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ix.
SUMMARY

The work is an attempt to survey and analyse, in a historical context, the
evolution of the Communist Party's policy, strategies and tactics with reéard to
agriculture in Hungary. It covers a period from 1919 - as Hungary emerged from
the break-up of the Austro-Hungarian Empire and the collapse of the short-lived
Soviet Republic under Béla Kun - through' the considerable political changes
after the Second World War - especially when, in 1948, the communists took
power and Hungary became a People's Democracy and its agricultural
development began to follow the Soviet model closely - to the popular Uprising
in 1956. Despite the great changes that had taken place after both the First and
Second World Wars the element of continuity was an important factor. One of
the main purposes of the study is to trace the interplay of political and economic
forces with particular reference to the fortunes of agriculture in Hungary over
this period.

The study is divided into four more or less distinct parts. In the first part
the background to the main story is given: the agrarian conditions, the political
and socio-economic position of the peasantry, the attitudes and policies of the
governing and opposition parties, with special reference to the Communist Party
in the shadows of illegality, during the inter-war period. The economic éffects
of the War are also discussed. The second part is devoted mainly to discussion of
“the political and economic process which had begun before 1945 and the new
policies which were initiated, still with individually owned peasant farming,
during the period. It first describes and analyses the struggle for political
supremacy between the communists and, on the one hand, the other coalition
partners and, on the other, the peasants, through the period of Land Reform and
the Three-Year Reconstruction Plan, and then examines the potential for the
development of private, individual, farming. This section concludes with the

defeat of political opposition and of the peasants in 1948. This is followed, in



X.
part three, by discussion and analysis of the various aspects, theoretical and
practical, of the policy of collectivisation launched by the

communists in 1948/1949, including its effects on the peasants and agricultural
production.  The final part examines the changes and developments in
agricultural policy following Stalin's death in 1953: it déscribes and analyses
Nagy's attempt to implemer}t the libersalising political and economic, and in
particular, agricultural, polj\c"iles of the 'New Course' - under which peasant
exploitation was reduced and forced collectivisation céme to a halt - through his
struggle with Radkosi, whose continued obstruction of Nagy's policies ﬁnally
resulted in the latter's removal from power, bringing the progress of the 'New
Course' to an end and leading to a return to the earlier policy of collectivisation.
Popular discontent and Khrushchev's dendunciation of Stalin at the Twentieth
Party Congress in the spring of 1956, however, helped to precipitate a renewed
protest movement which, in October 1956 spilled over into a revolution which
restored Nagy to power. Part four concludes with a discussion, inter alia, of the
ferment in agriculture immediately preceding the revolution, the revival of post-
1945 political forces and the role played by the peasants during and immediately
after the crushing of the revolution, resulting in the temporary defeat by the

peasants of the regime's efforts to collectivise them.



PART 1: HISTORICAL ANTECEDENTS

An attempt is made here to provide a general but important background
to political and economic developments related to agriculture in post-war
Hungary. Many of the policy decisions made up to 1948, in the field of
agriculture, were influenced by, indeed often directly reflected the historical
position of the country's peasantry and political parties during the period
preceeding the Second World War. Agrarian policies pursued after 1948
seemingly do not bear much relevance to pre-war agrarian problems. The
policies, on the whole, were the result of political-ideological considerations and
decisions were, often, made without any economic raison d'etre; the will and
wishes of the entire class of peasantry, more than before the war, were
completely ignored. Soviet agrarian practices were slavishly imitated and,
particularly up to 1956 - save for the brief Imre Nagy interregnum in 1953 - not
even an attempt was made to adapt them to Hungarian conditions. While the
basis of policy decisions had changed radically the human material in agriculture
- the peasantry - remained, largely, the same as before the war: their behaviour,
their attitude, their aspirations and reactions to policies, between 1945 and 1948
and after 1948, during collectivisation, were conditioned by and had their roots
in the agrarian political a‘nd economiec problems of the pre-war period.

Agrarian conditions in Hungary, before 1945, were characterised, both
in respect of social level and organisational strucure, by serious contradictions
and backwardness. Unlike the more developed European countries, Hungary did
not undergo many important social and technological changes. Not only England,
France and the Benelux countries, where these changes opened the road for
important agrarian developments, but also Czechoslovakia, Germany and the
Northern countries enjoyed much more favourable conditions for agrarian
development. Even her otherwise economically and socially more backward

neighbours left Hungary behind in agrarian development during the inter-war
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period. What were the reasons for this? "~What specific conditions influenced
Hungarian agriculture? To understand the developments in post-1945 Hungary a

survey of the inter-war period is important.
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Chapter 1: The Economics of Agriculture in the Inter-war Period

1.1 Impact of Territorial Changes after World War I

Although the collapse of the Austro-Hungarian monarchy brought
Hungary's independence from Austrian domination, the new territorial conditions
prevailing after the Trianon Peace Treaty had far reaching social and economic
consequences. The territory of the new Hungary was reduced to 32.7 per cent of
its previous size and according to the 1935 Census, 41.6 per cent of the
population projected of the old territory lived within the new boundary. These
two pieces of data demonstrate the major problems created by the territorial
changes. The central areas left to Hungary were the more densely populated.
The density of population prior to the changes was 64.2 persons/kmz, after them

it was 82.4 persons/kmz.(l)

This density of population, which reached the figure
of 97.8 persons/km2 by the end of the 1930s, was much higher than most
contemporary industrialised European ecountries, e.g., France, Denmark and

(2)

Austria'”’, whose densities were approximately half that figure. This was the
fundamental problem: a'population density corresponding to a developed
industrial country had to be supported by an underdeveloped agrarian-industrial
country. Agrarian reforms, i.e., land re-distributon, or accelerated, state-
subsidised industralisation to absorb surplus labour were the most important
preconditions.to resolve these problems. On the one hand, as will be shown, the
obstinate hostility of the large landowners to any} radical reduction in their
holdings precluded a meaningful land re-distribution. On the other hand,
industrialisation faced almost unsurmountable difficulties. Whilst it was true
that with the territorial change, statistically, Hungary became more
industrialised, the share of the actively engaged labour force in agriculture

declined from 64.5 per cent to 55.7 per cent after World War I (it declined

further to 51.8 per cent by 1930 and 49.0 per cent by 1941)(3), industry lost most
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of its raw material resource base, which remained outside the new boundary.
Industry, therefore, became dependent on foreign trade for raw materials and for
modern machinery. The foreign trade sector, thus, became one of the most
important sectors for the functioning of the economy. Agriculture, besides
having to supply the population with food, which became more difficult since the
agrarian population was smaller - although the proportion of landless peasants
was higher - had to finance the country's raw material imports in addition to any
industrial development. This at a time when high industrial raw material prices
and low agricultural export prices further aggravated the problem. But
industrial development, with industrial protection under a customs system which
led to high iﬁdustrial prices, also had to be financed by agriculture. Without this
protection freely competing cheap foreign products would have ruined the
chances of developing domestic industries. @ The resultant high domestic
industrial prices put increasing demands on agriculture. In a sense, the roles of
industry and agriculture were reversed. In pre 1918 Hungary, agriculture enjoyed
the benefits of high customs barriers and it was industry which had to suffer all
the disadvantages; now industry with its high costs, enjoyed the benefits of
protection and agriculture was to bear the burden of international competition.
Although the number actively engaged in agriculture declined, Hungary,
during the inter-war period, remained primarily an agricultural country.
Undoubtedly, some progress was made during these two decades in
industrialisation. = Hungary very slowly began to change her agricultural
character. The decline in the agricultural sector played a significant role in this,
but the lag compared with other European countries remained considerable. The
small change achieved was, nevertheless, positive: the share of agriculture,
during the inter-war years, in the National Income declingd from 42 to 37 per
cent and that of industry increased from 30 to 36 per cent; the share of

industrial employment, by 1941, increased from 21 to just over 25 per cent(4) but
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even if employment in commerce and transport are included with industry the
increase in its share from 30 per cent, in 1920 to 35 per cent in 1941 was a
moderate one. Manufacturing industrial output at 1929 constant prices increased
by 28 per cent from 1913 to 1938, about 1 per cent growth pa which ecompares
very unfavourably with growth rates of 5.4 per cent in the early years of the

(5)

twentieth century. This moderate industrial progress, which to a degree
occurred under the framework of war economy conditions was, however,
‘insufficient to reduce the social tensions created by the depressing
unemployment level among the agricultural workers.

The other important consequence of the boundary rearrangement was the
effect it had on the distribution of land ownership. The change did not affect
large and small holdings in the same proportion. The number and area

5(6) is shown in Table 1.1 below.

distribution of holdings, by size classes, in 189
The outdated, semi-feudal, conditions that dominated in Hungary at the turn of
the century are clearly visible from the table. Nominal changes in the
distribution of land holdings did oceur during the period between 1895 and the
First World War, but this does not, significantly, alter the picture.(7) Indeed,
great differences between large, medium, dwarf and landless peasantry remained
even after the 1918/1919 revolution. Although the execlusion of forests and
pasture holdings in Table 1.1 distorts the picture, since their inclusion would
increase the relative weight of large estates, the lopsided land distribution which
existed before the First World War is clearly demonstrated.l Almost 24 per cent
of the total number of holdingé with an average size of 0.4 cadastral yokes
possessed only 0.6 per cent of the total land area, another 30 per cent, averaging
2.7 cadastral yokes, had 5.2 per cent of the total area. More than half of the
total number of holdings was below the size of 5 cadastral yokes. Against this

the over 1000 cadastral yokes holdings possessed 11.9 million cadastral yokes

i.e., 32.3 per cent of the total area. Another striking aspect of the table is that
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holdings exceeding 100 cadastral yokes, exactly 1 per cent of the total number,
-owned 47.7 per cent of the total land afea. The dispersion shown by the average
size of holdings, ranging from 0.4 to 3160 cadastral yokes, demonstrates an even
more pronounced unequal distribution. The majority, if not all, of the owners of
the holdings in the first two categories could not maintain themselves from their
agricultural production and had to find employment on larger estates to
supplement their incomes.

This already highly distorted pattern of land distribution was further
augmented by the new boundary conditions. The structure of agriculture in the
new territory differ from that before 1918. The effect of territorial changes is
shown in Table 1.2 below:

One, perhaps the most important, change in the agricultural scene was
the greater number of large estates, above the 169 cadastral yokes category,
than of smaller peasant holdings located within the country's revised territory.
Approximately 70 per cent of the latter category, and particularly of the holdngs
in the 0 -10 cad. yokes range, were situated on the ceded territory. Although the
average arable land area of these holdings, except for those in the 1-5 cad. yokes
category, was relatively higher than in the whole of pre-1918 Hungary - though
only slightly - it did not compensate for the greatly increased proportion of
estates, above the loo cad. yokes size, brought about by the territorial changes.

Therefore, in post-1918 Hungary, the social structure of agriculture
became more polarized. Territories had been added by the Trianon Peace Treaty
on which the relative share of peasant holdings was greater, but within the new
boundaries large estates became more dominant, as shown in Table 1.2. On
average, 45.62 to 58.10 per cent of pre-1918 holdings in the 100-1000 cad. yokes
category were located within the country's new boundaries. With respect to the
above 1000 cad. yokes size this figure was 68.33 per cent. The effect of

territorial changes is even more pronounced if these proportions are considered
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in relation to arable land area. In this case, 70.12 per cent of the above 1000
cad. yokes size were now located within the new boundaries. The reason for this
was that the large estates near the country's former‘ border contained a
proportionally higher share of forest land. The result of these changes was that
in relation to the whole pre-1918 situation the social structure of agriculture in
the new territory differed considerably and the proportion of arable land area
within the 0-10 cad. yokes size holdings declined. The number of holdings within
the 0—1'0 cad. yokes size, the smallest and economically the least viable, declined
from 81.35 to 76.63 per cent, but within this category, especially those in the 1-3
cad. yokes size, the share of arable land area fell from 27.83 to 19.30 per cent.
Consequently, the average size of this economically unviable category of
holdings was further reduced. The result of this was that these owners now
became more dependent for their livelihood on undertaking paid or auxiliary
employment than was the case before. Particularly those in the 3-10 cad. yokes
size had their arable land area reduced, adversely affecting their operating
conditions. But operating conditions had worsened even for those 10-50 cad.
yokes category since their number had increased relatively by some 3.93 per
cent. The difference between the lower and upper categories, i.e., holdings
above‘100 cad. yokes size, became more prominent. Within this category, but
particularly in the above 1000 cad. yokes size of holding, significant changes
occurred in respect of both number and share of arable land area. The number of
estates above the 100 cad. yokes size category in pre-1918 Hungary was 0.71 per
cent of all hyolding‘s, and their share of arable land area was 30.66 per cent. The
corresponding figures in post-1918 Hungary were 1.1 and 41.15 per cent. The
number of estétes in the above 1000 cad. yokes size increased even more
dramatically from 0.06 to 0.12 per cent with their share of arable land area
increasing from 11.05 to 17.67 per cent. It can be seen that the overall

importance of large estates within the revised territory was considerably greater
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aﬁd tensions within this néw agrarian social structure became more intensified.
As a result, the role of large arable land farming increased considerably. These
are important facts, which would go a long way to explain the increasing
pressures for land reform from 'below' and the increasingly hostile attitude to
land reform proposals from 'above', by the landowners - even though social
tensions were visibly increasing and they were fully aware of the consequences if
reform were not affected. In pre-1918 Hunga'r'y land re-distribution affected
areas, largely, of forestry or less useful land and these were located in the lost
border areas. Any future reform would affect valuable arable land which, as
shown earlier, became more important to landowners. Hence, their growing
reluctance. Thus, the increasingly rigid and hostile attitude of this eclass to
reforms can be explained by these structural changes brought about by the Peace

Treaty.(g)

This is, of course, not the fully story as regards the impact of
territorial changes. The landless and propertyless peasants of the agricultural
population have not yet been considered. Even before 1918 they represented a
sizeable proportion of the agricultural population. This stratum, being
predominantly employed by large estates, lived largely within the new
boundaries: 47.4 per cent of agricultural servants and 42 per cent of agricultural
workers lived in the new territories. Looking at the distribution of agrarian
population according to occupation, in the two periods, the differences in the
social sructure can be seen in Table 1.3:(10) The proportion of wage earners
(categories 5 & 6) within the total agricultural population, in fact, increased
significantly. While previously farm-servants and agricultural labourers
constituted 33 per cent of the total agricultural population, this proportion was
now increased to 45.7 per cent. When the category of peasants with insufficient
land to support themeslves and their families is added to the above group the

working strata in agriculture, i.e., the wage earners, come to more than half the

agrarian population.
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The dissolution of the Austro-Hungarian monarchy and the subsequent
territorial changes also had an adverse effect on agricultural production and
marketing. Hungarian agriculture during the pre-1918 period supplied the whole
empire with its produce. In this established economic structure industrialised
Austria and Czechoslovakia supplied Hungary with industrial products in
exchange for agricultural produce and industrial raw materials. During the
monarchy 70 to 80 per cent of Hungary's exports was taken by these two
countries and a similar proportion of Hungary's imports came from them. The
area formed a Customs Union with common monetary and integrated banking and
credit systems. In essence, it operated like an internal market and the system
protected Austrian and Czechoslovakian industries and Hungarian agriculture
from outside competition. Hungarian agricultural produce found a secure market
and was not under competitive pressures from other European or overseas
countries. This rather idyllic scene was disrupted considerably by the
dissolution. Austria and Czechoslovakia, the two most important markets,
became independent countries and in effect closed their markets to the
agricultural produce of Hungary. It was not so much the discrimination, by high
protective tariffs, which had the most damaging affect on Hungary. It was the
fact that under the new arrangement Hungary's agricultural produce was exposed
to world wide market pressures and significantly increased competition. This put
Hungary, with its low produectivity in agriculture and high costs of production, in
a very difficult situation. Austria and Czechoslovakia were now in a position to
choose between Hungarian or any other country's agricultural produce. The
result was that the previously protected Hungarian agriculture, isolated for so
long from world market pressures, now had to face a drop in its artificially high
agricultural export prices to, or even below, the world market level. This was
not all. The policy of self-sufficiency in agriculture pursued by Austria and

Czechoslovakia, the unfavourable world-wide market trend for agricultural
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produce and the qualitative change in Hungary's domestic market conditions, and
the fact that regions previously dependent on imports of agricultural produce
were annexed to agricultural countries and were lost as markets for Hungary
aggravated the problem even further. Agricultural market conditions, former
export possibilities and internal distributional problems gradually became more
and more strained.‘ The 1918 territorial changes disrupted and confused the long-
established distributional network. In the years immediately after the war this
did not pose particularly great problems: no food surplus existed. But by the time
the reconstruction period came to an end it became more and more difficult to
find external markets for the accumulating agricultural surpluses. Hungary's
domestic market, small now and never really developed, with low effective
demand, could, of course, have been extended by a substantial increase in living
standards. This, ho.wever, did not come about. Therefore the lion's share of
agricultural production had to be sold on foreign markets. Furthermore, the
considerably increased volume of badly needed industrial imports, aggravated by
the loss of the country's resource base, necessitated a further increase in
exports. Under these conditions the balance of payments became, increasingly, a
constraint on the development of the economy. Agricultural produce was, of
course, predominant in Hungary's total exports - its share, at current prices,
varied between 65 and 82 per cent of total exports (ignoring price distortions); to
achieve a balance in foreign trade depended, even more than in the past, on
- agriculture. Operating against many and varied difficulties, success was not
achieved. The technically relatively backward Hungarian agriculture, with high
production costs inspite of the availability of cheab labour,could not stand up to
the challenge from overseas countries. Scarcity of capital, a slow rate of
industrialisation and urbanisation and the limited domestic market were some of
the reasons. But probably the most important single factor was the low

efficiency reflected by the organisational structure, spoilt by the benefits of
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protection. During the monarchy this was not so noticeable, but during the 1930s
(11)

it was becoming increasingly visible.

Theoretically, at least, it was possible to find a way out of these
problems. Firstly, by increasing the earnings, purchasing power, of the working
population, especially that of agricultural workers, the domestic market could
have been extended. This, however, would have opened the road for increased
competition between large and family peasant landowners resulting in lowering
the incomes of large estates. This solution was not adopted. Instead, rural réal
incomes were further depressed in an attempt to reduce production costs and to
increase competitiveness on external markets. But during ﬁle years of the
depression even this proved insufficient. So the regime, by tax and other
revenues, resorted to a system of agricultural exports and subsidies, largely for
those engaged in grain production. Since for small farmers it was more rational
to switeh to animal husbandry and market gardening the government policy
implied a free gift to big estates, to the least enterprising, and at the expense of
the rest of the rural and non-rural community. Thus, the whole working
population was made to carry the burden of inefficient large estates. Farmers
paid directly for this in the form of steeply graded land tax and agrarian workers
and cottagers by low real incomes. They supported the low production of large
estates.(lz)

Secondly, a considerable modernisation programme of the technically
~ backward agricultural sector was needed to improve its efficienecy. This,
however, would have required a significant stepping up in the invetment
programme. In the new situation, as discussed previously, capital requirements
increased considerably for the national economy. Demand for resources came
not only from agriculture but also from the industrial sectors, especially to

create industrial export capacity and to develop import-substituting industries.

Modernisation, however, was not achieved even during the best years of the
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1920s due to low investment levels and the unproductive use of foreign

(

credits. 13) During and after the depression years it was‘economically out of the
question. Foreign capital was not really attracted because of fear of inflation
due to drastic increases in the money supply, and it played a declining role in
manufacturing industries. While in 1913 36 per cent of industry was foreign
controlled, by 1929 it had declined to 28 per cent.(14) A similar decline occurred
in the sphere of banking. So, the role of foreign éapital in productive investment
was minor: about 75 per cent of total investment came from internal
accumulation and only 25 per cent from foreign sources.(ls)

The small progress achieved was, of course, greatly disrupted by the
Depression.  Falling agricultural prices adversely affected export kearnings.
Between 1929 and 1933 the value of exports, at current prices, decreased by 60
per cent; at constant prices this figure was 27 per cent. For the same exports
Hungary was able to obtain about 15 to 20 per cent less imports. (16) More also
had to be sold by the peasants, to buy, to pay taxes, to service debts; the result
was a further erosion in peasant incomes and consumptic;n. The deepest point of
the depression came after the summer of 1931, when much foreign credit was
withdrawn and Hungary lost much of its gold and foreign currency reserves. The
country was economically almost totally exhausted. In summary, then, it can be
said that the territorial changes brought a highly unfavourable situation for the
agricultural sector of the Hungarian economy: it increased the importance of
large holdings, it increased the role and value of arable land - making the big
landowners even more unreceptive to the idea of a radical land reform; it
immediately increased the proportion of landless, propertyless agrarian wage
earners, increasiné the pressures from below for reforms; and combined with the

depression it adversely affected both internal and external market conditions for

the country.
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These factors should have determined the direction and to a degree even
the method of further agrarian developments. But existing socio—econom’ic
forces in the country did not permit the emergence of an appropriate agrarian
policy, either in production or marketing, nor even at the social level, to resolve
these problems.

The question of optimum size in agriculture was and remains fairly
uncertain. Generally, optimum size varies with erop and production methods,
i.e., the availability of capital, land and labour determines the size of production
of similar crops. It is, nevertheless, true that large holdings tend to be more

efficient at crop production, but less so in mixed farming.(17)

But in Hungary,
where the level of technology used was largely the same on both large and
peasant holdings, no significant difference in productivity had existed. Indeed,
Matyés Matolesy's study, written in 1933, has shown that peasant holdings below
the 100 cad. yokes category, taking the average of 1926-1930, produced higher
yields than the large estates in wheat, maize, potatoes and fodder beet.(ls)
Scientific evidence, however, was ineffective because it was simply not accepted
by the government. Indeed, the government exerted itself to close an exhibition
in the Kérolyi Palace on 21st September 1938 because it exposed, not by slogan

and political posters, but by well documented scientific research, the prevailing

unhealthy and lopsided land distribution in Hungary.
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1.2 Land Reform in the Inter-war Period

The fundamental land holding structure in Hungary was fairly well
established by the tifne of the emancipation of serfs in 1848. The peasants then
obtained freehold ownership of the land which they cultivated, but still a
significat portion of the country's agricultural area remained in large estates.
The small size of land given to the peasants was insufficient to allow them a
reasonable existence. Only through a land reform, which would radically affect
the large latifundiae, could a strong peasant strata have been created; but in
fact the iimited distribution affected only smaller holdings. As time passed the
position of the small peasants further deteriorated, causing a considerable
amount of unrest culminating occasionally in strikes and demonstrations and
radical peasant movements. Those who could no longer cope with the conditions
emigrated. Emigration helped to some degree to disarm, temporarily,
democratic peasant movements. Inheritance practices leading to the splitting up
of farms and strong overseas grain price competition forced many peasants into
heavy debts. A large number of peasants who were unable to pay their debts lost
their holdings and joined the ranks of those whom the 1848 reforms had left
without land. The potential land hunger of this constantly increasing agricultural
proletariat provided the strong pressure for post-First World War land reforms.

After the conclusion of the war, during which burning agrarian problems
were pushed into the background, demands for radical land reform came to the
forefront with all their complexity. The defeat in war brought about not only a
military and economic but also a serious political crisis - who was to lead the
country and in what manner. Three of the previous opposition parties, the
Independence Party - led by Count Mihaly Kéarolyi -, the National Bourgeois
Party and the Social Democratic Party formed the National Council in October
1918, and a coalition government under it. The formation of the government was

immediately followed by the resumption of popular unrest, revolutionary
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discontent and workers demonstrations in an attempt to pressurise the
government to proclaim a Republic. Ultimately, in November 1918, after the
Habsburg King Charles relinguished power, Count Karolyi was able to announce
the Hungarian Republie, headed by himself. The Ké&rolyi administration leaned
heavily towards republican democratic ideas on both the political and economic
levels. It adopted many radical measures during its five months of existence, in
an attempt to modernise and democratise the country. For some these measures
went too far, for others they were not radical enough. The power structure of
the government did not, however, permit the transformation of the agrarian
structure. The government, it is true, immediately included land reform in its
programme. But dissatisfaction among the peasants qdickly spread due to the
delay in implementing this reform and in January 1919 in many places illegal
seizure and parcelling out of land from the large estates had already begun. The
fight of the agrarian proletariat grew stronger, land appropriating committees
mushroomed and the land reform became the focal point. The government
coalition parties hoped that the announcement of the reform would calm the
rural areas and separate the agrarian proletariat from the revolutionary
movement. Naturally, the peasants, having lent their support to the revolution,
expected a radical redistribution of the land but their hopes were disappointed.
The new land reform, promulgated in February 1919, (19) came too late, because
of the lengthy debates about who should get how much, and fell generally too
short of the peasants' expectations. The reform set a limit of 500 cadastral
yokes, above which land could be expropriated - except in the case of land owned
by the church, where the limit was 200 cadastral yokes. The peasants considered
this limit too high and objection was also raised to compensation of the
dispossessed. Also, the numerous loopholes for exemptions, e.g., each adult
family could be given 500 cadastral yokes of land, were regarded as unjust and

(20)

unsatisfactory. The peasants' mood was even further frustrated by the
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exclusion of those who had participated in the revolutionary spontaneous seizing
and distributon of land after 1st November 1918, which had occurred in a number
of places, a stipulation which excluded a large number of poor and landless
peasants. Dissatisfaction was also expressed over the measure that land was to
be given on a perpetual tenancy basis with the stipulation that land could be
redeemed, and inherited, by installments at a 5 per cent rate of interest.(zn
These measures did not satisfy the méod of the peasantry which restlessly
continued to drift towards a more radical position. The most important factor in
whipping up the mood of the peasantry was, however, the sluggish attitude
expressed by the 'Committees of Land Distribution' towards the execution of the
reform. These Committees, due largely to the lack of trained personnel at the
disposal of the new government, were staffed by members of the old
administration. Swift execution of an agrarian reform is a difficult task even
under the most favourable circumstances but under these conditions it was
practically impossible. Nothing happened until 23rd February when Count
Kérolyi, the President of the Republic and himself a large landowner, began
amidst great publicity to distribute his own estates at Kéapolna. He inspired,'
however, little enthusiasm among his fellow landowners. But, encouraged by
this, on 25th February the landless peasants in the county of Bihar started to
occupy the large estates and events then began to move towards a revolutionary

solution(zz)

The Republie, however, did not collapse because of domestic
problems but for reasons connected with the international balance of power.
With the country slowiy drifting towards anarchy, the Karolyi interregnum came
to an end in March. Negotiations between the Social Democratic Party and the
Communist Party were swiftly concluded and the two parties merged to form the
Hungarian Socialist Party. The chaotic momentary vacuum created by the

resignation of the government brought forward the more radical and militant

elements. The agreement between the two parties provided Béla Kun with the
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opportunity to assume power and to proclaim the Hungarian Soviet Republic and
for the purpose of governing formed the Revolutionary Soviet of Government.
Kun wanted to establish the dictatorship of the proletariat immediately. Initially
the peasants were hopeful. They believed that the Kun regime would, in the end,
break up and redistribute the large estates to peasants for individual farming. In
the beginning even the press in the Soviet Union thought redistribution was Kun's
aim. Indeed, with a suitable land reform the dictatorship of the proletériat
might, perhaps, have been able to win the support of the poor peasants and
landless agrarian workers. But instead, ignoring the signals that land
redistribution was the deepest desire of the lower peasant strata, and misled by
the rash of land seizures, Béla Kun called on 27th March for an agrarian
revolution. He forbade and stopped the redistribution of land and equipment and
on 3rd April, after long debate, passed Degree 38 'Expropriating and Socialising

(23) So, while the Karolyi administration

the Medium and Large Estates'.
attempted to introduce a land reform without radicalism, the new regime wen’t
for a radical socialisation of the land - in effect a centrally administered system
of State Farms, subordinated to 'Production Commissars' and 'Workers' Councils'.
Kun further implied that small holdings were due for socialisation next. This
'great leap forwérd' could not fail to disenchant many members of the agrarian
proletariat and to give rise to great uncertainty ahd aggravation. There were
not enough experts to oversee these farms, so often bailiffs and even ex-
landlords were employed as Production Commissars, who were often worse than
landlords. The improvement in Wages of agrarian labourers was also nominal.
Small holders were equally disappointed, together, of course, with the more well-

to-do peasant strata.
This communist-socialist agrarian blunder by the new regime was

instrumental in the undoing of the Hungarian Soviet Republic, in a few months

time. It will be shown that this ideological misjudgement had an enduring
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impact: on the one hand, the Communist Party learnt its lesson from this single
experience of failing to distribute the land, a blunder it did not repeat in 1945,
even under more favourable conditioﬁé; on the other hand, even after the 1945
land reform the peasants remained deeply suspicious of Communist Party
intentions, rightly so, considering the cruel collectivisation in the Rékosi era.

The reason why the Hungarian Socialist Party, in 1919, repudiated the
idea of parcelling out the large estates is stated by Borkenau, in a very concise
manner:

if over there (Russia) they had no choice but to give the

peasants the land -which surely would jeopardise all Lenin's

further steps towards socialism - then they (Hungarians)

would show the world that in the West a proletarian

dictatorship could and would go forward without and inspite

of the peasant.(24)
Indeed, Kun himself said that we should be able to do it better than the Russians

(25) Lenin, however, must have foreseen that they could not go

themselves.
forward and stabilize the regime in this manner. Tokés refers to the Russian
| reaction, with Izvestiya reprinting Lenin's telegram to Kun urging him to issue a
decree or land distribution.Z®)

The idea of socialisation _met a hostile reception from the peasantry.
Socialisation to them meant only a change of landlord and what they wanted was
land to satisfy their land hunger and to become, at last, their own masters. An
almost instant reduction in marketed agricultural production, and productivity,
was the response to socialisation, forcing the regime to resort to a ruthless
requisitioning campaign, under the slogan "food to the cities", which was
resented by the peasants and almost split town and countryside apart. The
aversion of the Hungarian peasantry to land socialisatib.ﬁ’ or collectivisation
partly originates from this short period. The regime lost the support of the

people. Kun remained unrepentant and a year after the fall of the Commune

even tried to convince Lenin that its greatest single achievement had been large-
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scale socialist agriculture. It was another 5 years before he admitted that,
" following Russian practice, eventually "we would have been compelled to
redistribute the land as it happened in Russia".(27) The many internal attempts
to overthrow the regime that followed - revolts of peasants, and of railway
workers, among others - added to the serious external difficulties of the
government. Political aleination of a large section of the peasantry helped the
organisation of counter-revolution in rural areas. Landless agrarian labourers
organised themselves into an 'Association of Agrarian Labourers' which at its
Congress, in June 1919, turned into an open confrontation with the regime.(zs)
At the same time, anti-bolshevik resistance became organised in Szeged, a city
in southern Hungary, and Admiral Horthy - Regent of Hungary until 1944 -
assumed command of the national army and began to March on the capital. When
the successful 'counter-revolution' came to power on 1st August 1919, it was
supported by a large section of the peasantry. The big landed estates were soon
handed back to their previous owners. This was a relatively simple
administrative pperation since under Kun, although socialised, they were kept in
large wunits.  The communists, therefore, by obstructing Count Karolyi's
'bourgeois democratic' land reform enabled the new regime to give a new lease
of life to the large estates system.

The incipient demands for land reform, however, could not be entirely
ignored by the new government. But oﬁce the regime was consolidated and the
revolutionary ferment receded so did the mood for any substantial and radical
land redistribution. Indeed, the lopsided agrarian structure was one of the most
important reasons for the remaining social tension in rural areas before the

Second World War. The Land Reform Law(zg)

, commonly known as the
Nagyatadi-reform, was passed towards the end of 1920 and its execution was
entrusted to an independent 'National Tribunal for the Regulation of Land

Ownership'. The stated aim of this law was not the termination of the large
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estate system, but merely to improve upon the existing agrarian structure. The
law stipulated that land for re-distribution, and the amount of compensation to
be paid, was to be determined on a voluntary basis by individual agreements,
without indicating any specific size of holdings above which land was to be re-
distributed. The Tribunal, however, retained the power of compulsory requisition
and acted as the highest Court of Appeal in disputed cases. Land could be
requisitioned from large estates only if it did not endanger their economic
viability; land from dwarf or small holdings could not be appropriated. The
maximum land to be given was three cadastral yokes to fhe category of landless
peasants and the supplementary land given to small and dwarf holdings could be
no more than to bring the size of their holding up the local average, but in no
case was it to exceed 15 cadastral yokes. All applications were to be made
before 7th December 1925.(30) In total 927,000 cadastral yokes of agricultural

1)

land were appropriated by the state, of which some 632,000 cadastral yokes

(32)

originated from the large estates and the rest from medium-sized holdings.
Some of this area was retained by the state in payment of land taxes. The
reform transferred 189,000 cadastral yokes to 185,000 landless peasants which
repfesented approximately one-fifth of the total landless agricultural population.
Thus, instead of the 3 cad. yokes which the reform law proposed should be given
to the landless peasant category, the average area of land distributed was just
over 1 cad. yoke. Another 116,000 cad. yokes were given to 114,000 dwarf and
small holders to supplement their meagre holdings and a further 110’000'
claimants, in various categories, e.g., 59,000 war-disabled and widows, 41,000
artisans, 6000 re-enlisted soldiers, ete. received in total 389,000 cadastral

(33)

yokes. The overall average area of land distributed was thus approximately

1.7 cadastral yokes per claimant.
On the whole the accomplishments of the reform cannot be considered

impressive. Its underlying political motives, as stated by a Western historian,(34)
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are clearly visible and it certainly did not solve either the social or the economic
problems of the time. The extremely modest scope of the reform can best be
seen if it is compared with the reforms carried out in neighbouring countries, as
shown in table 1.4 below: But in some of these countries the reform had a
nationalistic content and was aimed at the former Russian, Polish and Hungarian
landlords. It can, however, be seen from the abo’ve table that Hungary compares
very unfavourably with other East European countries. That Bulgaria had such a
low reform figure is explained by the fact that its large estates occupied a
relatively insignificant area. In the context of Hungary's need the reform was
only an apology. It was too leniént towards the largé >estates and failed to
change the character and the excessive inequalities in property ownership. It
favoured the giant holdings since in relative terms a larger area was taken from
an estate of say 200 or 1000 cad. yokes than from 10.000 or 100,000 cad. yokes -
and such size latifundia did, indeed, exist in Hungary. The compensation of the
estate owners subjected to expropriation took place betwewen 1925 and 1929,
after the settlement of the reform. The actual compensation paid was very low.
The state did not intervene in the negotiations, old and new owners were in
direct legal relations. The peasants paid about 30 to 40 per cent higher
redemption price for the land than its actual market price.(35) The reform,
although bringing some limited benefits to 185,000 landless farm labourers and
114,000 dwarf and small owners, failed to introduce a general and lasting
improvement in the conditions of the peasantry.

Since, for all practical purposes, the reform was completed by 1930 the
results of the 1935 Agricultural Census can be used to demonstrate the impact it
had on the structure of land ownership at that time. This is shown in Table 1.5
below. |

The most striking feature of the table below is that despite the reform

302 giant holdings still owned 22.1 per cent of the total area, while almost
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1.185,000 holdings embraced only 10.1 per cent. On the one hand, 0.2 per cent
of landowners, among them the Church with 825,000 and Prince Eszterhdzy with
223,000 cad. yokes possessed 29.9 per cent of the land in the form of holdings
over 1000 cad. yokes. On the other hand, the 85 per cent of holdings between 0
and 10 cad. yokes counted for only 19.3 per cent of the arable land. To this
extent, the post-First World War land reform did not materially improve agrarian
conditions in the country. What it did achie‘}e was the creation of a very large
number of really uneconomic dwarf holdings, while leaving the economic and
social conditions of the landless agrarian labourers unchanged.(36) Indeed,
perhaps, it could be argued that the reform, by shielding the large estates from
being broken-up, achieved almost the opposite of what it set out to do. It
created a large number of economiecally unviable, inefficient and
undercapitalised small holdings whose owners were not only unable to compete
against the large estates but were unable to make a living from their land and
were forced to look for additional work on the large estates. The resultant
increase in the supply of geographically immobile workers consequently reduced
their wages and incomes even further. The landless agricultural labourers had
provided the most forceful impetus for the redistribution of land, but on
completion of the reform those who actually benefited from it were relatively
few in number.

‘Although after the Nagyatédi land reform the whole question of reform
became closed, towards the end of the 1930s the land question came into
prominence again. Further proposals for agricultural reform were put forward
by the government. Yet, very little was done. The actual land readjustment
that took place up to the end of the Se;:ond World War wasbvery limited. It did
not, in any way, alter the Hungarian agricultural scene. A 'Law of Settlers',

(37

adopted in 1936 by the Daranyi administration , envisaged the redistribution
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of some 265,000 cadastral yokes over 20 years and the creation of 150,000
cadastral yokes land reserve to provide small tenancies.(38) But due to land price
increases and lack of governmental funds to purchase the land, the whole
proposal ran into practieal difficulties. Still, some 5000 families received small
holdings and another 3000 families received tenancies under the provisions of
this law. Then, in 1939, a land reform proposal was submitted to parliament by

(39)

the Imrédy administration. Imrédy, in a speech delivered at Kaposvar on 5th
September 1938, unreservedly promised a radical land reform.(40) His speech
was promptly.z attacked strongly the landed gentry, whose most promient
representative was Count Gyula Kérolyi. In a latter to Horthy, he strongly
criticised the views expressed by Imrédy on land policy and submittd his own
counter-principles regarding land policy. His views weighted heavily when the
government finally worked out its land policy proposals. It was proposed that
during he next 15 years some 100,000 cad. yokes should be released annually to
peasants, not into their ownership but as small tenancies. This modified
proposal, omitting completely the words 'land reform', was introduced to
parliament on 17th January 1939.(41) In no sense was this, of course, a land
reform. It was designed to utilise mostly fallow land, obviously the worst quality
land, some Jewish land, land owned by important companies and some entailed
land. Large estates could only be considered for distribution when all other
sources were exhausted. Even then, although the expropriation was to begin
above the 500 cad. yokes limit, the proposal provided so many loopholes, in the
form of 'allowances' and 'exemptions' that its real affect on large estates was to
be minimal. For example, Prince Eszterhiazy, who owned some 220,000 cad.
yokes would, under the proposal, have been obliged to release only 5400 cad.

(

yokes. 42) Parliamentary debate on the proposal was successfully dragged on
until the fall of the Imrédy govemment.(43) The elections in May 1939 resulted

in the formation of the Teleki government, which had embraced Imrédy's small
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tenancy proposals from 16th February 1939 as their own, and re-introduced them
to parliament on 19th September 1939.(44) The proposals were ultimately
accepted and became law in 1940, under the 1940 IV.t.c.(45) Due to increased
war preparations and then to the war itself the Law was not implemented. It
was considered in-opportune, partly due to the possible unrest it could havé
created among the largely peasant soliders at the front and partly to its possible
adverse effect on agricultural production - at a time when German pressure on
Hungary to raise her contribution to the war effort was increasing. |

The only actual land readjustment was ushered in under the Laws of 1939

(46)

IVt.c. and 1942 XVlI.t.e., promulgamated in Septemb'er 1942. As a result of

these laws, revived under strong German pressure, altogether 820,000 cad. yokes

(47)

of Jewis land was expropriated without compensation, although Nicholas

Kallay -the then prime minister - states in his memoirs that the law, in fact,

(48) This, however, could hardly be

included provisions for compensation.
regarded within the concept of Land Reform. Furthermore, almost all the land
so released was distributed as small tenancies. Beyond these nothing more was
actually done in this period.

The idea of land reform, however, was revived once more. With the
changing fortunes of the war. In January 1943 half of the Second Hungarian
Army was wiped out on the Don, and the Prime Minister, Nicholas Kallay,
anticipating the eventual outcome of thé war, became increasingly convinced
that an agrarian reform could not really be put off much longer. His draft
proposals, prepared by the Ministry of Agriculture, were to be put to parliament
before the end of th war. His views on a 'new agrarian policy' were first outlined
in a speech at Szeged, on 27th January 1943.(49) Kéallay explains that the two
basic reasons for his earlier deferment of a land reform no longer existed: there

were fewer soldiers at the front and with Hungary's increasing reluctance to

participate in the war the maintenance of the fighting spirit of the army no
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longer mattered. Furthermore, if executed gradually, the adverse effect of re-
distribution on production could be alleviated. In any case, all surplus
agricultufal production achieved only had to be surrendered to the Germans.

The reform envisaged the division of about 90 per cent of Hungary's
arable land into small holdings of about '85 cad. yokes. Dispossessed owners were
to receive compensation in the form of bonds, to the full value of their land - a
sort of purchase by installments. Kéallay wished to create a system of genuinely
economically viable small holdings. Powerful landowners who saw this proposal
as foreshadowing total expropriation of their land - very much on the same lines
as happened to the Jewish land - were able to block the proposal.

In relation to the post-war years it is, nevertheless, important to note
that towards the end of the inter-war period the land question was fully
recognised by the pre-war regime and its proposals, judging by the reaction to
them, were quite radical.

In sum, the inter-war period ended without any significant changes to the
fortunes of Hungarian agriculture. Successive governments, by focusing their
attention almost entirely on the rather limited quantitative changes in the
structure of land ownership, failed to come to grips with many of the problems
that faced agriculture. It would, perhaps, be too strong to accuse the
governments of deliberate subservience to the pressures and interests of the
landed gentry to the detriment of the peasantry. It was more a case of sheer
incompetence, often lack of vision, and a rather disorganised, casual approach
towards the real needs of Hungarian agriculture. This was reinforced the
shortsighted resistance of the landed gentry to any radical reorganisation. It
would alvso be fair to the regime to say that there were signs of recognition,
increasingly, that a radical solution to the country's agrarian problems were
needed - after the war ended. For the regime, however, the dilemma at that

juncture was real. The limitations on agricultural mechanisation posed by the
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wear and industrial underdevelopment were important obstacles. But in a more
fundamental sense the regime's failure was that it perceived agrarian reforms
solely in quantitative terms. That alone could not have significantly improved
the agricultural system. That much had, of course, transpired from the agrarian
problems of backwardness which continued to trouble most of the neighbouring
countries, all of which, as shown; carried out far more extensive land reforms
that were implemented in Hungary.

What Hungarian agriculture needed most was two important and inter-
related changes. Firstly, it needed modern agricultural production units and,
secondly, a change from the outdated methods of traditional cultivation to
become competitive in world markets. Neither of these, however, could have
been achieved without a radical alteration in the organisational‘ structure and
ownership. This too was becoming increasingly recognised by the regime. Only
such changes could have initiated the necessary improvements .in production
techniques. Improvements in that sphere were of vital importance, irrespective,
in fact, of whether agriculture was to be based on a system of small or large
farming units. As it was there was very little difference between them, both the
small holdings and the heavily subsidised large estates were operating under
fairly similar conditions - with 19th century practice and generally outdated,
wasteful production methods.

Hungarian agriculture needed efficient farming units. Efficient farming
could have been established by the creation of smallholdings, provided that
sufficiently large sums of money had been spent on mechanisation, use of
fertilisers, improvement of techniques, infrastructure, education and training
etc. A large share of the National Income would have had to be devoted to
achieving this. Even if the will to do so had been there the country eould not
afford it. And without developing industries no immediate .improvement in world

competitiveness could be expected. Any rational further development of the
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large estates system also needed a radical change in ownership structure o make
them more competitive. But this was a problem the politicians failed to resolve.
The redistribution in the interwar period, as shown previously, creéted a number
of small ineffient units, unable to compete against the large estates and force
them to modernise. For this the reform as carried out by the regime can be
considered to have been a mistake. The solution of Hungary's agrarian pfoblems
lay in the creation of efficient, capitalist farming units. What still remained to
be done, at some opportune moment in the future, was tog break up the large
estates into viable units and to consolidate all the inefficient farming units
which had been created. This had to be accompanied by greater development of
industries, to absorb the surplus agricultural workers. This was recognised by the
regime, as shown by its revival of interest in ther process of modernisation of
agriculture in the late 1930's and early 1940's. It ecame, however, too late and
was too little to produce any important changes in the countryside. It is fair to
say that some limited capitalist transformation was taking place gradually but
this process was interrupted by the war. It would, however, seem that the
problem 6f modernisation, as posed by Hungarian agriculture itself and combined
with the lack of a genuine industrial base - almost throughout the interwar
period - could not have been solved, as history would suggest, without a drastic

and fundamental change in the country.
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1.3 The Economic status of Agriculture and the Peasantry

The strength of the land-owning class naturally implies a complementary
~ strata of the agricultural population - the agricultural labourers. A brief survey
of their numerical distribution and- their economic conditions will further
illuminate the problems left untouched by the reforms. Of the total 4.5 million
agrarian population, 2,031,000 were actively engaged in agriculture. In 1930, the
landless agricultural labourers numbered 787,000, representing 38.5 per cent of
total actively engaged in agriculturfe, and there were 552,000 land-poor peasants,
representing 27.1 per cent of the population actively engaged in agriculture, who
owned less than about 1.75 cadastral yokes each.(so) Together with dependants
this group numbered approximately 3 million or 68 per cent of the total
agricultural population. The number of landless agrarian labourers decreased
somewhat to 746,000 by 1941, as a result of some further land settlement and
movement to the cities.(51)This rural proletariat, numbering 1,339,000, i.e., 65.9
per cent of the total active agricultaural labour force - a larger proportion than

(52)

in any other contry in Central Europe' "/, lived under very adverse social and
economic conditions -lack of employment opportunities, low living standards and
slim prospects for improving their lot. The only way to improve their prospects
was land re-distribution. The possibilities of emigration, which had served as a
safety valve in the past, were greatly reduced, due partly to nationalistic policy
of the government and also to the American 'national quota' system. The
category of dwarf owners, up to about 4-5 cad. yokes, were affected in the same
way. They numbered approximately 207,000(53) and their land, particularly if of
below average quality, was insufficient to provide a livelihood, so they too had to
join the exodus of rural proletariat in search of periodic employment. But even
the small holders, with land of up to 8-10 cad. yokes, numbering approximately

250,000(54), perceived their future in land re-distribution. Without many

reserves, their livelihood was very sensitive to natural disasters, or unfavourable
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market fluctuations. They had two choices: either to acquire more alnd and
upgrade themselves to the category of middle peasants, or face impoverishment,
if not themselves, than of their descendants. So, in total over 85 per cent of the
agricultural working population saw their future prospects in reforms. The
ossified land ownership relations and the scarcity of purchasable land, and its
consequent high price, effectively excluded almost any possibility for mobility
between small, medium and large holdings. The desire to obtain land, however
small, was so great that peasants were willing to put all their life saving into the
purchase of land. This subsequently drove up land prices, particularly in the
smaller land category. The price indices, in 1938, calculated per cadastral yoke
in the various categoriés are shown, for comparative purposes in Table 1.6 below,
taking the 1-5 category‘= 100. Not only were land prices higher in the smailer
categories but so was the interest rate for credits. In any case, the turnover in
buying and selling of land did not materially affect the existing property
distribution since estates were mostly sold in integral units, which automatically
eliminated the chances of poorer peasants. It was more usual for large or
medium holdings (or Banks through indebtedness of holders) to purchase land
from bankrupt, often new, small holders. Between 1926 and 1938 some 67,000

(55)

holdings were auctioned A large number of these were from the new small
holders who gained possession under the most adverse circumstances; about two-
thirds of them had no aminals and a correspondingly low level of agricultural
equipment. This, combined with the effect of the Depression years, imposed a
great burden on them and for some it proved to be beyond their resources.

Due party to the extremely high proportion of agricultural labourers
within the agrarian population and partly to the extensive type of farming mostly

pursued in Hungary, employment opportunities in agriculture were seriously

limited. Intensive farming with high employment prospects was not very
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widespread in Hungary. Generally, almost 75 per cent of the total arable land
was devoted to the production of cereals, which implied both a low demand for
labour in relation to the area of land cultivated and high seasonal labour
requirements during harvesting and planting. With such a system of farming
labour utilisation was extremely inefficient. An agricultural labourer could
normally find employment on medium and large estates for only 150 to 180 days
on average in a year and for the rest of the year was unemployed, resulting in a

(56) This cyelical pattern of employment was

50 per cent labour utilisation.
further reinforced by the relatively low level of mechanisation, making large
estates dependent on seasonal employment for their operation. Since most of
the land was owned by giant and large estates capital equipment, draft animals,
ete., were concentrated on these holdings. This only meant, however, that they
were relatively better equipped than small and medium holdings. Large estates
did not base their production on well-developed mechanised farming, having had
no incentive to mechanise because of the existence of cheap labour. Although
some progress was made over the years, mechanisation of agr'icﬁlture was still at
a fairly low level. Before the First World War, only the threshing operation in
Hungarian agriculture was mechanised and tractors were, as yet, hardly used. By
1925, 1189 gnd by 1929, 6800 tractors were registered. This increase in the
number of tractors stopped afterv the Great Depression, indeed, their number
temporarily declined and by 1938 it had just surpassed the pre-Depression peak

of 6957.57)

Theoretically, on 9.7 million cad. yokes of agricultural land this
meant approximately 1400 cad. yokes per tractor, but more in practice since
during the 1930s only about two-thirds of the tractors were in operation since to
employ the rest was simply uneconomical under the unfavourable agricultural
conditions. The impeding influence of large farms on agrarian development is

confirmed by the fact that about half of the tractors were concentrated on

peasant farms smaller than 100 cad. yokes, which rented them out for ploughing
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or for other work to small farmers who could not afford to buy their own. Such
pleasant farms' share of tractors was considerably greater than their share of
agricultural land. Apart from tractor utilisation the technical development of
agriculture can also be observed in the modernisation of threshing machines.
Here too development occurred largely up to 1939. Mechanisation in other
branches of agricultural operations hardly progressed. In 1935 only about 3.3 per

(58) The

cent of agricultural operations were carried out by machines.
development of mechanisation was prevented by the extremely cheap, large and
underutilised labour force.

Besides mechanisation, the initially fast increasing use of artificial
fertilizers improved the productive capacity of the soil. The use of artificial
fertilizer just made its appearance before the First World War. By 1913 on
average 12 kg of different kinds of artificial fertilizers were used per cadastral
yoke of agricultural land. After a temporary decline in the immediate post-
World War I years, by the end of the 1920s it reached the figure of 15 kg/cad.
yoke. During the Depression years it declined drastically again to 2 kg/cad.
yoke, never to recover to its previous height during the inter-war years. In 1938
only about 6 kg/cad. yoke were used on average and none at all was used on
smaller peasant family farms.(sg) The extremely moderate progress of field erop
production, which essentially stagnated, could have been balanced by changing
the composition of crops grown, supplementing the traditional ones with the
development of vegetable and fruit growing. In a sense, all the major economic
indicators pointed towards the development of labour intensive cultivation.
During the 1930s it became a widely held view, a view which came into
prominence again in the post-1945 period, that one of the most importnat
preconditions, to increase National Income and Living Standards was the
promotion of labour intensive crops. That Hungary should concentra;te on

vegetables, fruit, industrial crops, dairy products and livestock farming. The
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intention was to transform Hungarian agriculture on the Danish pattern.(so)

Animal husbandry, however, presented an even more unfavourable situation than
land cultivation. Livestock numbers declined after the First World War and did
not succeed in recovering to their previous level during t.he inter-war years. Even
at the beginning of the Second World War the number of livestock was lower
than prior to World War I.(SI)

The relatively low level of industrialisation also limited the employment
opportunities for labour outside agriculture. An increase in the rate of
industrialisation could have provided the solution to the problems. First of all, it
would have drained off surplus agricultural labour and increased its purchasing
power. Also, it would have created an increased internal market for agricultural
products, with higher prices resulting in higher agricultural incomes.(sz) The
necessary capital requirements for industrialisation, however, were not
forthcoming due mainly to the low level of savings and investments, which in
turn was the result of the low purchasing power, productivity and real income of
a large section of the population.” Hungary was no exception to the theory of the
'vicious circle of poverty' as discussed in development economies by many

(63)

scholars. Increased rural purchasing power would have given a stimulus to

industrial development. Nurkse has given a concise statement of the problem,

fully applicable at that time:

The trouble is this: there is not sufficient market for
manufacturing goods in a country where peasants, farm
labourers and their families, comprising typically two-thirds
to four-fifths of the population, are too poor to buy any
factory produects, or anything in addition to the little they
already buy. There is a lack of real purchasing power
reflecting the low productivity of ag’x‘icul’ture.(6

The loss of territories, discussed above, also further aggravated the situation by
reducing the size of the internal market for manufacturing goods even more,

putting yet another brake on industrial development. Agriculture, previously in a
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favourable position, due to the Monarchy Agricultural Tariffs Agreements, was
now exposed to strong international competition and to low agricultural world
prices. Reduced demand, both in domestic and foreign markets, resulted in a
drastic Slump of the agricultural price level, which further reduced the

(65) On the other hand, industrial

agricultural population's purchasing power.
prices, because of the new high tariff protection, did not decline - thus the terms
of trade became very unfavourable for agriculture - 'widening of the agrarian
scissors'.

Beginning in 1929, the world economic crisis ushered in a period of
general deppresion affecting all strata of the peasantry. The richer peasants
were unable to sell their products - mostly grain, which was extensively produced
in Hungary and worst affected on world markets - and the large surplus that
developed pushed prices down; the agrarian 'scissors', compared with 1913, were
only 6 per cent in 1928, but by 1930 had become 47 per cent and in 1933 70 per
cent.(ss) The peasants were forced to pay high rates for servicing their credits
and increased taxation. The use of credits by the less wealthy peasants meant,
in the majority of cases, complete bankruptey. The increase in debts fell mostly
on the peasant holders. In 1932 half of total debts fell on farmers with less than

(67)

20 cad. yokes but their share in land was 31 per cent. For the landless and
land-poor agricultural labourers, .who owned no property and lived from day-to-
day, the crises brought further intensification of their misery, increased
unemployment. While previously on average they worked for 150 days per year,
now in many pleased this dropped to no more than 80 to 100 days per year. (68)
The rural difficulties in employment were further increased by those who left
the towns and went back to the villages where they could find no employment.
- All this caused a further increase of tension within the country.(sg) Particularly

badly hit were those who received land under the land reform. Many of them had

begun with debts and were forced out of business. In many instances the middle
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peasants bought up their land. The series of droughts and heavy frosts between
1928 and 1935 caused severe losses and added further to the burdens. Agrarian
conditions worsened everywhere, but some regioﬁs were more adversely affected
than others.

The general economic life began to show some fluctuating improvements
in the second half of the 1930s. The influx of German capital stimulated limited
industrialisation, mostly in food and light industries, but also to a lesser extent in
heavy industry. In 1937-1938 the government's 'Gyor Programme ' (wvhich will be
discussed more fully in the next chapter) allocated 1000 million Pengd for

(

investment over the next 5 years. 70) Hungary began the transformation of the

country's economy to meet military requirements by expanding industrial

(71) Agriculture had recovered from the various shocks by 1940,

production.
reaching outputs higher than during the late 1920's. Still, the exceptionally high
rate of rural unemployment was not reduced. Even in the late 1930s

(72)

unemployment remained at about 15 per cent of rural workers. Wages, too,
increased but remained almost 30 p.er cent lower than before the Depression.
The record harvest in 1938 gave a special boost to the purchasing power of the

(73) But real improvements for the rural areas came only after the

peasantry.
outbreak of the Second World War, when Hungarian agriculture was pressed to
produce the food requirements of Germany and Italy, and to satisfy the increased
food needs of the enlarged country, creating a process of slow expansion. The
maintenance of high agricultural production was in the interest of Germany
throughout the period, up to the end of the war. Imports from Germany, mostly
manufactured goods, doubled between 1934 and 1937 and exports to Germany,
largely agricultural produce, trebled. When Hungary entered the war in June
1941 the whole ecnomic life of the country became geared to the war effort,

thus obviating most of the problems. Growing economic dependence on Germany

gave a boost to agriculture and helped manufacturing industries, at the price of
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imposing a war economy on them. Unforeseen international events enabled the
government to shelve the agrarian problems of the country once again until the
end of the war.

The internal market for industrial goods was also increased because of
the territories annexed by Hungary under the two 'Vienna Awards'.(74) These
territories were industrially less developed than Hungary and the needs of their
population for industrial goods had to be satisfied by Hungarian industry. In the
economic sphere, in the short-run, especially regarding agriculture, the gains
proved something of a mixed blessing. These awards nearly doubled Hungarian
territory and added over 5 million people - 2 million not Hungarians - to her

(75)

population. It is true that Hungary's economy was reinforced by the newly
acquired reserves of raw materials, new supply of labour and, undoubtedly, the
acquisition of important food-growing areas. But, for the short term these
changes were not necessarily advantageous for Hungary, especially in respect of
agriculture. Firstly, they increased Axis demands for deliveries. Secondly, in all
the returned areas smallholders predominated, their farms largely under-
mechanised, relying on family labour and generaly in some financial difficulties.
Thirdly, the ratio of arable land area to total cultivated area declined by nearly
11 per cent and the share of forests increased by an equal amount.(76) The state
of agriculture in the returned areas was generally worse than in Hungary. The
Czech, Romanian and Yugoslav regimes were not particularly keen to invest in
the areas which were inhabited by Hungarians who were generally regarded as
second-class citizens and potential political troublemakers. Roads and transport

too were in a worse condition than in Hungary, which in turn inereased the

distribution problems on the poor rural roads in the countryside.
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Chapter 2: The Politics of Agriculture up to the end of World War II

The stagnating agricultural scene of the interwar périod was, in many
ways, a reflection of the political impotence of agrarian movements, especially
until 1930. The peasantry, particularly the lower strata, during much of the
period, as will be shown, had no genuine representation, either inside or outside
Parliament. The fact that the 'National Peasant Party' representing the interest
of farm workers was founded - even then largely on paper - as late as 1939,
perhaps demonstrates this. Parliamentary opposition did exist throughout the
period, confined mainly to three parties, but their activities among the agrarian
population were severely restricted by the government.(l) A number of other
small groups or parties, some of them quite radical, existed throughout the
country, but they were mutually antagonistic and also carefully watched by the
police. Any incipient organisation on the part of the peasantry was soon
declared illegal and official opposition parties were not allowed to eanvas in the
villages. Socialists and industrial workers were effectively 'discouraged' from
establishing contacts with them. It is always a hard task to organise a pragmatic
and conservative peasantry, dispersed geographically in small units over the
country, but these measures effectively isolated the peasantry from any political
involvement. The General Election in 1922 set an enduring pattern which was to
last until the end of the Second World War. Throughout that period the
'Government Party' under various names and compositions maintained a firm grip
over the political life of the country. The restricted new electoral law, linked
everywhere to fairly harsh property and educational qualifications, passed on
© 24th January 1922, reduced the electorate by about one third, to about 22.5 per
cent of the population. In addition the law also stipulated that elections were to
be held by secret ballot in the towns but openly in the countryside.(Z) By}this

measure the agrarian masses of the country were, in effect, completely
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disfranchised. = Not until 1939 was this law relaxed and secret balloting
introduced, by which time, paradoxically, Hungary was strongly in the economic
orbit of the German war machine, semifascism was prevalent and conditions
were far from normal. Caﬁ;jidatés in the countryside were often the local
landowners and it was ill-advised for the local peasant to vote openly against
him. In urban areas instead of the 5000 signatories normally required for
nomination, about 25,000 were often needed for a worker nominee because the
police frequently declared signatories invalid. The regimes between 1920 and
early 1944 were non-dictatorial, but strictly conservative with authoritarian
leanings. The government, in effect the Regent, Nicholas Horthy, had almost
total power but he used it on rare occasions and therefore he appeared a
constitutional ruler. It was even possible for some mildly leftist opiriion, at
times, to emerge and exert some modifying influence. @ The government
permitted, often apportioned, a modicum of liberalism and social democracy to
take on the role of opposition. As in the pre-1918 period there was a multiparty
system which included the Social Democrats and or}ly the Communist party was
strictly outlawed. The experience of Kun's Soviet Republic in 1919 resulted in an
almost total ideological rejection of ultra-left-wing values. Indeed, generally
most Hungarians remained insensitive to the baits of political extremism,

whether from the left or the right.

2.1 “The Smallholders Party

One, perhaps the most interesting characteristic of the period regarding
the rural area, was the fact that although the peasantry had a huge superiority in
numbers it was unable to exercise power or even any important influence on the
adminstration. The peasantry in Hungary had a rather special sort of existence,
and differed from any other category of people. They were praised,

enthusiastically for their service to the country and, at the same time, they were
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oppressed and exploited. A number of booted, tieless, wealthy - and healthy -
looking farmers, calling themselves 'smallholders' were pushed into parliament
~for rural representation under the aegis of the Government Party and
Independent Smallholders party, the latter of a moderately progressive party,
with rural support and the most important party among the opposition. This
party, initially called 'National Independence & Smallholders' Party' was founded
by I. Nagyatadi-Szabé in 1910 before‘ the First World war, but had very little

(3)

impact on the political scene. For its time the party had a fairly radical land
reform programme, adopted at Szentgil, in which it demanded the
nationalisation of the 'latifundia' and the land owned by the Churech. The party
also advocated political democracy, universal suffrage, secret balloting -
endorsing the Social Democratic Party's struggle for democracy - and improving
the social conditions of the agrarian proletariat. Its land reform proposal,
however, made no provision for the distribution of land to the peasantry. The
party was not widely accepted by the land-owning peasantry, most of who
remained loyal to traditional parties.

After the First World War the party had three distinet and more or less
independent periods of political existence. After the old regime was swept away
it participated in the 1918 'Bourgeois Democratic Revolution' of Mihaly Karolyi.
The party wanted a quick and effective solution to the land question -by the
development of a healthy farmer class instead of the old-fashioned large estate
system - which Kéarolyi's revolutionary ministries promised to do. During this
time Nagyatadi-Szabdé was Minister of Agriculture which was hoping to gain the
support of the better-off pe..sants.

When Karolyi was replaced by Kun, Nagyatadi-Szabé and his party,
frightened by the disintegration of the traditional individual agrarian order and

disappointed in its hopes, turned against the Hungarian Soviet Republic.
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The brief, interim administration formed by I. Friedrich on 15th August
1919 offered the agriculture portfolio to I. Nagyatadi-Szabé again and he and
two of his colleagues from the Smallholders' Party were included in the
government. For the first time in history it looked as if the peasantry, at last,
had -sucéeeded in getting a share in political power. Indeed, on 17th November
1919 the government passed the famous Degree No. 5987/M.E. 1919 which
(4)

established universal franchise and secret balloting. Political democracy had
been achieved. But under the Karolyi Huszar government formed on 23rd
November 1919 Nagyatadi-Szabé was dropped from the Ministry of Agriculture
in response to demands from the entente powers to counterbalance ultra-left
pressure for total dictatorship and the post was given to the more moderate
Gyula Rubinek to confirm, in a sense, that interest in radical land reform had
receded. At the same time, a new post of Minister of Smallholders was created.
The first post-war National Assembly, under the new electoral laws, was
completed, together with the supplementary elections in the Trans-Tisza region
when the Romanians withdrew, by June 1920. The Assembly re-established the
old constitutional Kingdom of Hungary and appointed Nicholas Horthy as Regent
and head of state. The by then merged 'Smallholders and Farmworkers Party' (5)
won 91 seats at this election and became the largest party in Parliament.
However, since it included some dissidents from the Christian Party, a number of
independents and some who had joined not out of conviction but merely because
it was fashionably 'progressive', the Party was internally fairly divided. One of
its great handicaps, perhaps, was that there were only a_bout 12 members who

(6)

could claim authentic peasant origin. The second largest party, the Christian
Party, won 59 seats. When the sovereignty of Parliament was under threat of a
white-terrorist military coup d'etat, Count I. Bethlen, promising Nagyatadi-

Szab6 land reform, took the initiative on 12th June 1920 for the two parties to

amalgamate. They published a common 'Programme Declaration' in which they
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