alcoholism. Thus
was removed the dominant Czechoslovak political leader, who
could then be blamed, i1if and when necessary, with impunity
for the outrages of the era of the 'cult of personality’'.
The Czechoslovak Party Politburo was not factionalised, but
was rather a collection of individuals who found it in their
interests to slip naturally into the new Soviet mode of
'collective leadership’'. By contrast, Hungary possessed 1n
Rakosi a 'personality' of a distinctly 'cultish' stamp, who
could with justice be blamed for many personal grievances
and general policy 'mistakes' - but he was very much alive
and clinging fast to power. What is more, he had failed to

representing different groups with different power bases,

and, potentially, differing perceptions about the
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requirements of 'building socialism’'.
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Section C; From_the 'New Course' to partial reforms

(1) Czechoslovakia

After Gottwald's death, the top Party and state posts
were shared out amongst his survivors. Following the
example of Moscow after Stalin, the highest ranking Party
leaders took on state posts, with Antonin Zdpotocky
replacing Gottwald as President of the Republic. He
probably carried most authority by wvirtue of his long
service and his popularity in the Party, and to some extent
outside 1it. He had played a particularly crucial part in
the establishment of the regime in the years 1945-48 as
leader of the trade union movement.76 The Presidency was
regarded as the highest political post, due partly to the
origins of the Czechoslovak constitution in the French
inter-war model, and partly to the immense personal
authority of its former occupants, Masaryk, Bene$ and
Gottwald. The second-ranking Party man, Vilem §irokf, moved
into Zdpotocky's former post as Prime Minister from his
position as First Secretary of the Slovak Communist Party.
As with Khrushchev's appointment in the USSR, the post of
Party First Secretary went to a lesser ranking communist,
little known outside the party apparatus, Antonin Novotny.
Roy and Zhores Medvedev's account of Khrushchev's promotion
probably also applies to Novotny:

Almost all of Khrushchev's colleagues considered
him to be hardworking but uninspired, therefore
hardly a political figure of national stature.
They believed he was weak in political theory, a
rather ordinary, sometimes crude man who would
never aspire to excessive power and who would

always pay dutiful attention to the opinions of
"his b ers"” - the more experienced Party

leaders.
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All sources seem to concur in an assessment of Novotny
as rather grey and obscure, a not particularly highly
respected figure of the Party apparatus. A member of the
pre-war 'old guard' as a regional party functionary, he was
promoted in 1945 to leading secretary of the Prague regional
apparatus, where he was not noted for any outstanding
intellectual or organisational qualities. In fact, as
Zdenék Mlyndr remarks, 'There were many minor everyday
incidents indicating that Novotny was not a man of
penetrating intelligence'.78 As mentioned above, his rise
in the party seems to have been clearly related to his
assiduous preparation of evidence for use in the political
trials of 1951-52, on which MlynA¥ comments, 'Novotny may
well have been born without some basic human qualities'.79
But this lack of personal presence, intellect, or even basic
morality, was precisely in tune with the times. Novotny was

chosen to be General Secretary Sldnsky's deputy in charge of

the central secretariat, and,

It is possible that at that time, 1in 1951, the
decisive factor was the fact that A. Novotny was a
man without a very marked personal programme and
apparently without political ambition. That 1is 02

"

type, as it were, "uncommitted" and "harmless"'.
Novotny was, in fact, the personification of what the

party had become:

Novotny's major source of strength was the new type
of Party man who, as a result of the purges, formed
more than the backbone of the Party: the middle
level functionary, the apparatchik who owed his
position, whether it be as factory manager or state
bureaucrat, to unimaginative obedience to the Party
line... While such a regime may 1n some respects
be less dangerous that the former brand of
Stalinism, it is basically less secure both because
it is more vulnerable from within and because 1t 1is
rarely capable of producing original solutions to
the increasingly complic%ﬁgd problems facing

twentieth-century societies.
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But there was an important chink in the armour of this
faceless bureaucrat - a deep sense of his own inadequacy.
Mlynd¥ relates a story told him by Novotny's neice, who had
been present when Novotny, visiting his brother soon after
his appointment to First Secretary in 1954, broke down and
wept, acknowledging that 'I'm not up to this job, I can't do
it, I haven't got what it takes'.82 While he certainly
gained confidence over the years, this recognition of his
personal inadequacy helps to explain his rather complicated
relationship with intellectuals of all disciplines in the
1960s.

By the last years of Stalin's rule, the Party, and in
particular the Central Committee, had effectively ceased to
play any significant part in the political process. While
Stalin was General Secretary of the Party, he was also head
of the state apparatus, and it was the latter he used as the
main 1instrument of his personal dictatorship in the final
vyears of his rule. It was presumably on these grounds that
the top Soviet communists, Malenkov and Molotov, and the top
Czechoslovak communists, Z4dpotocky and Siroky, took over
state posts, leaving the Party posts to lesser ranking
colleagues. But, as Khruschev became a major contender 1in
the power struggle in Moscow, so the relative institutional
weights of the state and the Party changed, in favour of the
latter. This undoubtedly also contributed to Novotny's own
rapid emergence as a top-ranking leader, a process which was
further accelerated by Zdpotocky's age and failing health.

The new line on 'collective leadership' 1in Moscow
represented a temporary and highly unstable truce, a

breathing space before intense factional conflict broke out.
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In Czechoslovakia, however, it was an accurate reflection of
a fairly stable balance of forces, with little factional
activity. As Taborsky, Bene&'s former private secretary and
a man with intimate knowledge of Czechoslovak politics,
observed:
Unlike his counterparts in Russia, none of the
present Politburo members owes his promotion to any
particular colleague. Hence, there are no
protegees who would feel the necessity of staying
in the gpod graces of their' pgﬂfectors and of
constituting a coterie around him.

The 1mpact of the ©purges, and the <collective
responsibility of the party leadership for them, meant that
there was little scope for differences in policy orientation
between the leaders, and strong collective interest 1in
limiting criticism of the 'mistakes of the past' to the
absolute minimum. Thus the 1issue surrounding the 'New
Course' and the criticism of the 'cult of personality',
which were the key weapons in the Soviet power struggle, and
which the satellite Parties were also expected to take up.
failed to become a source of conflict and found only a
muffled echo in Czechoslovakia. zZdpotocky and Siroky are
reported in a 1968 Czech source as having been more open to
the 'New Course' and to wider discussion of the proceedings
of the Soviet XX Party Congress,84 but to have been
effectively resisted by Novotny, whom they describe as a
'type of politician-administrator, secretary and manipulator
of political apparatuses'.85 He is alleged to have accused
Zdpotocky of 'infringement of the principle of collective
leadership and with creating a cult of the personality

around Zépotockf'.86 Even so, as Skilling concludes, 'the

contrasts in personal character and background between
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Novotny and Zdpotocky were not serious enough to produce an
open conflict between advocates of a 'hard' and ‘'soft’' line
such as occurred 1in the USSR and in other Dblock
countries’'.
On the issue of the trials, there was an especially

clear common 1interest 1in letting sleeping dogs lie. A
review of the trials was initiated as a gesture to the
Moscow line 1in January 1955, under the chairmanship of
Rudolf Barik. But the brief of the commission of enquiry
was restricted to the period 1949-1952, thus leaving out the
important later trials. Although Bardk himself was not
implicated in these particular trials, he was implicated in
the later trials, and other members of the commission had
personally taken part in the earlier trials as well.88
Bardk may have tried later to use the information acquired
here for his own personal career ambitions,89 but was
effectively silenced by dismissal from his post as Minister
of the Interior in 1962 on formal charges of embezzlement -
but with pungent hints from Novotny at the time of Bardk's
'political adventurism'.90 The impact of the 1955 trials
commission was negligible, as one would expect given 1its
composition, and given the fact that its findings, and even
its very existence, were kept secret from the Central
Committee:

The Commission was not concerned with

rehabilitation, or with endeavouring objectively

and truthfully to probe the violations of the law

and their causes; its chief consideration was to

salve the conscience of the Polit yro by putting a

political full-stop to the matter.

In fact, the Commission neatly turned the exercise on

its head by identifying the main victim, Sldnsky, as the
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'czech Beria', who had held most responsibility for the
terror to which he himself had then fallen victim. There is
probably a certain rough justice in this conclusion, whose
main purpose was, however, to suit the current convenience
of Novotny and his colleagues, by allowing them to present
themselves as fortunate escapees of Slénskf's terror, rather
than as perpetrators of it themselves.92 At the same time,
the leadership's commitment to the past was dramatically
demonstrated by the unveiling of a huge statue of Stalin,
dominating the Vltava river in Prague, on 1 May 1955.

But the XX Congress of the CPSU could not be ignored
completely. There is some evidence of mounting restiveness
on the part of students and the creative intelligentsia at
this time. The II Congress of Writers in April 1956 saw the
poet Jaroslav Siefert advocate a role for artists as
'conscience of the nation',93 while the Party pronouncements
throughout the early post-Stalin years continually griped at
'liberal' tendencies on the cultural front.94 Lower-level
party organisations apparently voiced demands for an
Extraordinary Congress in 1956, but such 'completely wrong
demands' were firmly squashed. An ordinary Party Conference
was convened in June, at which Novotnf led a vigorous
offensive against 'revisionism', the heresy currently
sweeping Hungary and Poland, but the session appears to have
received this docilely.

Skilling brings in Czechoslovak political culture to
explain this calm in 1956:

Among intellectuals the task of reassessing the
system was hindered not only by severe restrictions
on the freedom of expression, but by a continuing
belief in socialism and 1ts merits, persisting

faith in the Soviet Union, as well as a fear of
Western 'imperialism’'. The absence of a
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revolutionary tradition, or of a deep hostility to
the Russians and the memories of French and British
betrayal 1in 1938 and Western inaction in 1948,
contributed to the failure of the Czechs and
Slovaks to Jjoin the Hungarians and Poles in
resistance. In fact, the democratic tradition
proved to be as impotent in 1956 as it had been in
1948, and may even have been a hindrance _ _to
militant action against dictatorial repression.95

The impact of the Hungarian revolution only served to
reinforce intellectual inertia, and to bolster up Novotny by
the impact it had on any would-be reformer in the Party, as
Mlynidf recalls:

oo [Tlhe pacification of critical tendencies
inside the CPC [Communist Party] was not simply a
consequence of the repressions ... we communists
were quite simply afraid... [Tlhere was the quite
concrete 1image of a lynch mob hanging Communists
from lamp-posts. And from conversations I had at
the time with various Communists of different
generations, I recall that they were all
preoccupied with the same thought as well. This
was an important assistance to Novotny in subduing
the wave of criticisqufrecipitated in the CPC by
Khrushchev's critique.

Immediately after the Hungarian events, the Party
Central Committee congratulated itself in the name of the
people:

The firm unity of the working people did not allow
even the smallest attempt by enemies from the
remnants of the defeated exploiting classes to
damage our people's democratic regime. Our Party,
our working class and the entire working peagle
honourably stood the test of the past few days.

The ultimately crucial factor in assuring political
stability throughout 1956 was the quiescence of the working
class, which had already demonstrated its ability to
translate the Czechoslovak democratic tradition into a
revolutionary idiom in Pilsen in 1953. This had been a
clear early warning signal to the regime of the dangers of

lgnoring material welfare as a source of political

stability. Although for the reasons described above, it was
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not prepared to countenance a radical change of economic
policy, it did nevertheless subscribe to the 'New Course',
and it was able to make up for its half-heartedness in this
by drawing upon Czechoslovakia's underlying economic
resources to effect a reversal of the impact of the May 1953
currency reform on the standard of living. The period
1954-57 saw an economic 'thaw', as investments in production
were held back, and greater emphasis was placed on consumer
goods production.98 As elsewhere in the bloc, concessions
to agriculture were made, in terms of taxation on private
farming, improved state purchase prices and reduced
compulsory quotas.99 Although it was also permitted in
1953-54 for peasants to leave collective farms, a mass
exodus did not take place, unlike in Hungary and Poland, and
the regime was able, in 1955, to renew the collectivisation
drive.100

The most telling data are the cost of living and real
earnings tables compiled by Jan Michal, which demonstrate

the steady and improving situation for workers in

manufacturing industry:

Index of trends in cost of living and real
earnings in manufacturing (annual averages)

1948 1952 1953 1954 1955 1956 1957

Cost of

living 100 150 164 160 152 147 148
Real earn-

ings 100 97 97 108 115 122 122
Source: J. Michal, Central Planning 1in_Czechoslovakia,
Stanford, California: Stanford University Press (1960),

p.198.
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Wage rises were directed specifically at strategically

important groups, such as miners and industrial workers.101

Workers' earnings rose twice as fast as average per capita

personal incomes of the population (by 22 per cent and 10

per cent respectivelyloz). Politically weaker groups, such

as pensioners, suffered - old-age benefits in real terms

declined each year until 1956, and even after that, remained

103

below the 1948 level. Although probably seen through the

rose-tinted spectacles of a young and enthusiastic communist
with a bright career ahead, Mlynaf's memories of the time
confirm a general impression of adequate, if not entirely
satisfactory, welfare:

Some of the essential ideas of our communist faith
had been realised, and society had, by all
appearances, accepted them ... Poverty as a social
phenomenon had disappeared. People going about in
rags, beggars in the streets, slums in wurban
peripheries - things I could still remember from
childhood (and what I had seen in Moscow) - had
disappeared for good and were known by the younger
generation only from movies. The fear of sickness
or old age that comes from material insecurity also
vanished from everyday life. It was taken for
granted that the spectre of economic depression and
unemployment was no longer a threat... In everyday
life, the exhausting rat-race of competition,
common in capitalist society, disappeared from the
lives of working people. Of course there were
other, negative features in everyday life:
inadequate public services, an utter lack of
labor-saving household appliances, and a shortage
of consumer goods... But the more relaxed pace of
working and living on the whole q@%e many of these
negative features more palatable.

Even the most serious problem, the lack of housing,
reaching crisis proportions105 'seemed to be soluble 1in

time'. The effect of all this led to a quite widespread, if

not enthusiastic, acceptance of the regime:

Criticism and opposition continued, of course, but
they were directed toward change on the basis of
the new economic, social and political conditions
and nYBGOf turning back the clock to the capitalist

past.
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The stability of Czechoslovakia throughout 1956 earned

the heartfelt gratitude of Moscow. Voroshilov greeted a

visiting Czechoslovak delegation in January 1957 with a

declaration that the Czechoslovaks were 'the best, closest
107

and dearest friends of the CPSU'; and Khrushchev, on a

return visit in July, acknowledged his own gratitude to

Czechoslovakia:

When the counter-revolution broke out in Hungary,
our enemies asked themselves more than once: what
about the Czechs and Slovaks? Whom will they
support? We all know our enemies did not count on
having their hopes dashed ... Their hopes burst

like soap bubbles ... The Communist Party of
Czechoslovakia fully supported the decisions of the
Communist Party of the Soviet Union. This

testifief08to the deep friendship between our
parties.

At the end of his visit, he told workers at a Prague
factory, 'We are leaving you with the conviction that the
cause of Leninism in Czechoslovakia 1s in good hands'.109

The period 1957-60 1in Czechoslovakia saw two new
developments, tending in rather contradictory directions.
In November 1957, Zdpotocky died, and his position as
President of the Republic was filled by Novotny, who also
retained his Party post. He was now 1n a position to
consolidate his personal power, breaking up the old
'collective leadership' of the preceding years. Siroky had
obviously lost ground in the political ranking order, and,
in proposing Novotny for the Presidency in Zapotocky's
place, acknowledged that 'the primary need is for people to
draw even more closely together under the leadership of the

Communist party'.llo This departure from the 'collective

leadership’ approach was sanctioned by a similar

concentration of personal power in the Soviet Union at that
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time, with Khrushchev's defeat of the 'anti-Party Group' in
June 1957, and his subsequent assumption of the Chairmanship
of the Council of Ministers, in addition to his Party post,
in 1958.

As 1n Moscow, this concentration of personal power was
accompanied by a series of administrative reforms, which,
while they signalled a certain decentralisation of the state
economlc apparatus, with a view to improving the management
of the economy, were also part of power politics, providing
an opportunity to break up possible sources of resistance to
the new leader, assuring the dominance of the Party, which
now was the key power base, over the State.111

The first mention of organisational change ws not made
by either Z4potocky or Siroky, but by XNovotny himself, at
the June 1956 Party Conference, when he alluce¢l to ‘'a
decision to decentralise and simplify the s ate

112 In fact, the changes mirrored quite closely

apparatus'.
those being introduced at the same time by Khrushchev. State
officials were to be transferred to Slovakia, and to the
regional National Committees, which were given greater
resources. At the same time, a purge of state officials was
undertaken. It has been suggested that both Gottwald and
Zapotocky had shown an understanding of the need for
qualified and experienced administrators in the state
apparatus, and had therefore prevented too much disruption
of state personnel after the 1948 coup.113 Indeed,
substantial sections of it had already supported the
communists. But by the end of 1957, the protection of

potentially 'unreliable elements' under the patronage of

influential Party personalities came under threat as
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7ipotocky weakened. In October 1957, only days before

zipotocky died, Rudé Prdvo announced a drive against

'bourgeols cadres':

Party authorities, seeking the easiest way out,
often overlooked the requirement of working class

origin {95 cadres and looked mainly for specialised
cadres.

A more important aspect of the administrative reforms
than territorial decentralisation in smaller East European
countries was vertical devolution of economic managenent.
In the GDR, most of the industrial ministries were
abolished, following the Soviet example, and large
conglomerations of enterprises were formed. Czechoslovakia
did not abolish the ministries outright, but it did
establish large concentrated industrial associations (the

VHJ - vyrobn&€ hospoddfskd jednotka), and in fact for a time

went further than anywhere 1in the bloc in devolving
decision-making authority to them. By 1959, Czechoslovak
industry was more concentrated than anywhere else in Eastern
Europe. The 1,417 firms which had existed in 1948 had been
reduced by merger to 929, of which 487 were grouped into 67
associations.115 The aim, as explained in the February 1958
Central Committee resolution, was to bring
o concrete economic management as close as
possible to actual production through substantially
increasing the authority of the individgal
enterprises, while at the same tine strepgtheTigg
central direction in all fundamental questions.

The new associations were given greater freedom than
before in their sources of supply, output and sales. The
number of centrally-fixed plan targets was reduced and the
incentive system shifted from emphasis on gross output to

profit and labour productivity. A set of norms was
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established defining the firm's share in profits,
depreciation allowances, and the wage and bonus funds.
Managers were given greater decision-making authority in the
area of product mix, technical innovation and organisation,
and, to a certain extent, also in the expansion of capacity,
117

in new capital formation as well as simple replacement.

However, the crucial element of the market was missing:
-+ neither the resolutions nor the reoganisation
could assure the necessary technical development
and a shift over to intensive production, because

they did not essentially eliminate the old way of

planning orll%timulate the material interest of
enterprises.

The central plan still contained detailed directives,
and, even 1f the attempt was made to diminish the purely
quantitative approach of the plan, nevertheless, this crept
back in by the back door, in the absence of a system of
value parameters.119 Wholesale price reforms 1n 1958
reduced subsidies somewhat, but did not entirely eliminate
them, and the new prices were based on the traditional

120 When the leadership announced at

price-setting formulae.
the XI Party Congress in 1958 that the pace of economic
growth was to be accelerated, all the potentially useful
aspects of the reform were undermined, even torpedoed, by
the return to extensive patterns of growth and the
corresponding centralisation of the economic mechanism.

Not only was command planning not abandoned, but at
the same time (as in Khrushchev's reform5121) direct Party
supervision of the economy was stepped up, further eroding
managerial authority. Measures were taken which effectively

gave the Party the right of veto over managerial decisions -

'the right to enquire into and suspend wrong and socially
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harmful decisions by management' and to prevent
'misunderstandings of the new and not yet well defined
managerial powers'.122 'Class origins', 'political
maturity', and 'devotion to the Party and the working class'
were emphasised more strongly than ever in the field of
managerial appointments.

The leadership itself appears to have held highly
ambiguous views on the purposes of the reforms, becoming
increasingly suspicious of their own political vulnerability
in the face of their dependence on complex technical
expertise in the whole project, and fearing above all to
relinquish any power. At the first hint of economic
problems, the partial reforms were reversed. The economic
difficulties which began to emerge in 1959 and 1960 were in
fact seen as a result of the reforms, rather than of the
basically unaltered centralised system. A Central Committee
plenum in 1962, which deliberated upon what had by then
become a major economic crisis, condemned the reforms for
neglecting the principle of 'democratic centralism', with
the result as the resolution put it, that '... 1n practice,
a one-sided "decentralisation" took place, i.e., mailnly a
decentralisation of central direction'.123

But this is already to run ahead, for it was that
crisis of the early 1960s that finally brought home to the
Czechoslovak leadership the meaning of the legacy of
Stalinism for the economy, and set off, at last,
consideration of reform in its broadest ramifications. At
the turn of the decade, however, Czechoslovak communism

still exuded unquestioning self-confidence, and Novotny

personally was at the height of his power. Czechoslovakia
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was proclaimed to have reached the stage of 'socialism' -
the only country beside the Soviet Union to have attained

that pinnacle of human progress. A new constitution was

duly introduced in 1960.

(1i) Hungary

Nagy described the situation in Hungary in the summer

of 1953 as follows:

In the economic field we were faced with a
completely hopeless situation... Industry began to
show a steady shortage of materials. The quality

of products was deteriorating rapidly. Export
difficulties became everyday phenomena, and foreign
debts were rising steeply. Development of

agricultural production had come to a standstill,
and there was a danger of it going downhill

altogether. The area of uncultivated land
increased. The standard of living was
deteriorating, and a further decrease became a
certainty... Increasing dissatisfaction could be

observed in the ranks of the workers' class. The
keeping and consolidation of power as the principal
task f?ﬁing the Party showed up in 1its full

extent.
In this context, Hungary was clearly as ripe for the
'New Course' as the Soviet Union itself, but, on the other
hand, lacked the crucial political requirement - R3kosi, the
'little Stalin' was still alive, and in control of the
essential 1levers of power. But the very gravity of the
economic situation forced change upon him. He, and a group
of his associates, along with Imre Nagy, were summoned to
Moscow in June 1953, and instructed, in the best traditions
of comradely and fraternal relations, to set matters to
right, or else, as Khrushchev put it, they would be 'booted
out'. Malenkov, reportedly, was 'staggered' by Rikosi's

intransigence,125 but nevertheless, the Soviet leadership
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prevailed, and Nagy was instructed to take over the
Premiership from R4kosi, who was, however, left in control
of the Party. On their return to Budapest, a Central
Committee meeting heard a speech by Nagy, (which became

available only in 1985126,

in which he roundly criticised
past practices and outlined the 'New Course' for Hungarian
conditions. Rakosi was forced into self-criticism, but, 1in
fact, in the following months, did everything possible to

obstruct and subvert Nagy's efforts, as the latter outlines

in great detail in his Defence of the New Course, written

after he was finally manoeuvred out of his position in April
1955. Hungary's economic and political situation in 1953
left it open to external pressure from Moscow in a way which
Czechoslovakia was not, on account of the latter's more
stable economy, and 'natural' transition to collective
leadership after Gottwald's death. This i1n Hungary openness
worked 1in two ways, both for, and ultimately, against
change: the economic situation rendered the 'New Course'
essential in 1953, but change had to come from outside
pressure, since R&kosi dominated the core of the political
system - the Party machinery. Although there does seem to
have been a growing realisation of the wrongheadedness of
Rikosi's line within the Hungarian Party, the Central
Committee which unanimously approved the 'New Course' 1in
June 1953 was clearly doing so primarily out of obedience to
the authority of Moscow, rather than our of majority
conviction - an interpretation borne out by the equally
unanimous condemnation of Nagy by the same Committee less
than two years later, in March 1955. Thus it was basically

a pliant, malleable instrument of the prevaﬂing authority,
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and in the authority structure of the movement, R&kosi was
subordinate only to Moscow. But the Moscow leadership
itself was, 1n those crucial years, highly unstable. The
weakness of Nagy's domestic power base - firstly, that he
owed his appointment to Moscow, and secondly, that he headed
the State apparatus - served to render the Hungarian system
once again vulnerable to developments beyond its frontiers.
The years 1953-56 were years of power struggle in Moscow, in
the course of which Khrushchev, as party leader, effectively
defeated Malenkov, who appears to have acted in this period
as Nagy's protector. The trend towards party ascendancy
over the state apparatus, and with it, Malenkov's personal
demise, gave Rikosi the opportunity to bend the central
Committee of the Hungarian Party round, against the policy
of the 'New Course' (which was undergoing modification 1in
Moscow, as Khrushchev turned to defend heavy industry as a
tactic against Malenkov), and against his personal rival,
Nagy.

But, Jjust as Riakosi might have thought he had
consolidated his position in early 1955, a new Moscow line,
this time the rapprochement with Tito and the
acknowledgement of the 'socialist' validity of the Yugoslav
course, once again cut the ground from under his feet. For
Rikosi, foremost opponent of the Titoist heresy in Eastern
Europe, this presented again a profound personal threat -
for the growing number of Nagy's supporters, it was a faint
glimmer of hope on what had seemed, in mid-1955, an
irretrievably bleak prospect of continued rule by Rakosi.
At first, RAakosi seemed able to cling on to power, despite

everything. But after the Twentieth Party Congress 1in
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February 1956, the basis of his position collapsed, as did
the entire Party itself by the end of 1956. For our
purposes, 1t 1s not necessary to go through the details of
the historical development of the 1956 revolution (this has
anyway been adequately covered elsewhere127). However, it
is of interest, from the point of view of tracing the
origins and history of economic reform in Hungary, to
consider briefly whether the 'New Course' can be regarded as
a first step towards economic reform. The impact of 1956 is
relevant too for the origins and course of the reform, and
will be considered later.

To what extent can the origins of the economic reform
be attributed to Nagy and the experience of his period of
rule from summer 1953 to spring 1955? 1In Fejtg's opinion,
Nagy's speech to the Hungarian Parliament in June 1953
revealed his indebtedness to Bukharin,128 who 1ideas, 1n
turn, have been examined in depth as a major influence on
the post-Stalin reformist theorists.129 There are indeed
clear parallels with 'Bukharinist' ideas 1in Nagy's policies
- in particular, his emphasis on the adaptation of Marxism
to the actual conditions, rather than forcing reality to
conform with a dogmatised 1ideology. For Bukharin, in the
context of the Soviet Union in the 1920s, this meant coming
to terms with the overwhelmingly peasant nature of the
economy, a far cry from the conditions in which Marx had
envisaged communists coming to power. In Bukharin's view,

the peasants could not be forced into collective farms -

this was unthinkable both in political terms, since it

implied massive reliance on coercive forms of rule which

would lead to a degeneration of the socialist state, and
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also in economic terms, since anyway industry was not yet at

a level to provide adequate means of mechanisation, the
essential preconditions for large-scale farming. Bukharin
was not opposed to industrialisation per se (although his
opponents accused him of this), but rather was concerned
with a development policy based on balance between economic
sectors - that agriculture and industry and, within
industry, light and heavy branches, should develop alongside
each other. Thus he diverged from the radical leftist plan
of forced-pace 1industrialisation through priority on heavy
industry and subordination of all other sectors and
branches, and popular consumption, to the goal of maximum
increase of output of heavy industry.130

Nagy clearly followed a similar pattern of thought,
although there 1is no evidence of conscious or overt
indebtedness to Bukharin. It was a pragmatic response to
the situation in Hungary, which, in the early post-war
vears, had certain rough parallels with the Soviet economnic
conditions of the 1920s, in its underdeveloped agrarian
structure. Nagy, like Bukharin, believed firmly in adapting
Marxism to fit national conditions - which, in the Hungarian
context, involved not only paying attention to the
surrounding reality, but also, rejecting the Soviet
experience as a universally valid 'model' for all 'builders
of socialism' to follow. while Bukharin foresaw the
political and moral implications of the leftist path of
forced industrialisation, Nagy based his policies on the
actual consequences of its practical implementation. He

shared with Bukharin an indelible streak of basic decency

and humanism which aroused in the latter apprehension for
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the future, and in Nagy, horror at the past. Both men's
thought 1is marked by an emphasis on gradualism, flexibility,
patience, and tolerance, a preference for persuasion over
coercion as the normal instrument of government.

In concrete policy terms, Nagy followed a line
paralleling that advocated by Bukharin in the Soviet Union.
Firstly, he stressed the need to develop and expand
agriculture, but also conceded that this could not be done
through the collective farms, which, based on forced
membership, repression of the most successful, 'kulak',
farmers, and 1inadequately supplied with machinery and
equipment , had led to near disaster by 1953.
Correspondingly, he announced in his July speech to the

131 that membership of the collectives would no

Parliament,
longer be obligatory, that government support and guarantees
of security would henceforth go to private producers, and
that investments in agriculture would rise (by over 20 per
cent 1in the year 1953—4132). The permitted size of
household plots was raised from 1/2-3/4 acre to 1-1 1/2
acres. Compulsory delivery quotas from the collectives were
ended, and the state prices for deliveries under contract
were raised. The concomitant of this policy was an equally
rapid turnabout in industrial policy. Investment 1in heavy
industry was cut by 41.1 per cent in 1953-4. 'The
development of socialist heavy industry cannot constitute an
end in itself', he declared 1in 1953.133 But, as he
repeatedly emphasised in his 1955 self-justification, he was
not opposed to industrialisation itself, but to

'ultra-industrialisation', the disproportionate way in which

the Rikosi policy had enforced it. Thus, he saw the 'New
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Course' not as a reversal of the basic 'strategy' - the
'construction of socialism' ,- but as a revision of the
tactics. The disproportionate development of the Rakosi
period required, he argued, a temporary halt in the pace of
industrial development, to allow agriculture to catch up,
and within industry, light and consumer goods industry to
gain ground. The 'basic law' of socialism, he argued, was
not the primacy of production of the means of production,
but the 'constant raising of 1living standards of the
population'.134

To what extent can Nagy's 'New Course' be seen as the
forerunner of reform? In two respects, it clearly is -
firstly, in the general philosophical approach of
pragmatism, as opposed to abstract, overtheorised dogmatism;
and secondly, 1in the reassertion of consumption as the
primary goal of the economy, as opposed to 'production for

production's sake'. This attitude and this basic policy

assumption appear to be the essential preconditions for

reform, but it is not clear that they are sufficient. In
fact, Nagy's 'New Course' seems to have been less developed
as a coherent, systemic critique of Stalinism than
Bukharin's concept of the NEP as presented by his
biographer, Stephen Cohen. Lomax, in a healthily sceptical
appraisal of Nagy as a thinker, refers to the 'enshrouding
verbiage of self-righteousness, common-sense moralising and
third-rate marxist-leninist theorising' which characterises

1
his main work, In Defence of the New_ Course. Lomax also

points to the unsystematic nature of his critique of
Stalinism - Nagy, like Khrushchev, saw it as a question of

the abuse of power by an evil man, rather than as due to a
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structural defect of the political system established after
the Bolshevik revolution.136 In the economic sphere, too,
Berend argues that the introduction of the 'New Course' in
1953 'brought no new insights into the real nature of the
economic mechanism ... the system of planning was thoroughly
identified with the socialist system itself. All they
thought that could be done was to use the given system more
rationally'.137 In a sense, of course, this was perfectly
natural - the very excesses of Rakosi's economic policy were
so obvious that they would tend to overshadow or camouflage

138 Thus Nagy's 'New

the underlying systemic defects.
Course' was rather a 'reculer pour mieux sauter', in the
manner of Lenin's original conception of the NEP, than a
developed blueprint, which 'Bukharinism' became. Nagy,
while emphasising the 'fundamental' nature of the break
which the 'New Course' represented from R&4kosi's policy,
also emphasised that the basis task of 'building socialism'

remained. An essential element of later developed economic

reformism was market competition. Competition, as advocated

by Nagy, meant mainly competition between the private and
public sectors. While this, it was acknowledged, would
require some change in the manner in which the state sector
was organised, this was not developed at the time. The
coexistence of private and public sectors was, moreover,
seen as a temporary necessity -in time, as the economy
developed, the division would be superceded as production
became more fully 'social' in character. The concept of the
future sytem of more developed socialism did not undergo
revision - particularly with regard to the directive concept

of the plan - while one of the later, central arguments of
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the reformers was to be that it was precisely the developed,

advanced nature of the economy which necessitated change in
the basis concept of socialism to incorporate the use of
competition, the market, enterprise autonomy, and flexible,
'indicative' planning. Thus, owing to the lack of

understanding of the systemic nature of the problemn,

measures taken to put things right misfired, as Berend

explained:

The system ... made no use of economic incentives;
the material incentives to fulfilling the plan were
reinforced by administrative regulations aimed at
guaranteeing the realisation of the central goal.
The last resort in this system of incentives was

thus, disciplinary, and, what is more, legal
action. After 1953, however, when one-sided
administrative measures were criticised and
discarded, these kinds of incentives quickly
disappeared from the economy. However, thais
happened without any change 1in the system of
planning. In this way, the last compulsion to

comply with the centrally set objectives was done
away with, without anything being put 1in 1its
place... Thus, despite the efforts made to
rationalise the system of central plannin939 in
practice it was worse after 1953 than before.

There were two possible conclusions which could be,
and were, drawn from this experience. Firstly, the
conservative 'common sense' of the apparat concluded that
this proved the folly of such tinkerings with the machine,
and indeed, after Nagy's removal in 1955, a return to the

140

old patterns occurred. The second, more sophisticated,

conclusion was that the system itself had to change. While

Nagy himself may not have grasped fully the systemic aspect

of the economic problem, a few economists began very soon to

focus on precisely this, and in the more liberal and

self-critical atmosphere of the period of Nagy's
141

premiership, research proceded in this direction.

The 1956 revolution was an event of cataclysmic
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significance for Hungary, for all sections of society, for
the population and for its rulers alike. The essential
lessons drawn by the new Party leadership from the
experience provided the seeds of change in economic
approach: firstly, it was henceforth axiomatic that the one
unquestionable purpose of economic policy must be to
maintain and constantly improve the standard of living of
the population; and secondly, following on from this, it was
recognised that commitment to Marxist-Leninist ideology must
always be trempered by ragmatic considerations. These two
lessons created the propensity in the new KAdAr leadership
to follow a reformist course after 1956, instead of merely

reasserting the status quo in the economic field.

There is strong evidence, 1in the December 1956
programme put forward by KA&d4r, that he seriously hoped it
would be possible to introduce radical economic reform from
the very beginning. A committee of 200 experts was set up
in early 1957 under the chairmanship of the economist (and
former member of the Smallholders' Party) Dr Istvan Varga,
with instructions to investigate the existing economic
system in full, and to make proposals 'for the revision of
the economic mechanism'. As Robinson notes, 'In contrast to
the pre-1956 period ... official attention now began to
focus on the economic mechanism and not merely on policy and
planning targets'.142 The explanation of this shift of
focus would appear to 1lie, as suggested above, in the
experience of the Nagy period. The dire state of the economy
too - an estimated 20 per cent of GNP was lost as a result

of the 1956 upheaval - would have acted as a further

catalyst for urgent thought about a solution. Moveover,
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there was also that irreversible shift in the basic economic
policy assumption 'that the primary object of the
distribution of national income and the preparation of
economic 1investment plans should be a gradual rise in the
living standard of the workers'.143
The Varga Committee debated long and hard with itself.
'In the course of the preparatory work, extremely divergent
views were advanced, 1including the proposal of a return to a
decentralised market economy'.144 The Yugoslav
self-management model was clearly an attraction for the most
radical economists, who also hoped that in this way, the
revolutionary Workers' Councils set up in 1956 to resist the
Soviet invasion, could be preserved, and thus some of what
people had hoped for in 1956 might be retrieved. The
Yugoslav model was apparently especially influential in the
Budapest party - in fact, of course, K4&d4r's own original
power base.145 But the Yugoslav option was quite quickly
ruled out politically, by the suppression of the Workers'
Councils in 1957. What the Varga Committee came up with, 1in
late 1957, was a three-part study, consisting of: a) an
analysis of the economic situation, which provided a
systemic critique of the economic mechanism of Stalinism;
b) an assessment of the prerequisites for economnic
development, which outlined basic economic policy measures
for balanced, growth, recommended energy and employment
projects, and an agricultural policy based on cooperation of
the private and collective sectors; and c¢) a rather general
outline of the new concept of 'economic guidance', which was

advocated in place of administrative direction of the

economy . This involved the use of the price system and
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credit policy, to allow enterprises greater autonomy - with
the attendant risk of closure for unprofitable producers -
and thus, to allow central planning to focus on the
long-term, leaving annual and operational planning to the
enterprises themselves.146 Thus, the Varga Committee's
report can be seen, with hindsight, to have been the 'first
step' on the road to reform.147 However - 1t was not to be
implemented straight away.

The political situation both internally and externally
made the introduction of such a reform, marking a
significant break with Soviet practice, impossible at that
time. As we shall see in Chapter IV, up until the early
1960s, hardline views were preponderant in the internal
policy-making bodies, reflecting general trends in the
international communist movement and the particular twists
and turns of leadership politics in Moscow. The main task
put in front of the KAdir regime was the restoration of
order, which involved repression of autonomous social and
political forces and the consolidation of strong central
power. There 1s an obvious, inherent contradiction 1in
introducing measures to promote decentralisation of control
and autonomy in economic life, while carrying out a
throroughgoing programme of coercive recentralisation in the
political sphere. Even had the main Party bodies been fully
in support of KAddr on the question of economic reform, in
the immediate aftermath of 1956, the country was not
effectively autonomously governed. The Soviet army, the
Soviet embassy, and Soviet ‘'advisors' installed 1in all key
points of the apparatus, effectively ran the country. Thus

until the Soviet leadership was confident that political
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power had been fully consolidated, and furthermore, until
they themselves began to recognise the need for fundamental
change in the economic system, reform in Hungary along the
lines of the Varga commission's proposals was ruled out.

The goal of securing the standard of living of the
people had therefore to be achieved without fundamental
reform, insofar as it could be achieved at all. A wage rise
of 10 per cent was granted in January 1957, but had to be
rescinded 1in August due to economic pressures on the
government,148 and this in turn reinforced the immediate
political trend towards the use of force in dealing with
society, rather than persuasion. But the provision of some

149 cuts 1n the

$300 million of Soviet goods and credit aid,
rate of 1investment, the virtual abolition of defence
spending (as the Army had been disbanded), and three years'
good harvests, all contributed to a steady rise 1in the
population's consumption, by 3.1 per cent in 1958, 6.4 per
cent 1n 1959, and 6.2 per cent 1in 1960.150

Further evidence of the hardline trend 1in economic
policy was the decision to recollectivise agriculture. As
noted above, the breakdown of the cooperatives was
intolerable for the Soviet Union and other neighbouring bloc
countries, and for the prevailing Central Committee

majority. In fact, the number of private farms increased by

15 per cent between mid-1956 and mid-1957, reaching their
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1949 1level of 1,662,700. In July 1957, the Central

Committee reasserted the principle of collectivisation, but
little happened, until December 1958, when the Central
Committee passed a resolution of 'accelerating' the pace of

collectivisation, and in March 1959, the decision was made
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to go ahead, after Kaddr returned from a visit to Moscow in
January . But 1t was a measure which divided the Party

bitterly - three schools of thought have been identified by

Robinson:
1) those who were keen to drive peasants into the
cooperatives by deliberate impoverishment of

non-joiners, with no regard to the losses this would
involve;

2) those who opposed collectivisation at that time,
fearing precisely what the first group wanted, and
seeing the overriding policy aim as maintaining
agricultural output;

3) those who acquiesced in the policy of
collectivisation, but also advocated the use of
persuasion and voluntary recruitment; and who
maintained, or rather hoped, that agricultural
production could be kept at a constant level by the
use of incentives and subsidies. K3d4r appears to
have adhered to this group, as Robinson argues, 'in an
attempt to maintain control over a movement he was
unable to prevent in the first place'. 32
But in practice, some coercion was 1inevitable. The

appeal for ‘'voluntary' subscription to the cooperatives

simply could not have been met with a genulne popular
response in the context of the recent history of the
agricultural sector. But excesses did not go unpunished.

In the winter of 1959, 100 Party activists were disciplined,

and 23 prosectued for the unjustified use of force. > This

allowed K&Zd4r in fact to dismiss D&gei, the hardline

Minister of Agriculture, in January 1960, and replace him
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with a competent collective farm manager, P41 Losonczi. By
1961, the process was declared complete - while only 10 per
cent of arable lands had been in the cooperatives 1in 1956,
in 1961, only 10 per cent remained in private hands.154
Thus, the Central Committee was able to declare in February
1961, 'socialist conditions of production have become
dominant 1in agriculture'.155

What was achieved by this? Undoubtedly, the gains
were all political. Total agricultural production in 1961
was stagnant, at i1ts 1934-38 average level, exacerbated by a
drought. But K4d4&r had appeased the hardliners at home and
elsewhere 1in the bloc and had brought the pattern of
ownership relations into line with the rest of the bloc.
Thus on the one hand, he had covered himself against further
anti-reformist ideological attacks upon himself as a
'defender of the petty-bourgeoisie', while, at the same
time, the negative economic consequences ultimately would
serve to strengthen the case of reformers, advocating
systemic change as the only means of securing the primary
aim - a guaranteed continual rise in the standard of living.

Thus, despite the prevailing hardline trends, changes
in the methods of management of the economy were not
entirely ruled out. Compulsory agricultural deliveries were
abolished; a new incentive system to promote technical
innovation and an enterprise profit-sharing scheme were
introduced; a reform in the method of calculating producer
prices was carried out. Later, in the early 60s, as in
other CMEA states incuding Czechoslovakia, a merger

programme was implemented in the organisational structure of

industry. Thus throughout the period to 1961, a series of
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partial changes was introduced. While the political context
favoured the choice of what the Deputy Chairman of the
Planning Office described (rather optimistically) as
'purposeful, quick and efficient'156 central measures to put
right the immediate effects of the 'mistakes' of the past
economic practice, on the other hand, a 'change in social
atmosphere', a 'clear break with arbitrariness'ls7 was noted
in the economic apparatus. Despite the rejection of the
Varga report, it was made clear that the use of experts and
specialists in economic policy making would continue and
expand.158 Economics as a science was to be promoted, and
by the end of the period under consideration, the President
of the Hungarian Economic Association was able to report:
After a somewhat difficult task, when its advocates

were but few, this widening and intensifying
movement [of devising the reform] begins now to

embrace every branch of economic science,
compelling them to evaluate their experience and
theorens. Under its influence, a Dbustling

intellectual activity has been started, even in
such fields where a few years agp inclination
. . 59
towards innovations was but moderate.
The role of the economist as a partner to decision
makers in socialism began in these years, as later expressed

by Kornai -'He has ceased to be in "opposition" and belongs

now to "government". It is his duty to think of the ways to

- 160
render his own system more efficient'’.

The change of attitude towards economists and
specialists reflected the basic change in the nature of the

regime - 1its pragmatism: 'The sound recognition__ of

y : : . C
realities' gained preference in economic policy', as Berend

puts it.161 These were years, he argues, more important

possibly for their intellectual and educative 1mpact, rather

than their practical achievements, when there began a
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process of 'rethinking on a number of basic questions, which
had formerly been regarded almost as taboos'.162 The
pragmatism at the heart of the regime thus kept it open to a
process of learning by the experience - none too successful

- of partial change:

Economic leadership approached the economy in the
practical realisation of its economic policy not on
grounds of preconceived ideas, or doctrines, but on
the grounds of reality, flexibility in responding
to fac?s, sensibly perceiving the social effects of
economic policy and seeking creative answers to the
emergling practical problens. This practice of
leadership explains why the correction phase
(1957-61) underwent a continuous development16§nd
carried in 1itself the possibility of progress.

In the course of the 1950s, in both Czechoslovakia and
Hungary, the question of economic reform had begun to enter
the political agenda. In fact, a varied experience of
different types of planning had been amassed - from the
immediate post-war recovery programmes,through the period of
Stalinist centralism to the partial adjustments of the 'New
Course', and the limited changes of the later 1950s. All of
this provided food for thought for economic specialists.
This was particularly true of Hungary, where the more open
atmosphere of the Nagy period had permitted some
far-reaching questioning and analysis, bearing fruit in the
work of the Varga Commission. But in Czechoslovakia too,
the experience of limited reform at the end of the 1950s
stimulated a rethink among traditional 'political
economists' such as Ota Sik, suggesting the usefulness of
reexamining alternative forms of planned economy, such as
that of 1945-48. Among the economic intelligentsia, a

coherent concept of a fundamentally different socialist

economy was emerging. But the key to this concept's
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adoption as official economic strategy was of course
politics, both internal and external. A move as significant
as the introduction of economic reform required the
conviction of Party leaderships - in Moscow as well as in
Prague or Budapest - of the necessity of further change,
beyond the partial and inconsistent adjustments being tried;
and it required the consolidation of support below the top
Party leadership for such a move.

In Czechoslovakia, the Novotny leadership,
consolidated at the end of the 1950s, was profoundly and
inherently hostile to change of any sort, and
extraordinarily complacent about the economic situation. A
decision to change, t