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I ntroduction

In the end of the 1960s and the beginning of the 1970s, on their
visit to Hungary, politicians, diplomats and tourists from both the East
and the West were equally amazed by the abundant food supply in
various shops and markets. The reason that they were amazed was that
in the countries of the Eastern block, it was in agricultural produce
that shortages were most dramatically revealed. In Hungary, however,
the mere food supply of the population was no longer a problem. The
fulfilment of more subtle needs had become possible.

Abundance of food was not the only reason why the 1970s had be-
come the Golden Age of ’consumers socialism’.* The bulk of Hun-
garian households were mechanized; washing machines, refrigerators
and televisions came into general use in these years.? Housing condi-
tions also improved significantly. Due to a housing programme, all of
the one million flats projected in 1960 had been completed by 1975.
These rapid, large-scale building projects continued in the years be-
tween 1976 and 1980, leading to a completion of a further 453,000
new flats. People in the countryside went on to build two or three
room flats which were mainly by self-built. These new flats had not
only water and electricity installed, but alsom flush toilets and bath-
rooms. Wealthier people could even purchase cars, building-plots and
weekend-houses. The number of tourists to and from the country grew.

The New Economic Mechanism, introduced on January 1st 1968,
played a decisive role in bringing about the results of consumers’ so-
ciaism listed above.* The main purpose of the reforms had been to
decrease the problems of the planned economy and to enhance its effi-
ciency. In order to attain this, the authorities intended to reduce the
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role of central planning on the one hand and to increase the self-
determination of the individual enterprises on the other. One-year and
five-year plans had still been conceived. However, the regulations on
quantity, quality and resources of production had no longer been com-
pulsorily imposed on enterprises. They had changed from compul sory
and immediate directives to indirect economic regulators (e.g. taxes,
loans, non-refundable support). Enterprises had grown more inde-
pendent in the fields of both production and investment.

Certain elements of the market economy (e.g. prices, profit, taxes,
loans) had thus been dovetailed into the framework of the planned
economy. These elements, however, could only emerge within certain
limits, as clearly shown in the following two examples. For fear of
inflation, prices had not been fully set free, which led to three different
types of pricing systems. fixed prices, prices fluctuating within the
frame of official limitations, and free prices. The avoidance of unem-
ployment had influenced the reorganization of enterprises; a certain
part of the profit they had made had to be drawn off in order to sup-
port enterprises showing a deficit.

Having considered all these limitations, we may still declare that
the Hungarian economy had developed dynamically after 1968. Na-
tional income grew by 6,8% a year in the period between 1966 and
1970, surpassing the value of 4,1% of the first half of the 1960s, and it
went on to grow by 6,3% in the years between 1971 and 1975. Within
economy itself, it was the agrarian sector that adjusted itself to the
New Economic Mechanism most rapidly.® It is therefore no wonder
that this sector showed spectacular development. The cultivation of
corn and maize, and based on this, the per capita produce of meat,
eggs, vegetables and fruit in Hungary became one of the most out-
standing cases on aworld-wide scale.®

A significant factor of the outstanding yields in agriculture was
among others the specia division of labour between household and
collective farming.” While collective farms had brought remarkable
results in the field cultivation of plants and in mechanized farming in
general, household plots did very well in labour intensive cultivation
(e.g. the cultivation of vegetables and fruit) as well as in the produc-
tion of certain animal products (eggs, pork, etc.).?

The rapid growth of agrarian produce had ensured a balanced in-
crease in the consumption of foodstuffs on the one hand; on the other,
it had allowed a spectacular improvement in the living conditions of
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farmers. In addition to this, it helped rectify the foreign trade balance,
due to a growth of agrarian exports. Not only farmers, but the entire
society did benefit. Considering al this, the comprehensive assault on
this highly successful sector in the first half of the 70s seems baffling.
Agricultural cooperatives had to suffer a number of economic and
administrative aggravations; later their managers even had had to face
criminal procedures.

What makes the crisis evolving in the beginning of the 1970s even
more remarkable is the fact that the relationship between the state and
the agrarian population was an entirely different one in the 1960s. Al-
though collectivisation ended in 1961, the yields in agriculture had not
been satisfactory for some years and the country stood in need of im-
ports. The leadership of the MSZMP found itself in a very difficult
position due to its policy of living standards announced after 1956. In
order to increase agrarian produce — lacking the adequate amount of
mechani zation and investment — they depended on the diligence of the
peasantry, as well as the construction and means of production of the
household plots. The state had been compelled to make concessions;
they had to tolerate the cooperatives initiatives coming from the
ground up that had made cooperative members interested in produce
of greater quantity and better quality. Since these concessions con-
trasted with the original Stalinist kolkhoz-model in severa ways, the
state only tolerated them in practice.® They were legalised only at the
time of preparation for economic reformsin 1966-1967.

The harmonization of interests of state and agricultural coopera-
tives, the "dialogue’ that had been characteristic of the 1960s gave
place to confrontation from the beginning of the 1970s onward. The
assault on cooperatives was part of a broader process which saw the
economic reform process slacken in 1972 and the dogmatic forces
gain strength within the party leadership. Many aspects of the political
and economic change of the early 1970s have been explored in previ-
ous publications.’® Nevertheless, the change in the relationship between
the state and the agrarian population has not been studied before.

This applies first of al to the legal and criminal proceedings
against leaders of cooperatives, since the relevant sources have not
been available. The opening of the archives in the 90s provided the
long-awaited opportunity to explore the subject in depth. The author
of the present study attempts to summarize the irrational process that
led to the defamation of the leaders of some of the most successful
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agricultural cooperatives.*! | shall present the show trials against these
leaders within the framework of the onslaught against agricultural co-
operatives unfolding in the early 70s. In the first part of my study |
shall explore the scenes of this attack, that is, the way the campaign
against cooperatives appeared in ideology, administrative measures
and the field of economic regulators. In the second part | shall concen-
trate on the characteristics of the series of show trials. Keeping track
of al these is only possible within the framework of an interdiscipli-
nary approach, in which economic, sociological and legal aspects may
have their place beside historical ones.

1. Ideological, economic and administrative dimensions of the
assault against agricultural cooperatives

According to a wide-spread notion in the historical literature, the
slackening of the reform process ensued in late 1972 and the anti-
cooperative campaign during the period between 1973 and 1978. In
contrast, my archive research confirms that both processes started ear-
lier, yet with the telltale signs largely kept hidden.

Significant antecedents of the change in 1972 could be discerned as
early 1970. The tenth party congress, held in November 1970 provides
a good example. Janos Kédar, Secretary Genera of the MSZMP, em-
phasized in his speech:

» The people taking measures on a political level shall reckon
with the economic impact of their decisions; on the other hand,
people dealing with economic questions shall consider the given
political circumstances. The assertion of economic viewpoints may
not, however, doubt the Marxist axiom of the primacy of the politi-
cal level.”* (italics Zs. V.)

Studying the congress speeches and the debates taking place in the
sessions of Political and Central Committees, one might retrace the
groups making up the Hungarian anti-reform forces. In the 1950s and
the 1960s it was heavy industry that got the greatest part of invest-
ment, due to its proclaimed primacy.*® The large factories of iron and
steel metallurgy and machine industry had become privileged, that led
to the rise of a strong lobby of factory managers. This lobby also re-
ferred to the axiom, that, in building socialism, it was the working
class that deserved the leading part. All this had ensured them privi-
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leges not only in the securing of resources but also in each and every
guestion of political supremacy.

The heavy industry lobby received strong support from the leadership
of the trade unions, as well as non-expert members of central and county
economic party commissions. The leading personalities of the anti-reform
forces were Bda Biszku, Zoltan Komocsin and Sandor Géspar.™

Authors exploring the reasons of the slackening of the reform proc-
ess used to emphasize that large-scale industrial works overindulged
by permanent subventions of the state saw their former privileges in
danger after the introduction of the New Economic Mechanism. Based
on my research | think, however, that factory managers had not re-
sented the reform process from the start. This notion is supported by
two facts. The first one is that the reforms had not included the reor-
ganization of companies, and the second is that the income of com-
pany managers increased rapidly due to the new profit-sharing system
introduced in 1968.

This group’s aversion to the reform only appeared later, in 1970.
That was the time when they realised how the measures planned as the
second step of the reform process would affect them. Following the
decision brought by the Economic Policy Department of the Central
Committee of the MSZMP in 1969, a detailed plan of company reor-
ganisation had been completed by 1970; in fact, within the course of
that year, the corporation of about 70 to 80 factories, trade companies
and transport services had been revised.® The second part of the re-
form process would have had large monopolies and trusts split in
pieces with the intention of establishing efficient small and medium-
sized companies. Besides company reorganisation new sorts of de-
mands had been set up; the emphasis had been shifted from political
reliability to professional skills.

The aversion of large enterprise managers to the reforms had
grown even stronger after the change of the profit-sharing system in
1970. While profits could have risen up to 80% of their annual income
after 1968, this ratio fell to as little as 20% to 25% in 1970.*” On top
of it, this restriction did not apply to leaders of cooperatives. This had
upset company managers in spite of the fact that their average income
had still exceeded that of the leaders of cooperatives.

Company managers had also been bothered by the lobby of the
agrarian sector that had gained strength in the meantime and expressed
its interests with growing explicitness. They had criticised the ex-
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tremely high prices and poor quality of machines and implements pro-
duced for agriculture, as well as the wide gap between the prices of
agricultural and industrial products.® These arguments appeared par-
ticularly sharp in the preparation of the fourth Five-Y ear Plan starting
in 1971. Behind the scenes, afierce battle started over the distribution
of investments in 1970.%° The heavy industry-lobby disapproved of the
agrarian sector obtaining a record proportion (18%) of all investment
in the course of the preceding five-year period and they wanted to
maintain their former privileged conditions at all costs.

Since an open clash of interests was out of the question in the one-
party system, conflicts appeared in the domain of ideology. The num-
ber of ideological debates in newspapers had grown significantly from
1970 onward.® After the introduction of the reform process, an ex-
panding stratum of society accepted the notion that the existence of
groups with different interests is also characteristic of the socialist so-
ciety. According to the former socialist principle, individual, group
(also: company, cooperative) interests should be subordinate to *social
interest’ (i.e. the interest of the society). The primacy of socia interest
had been emphasized again. Some people even meant that if individ-
ual and group interests had been construed to the detriment of the
whole society, the state should take a strong line.

A further sign of the ideology-based preparation for counter-attack
was the debate around proprietorship. Although the reforms of 1968
acknowledged cooperative property as equal to state property, the
press started the discussion whether they should really be considered
as such. Cooperative property had been criticised first of all because of
its household plots and subsidiary enterprises. These debates were par-
ticularly important because in the sociaist regime, the modification of
certain axiomsindicates the reorganisation of preferences of state power.

These ideological discussions had, in fact, already been preparing
the ground for the measures taken against the cooperatives. Anti-
reform forces — referring to the interests of the working-class — kept
objecting to the income of cooperative members touching the one of
workers. In the second half of the 1960s, due to the produce of the
household plots and the upswing of subsidiary enterprises, the level of
income of farmers had increased to the level of the working class in-
come, and by 1971, it had surpassed that.?* This new situation had
shown that, as an unfavourable by-effect of the reform process, the
various social groups could not assert their interests with the same ef-
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ficiency. The group that came off most badly were the factory workers
who lived in towns and, thus, had no opportunity to obtain supplement
wages. This group had felt that the reform process had brought them
no advantages whatsoever. In addition, they had also been bothered by
the fact that some of their colleagues who had been commuting could
get additional money by joining household farming through their fam-
ily connections. The discontent of the urban working class had been
intensified, sometimes even dramatized by the managers of large-scale
industrial works, local party organisations and the trade unions.??

Not even this, however, would have been sufficient for an assault
on cooperatives. The growth of the agrarian sector brought significant
profit to the population, due to a rapid and balanced increase of con-
sumption, and also to the government, since agrarian exports im-
proved the foreign trade balance greatly. The decisive factor had been
the change of international opinion on the reform process. Following
the events in Czechoslovakia in 1968, the tifling of the local reform
process by force of arms, Hungary had not only been left aone with the
reforms, but the general view of the New Economic Mechanism had
become unfavourable in the entire Eastern block. The party leadership
in the USSR as well as other socialist countries found it highly perilous
that market orientation had gained strength in the Hungarian economy.

It would not be easy to retrace the way pressure from the outside
worked, but we might suppose that it showed favour to al those show-
ing an aversion to the reform process right from the start. To them, the
events in Czechoslovakia were proof that such processes had been dan-
gerous. This had also served as arecurring reference point of criticism.

The following quotation shows us some aspects of the critique. Ac-
cepting the invitation of the Secretary General of the SZKP (a Szovjetunié
Kommunista Partja = Communist Party of the USSR), Janos Kédar paid
avist to Moscow in February 1972. Here is how he informed the mem-
bers of the Political Committee about this top secret meeting:

.In one phase of our discussion comrade Brezhnev [...]
launched a long argumentation in which he expressed his deep
concern about certain negative features of the Hungarian economy
and some phenomena with tendencies he found perilous,| ...]

They observe a process that has implements, financia re-
sources, as well as precious manpower gradually passed over from
the highly important state-owned sector to the much looser coop-
erative and private one.
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They also see a change in terms of earned income. The income
of arelatively small proportion of the population increases rapidly
while that of the much greater mass of the working class increases
only very little or not at all. Prices run high and certain consumer
goods are available for wealthier people only. This generates dis-
content and may lead to serious socia or even political tensions in
the future.

Concerning the situation mentioned, comrade Brezhnev made it
clear to me, that by saying this, he merely expresses his fraternal
concern. There are severa different opinions on our reform proc-
ess, but this is, as he said, our business. He does not consider the
situation itself tragic, although there are some upsetting phenom-
ena. He is also aware that the party, the government and the trade
unions are dealing with the situation and there had already been
some reparatory measures taken. He finds the Central Committee
should do more in this domain. Generally spoken, central leader-
ship — including the government — should take a firmer hand on the
process and the measures needed so that unfavourable tendencies
might be reversed more easily.” %

Following direct and indirect criticism showing up in various
shapes and forms, the party leadership in Hungary kept reaffirming
that they had not planned any substantial reorganisation, that the re-
forms accomplished had not brought forth an economic system differ-
ing from the ones of other socialist countries and that there was no
such thing as the’Hungarian model’.

The inner opposition took advantage of the political pressure com-
ing not only from Moscow but aso from the GDR, Czechoslovakia,
Bulgaria, and the Central Committee of the MSZMP slackened the
New Economic Mechanism in its session held on November 14™-15"
1972.% Although it was not totally revoked, the measures taken in the
following months indicated that the government halted the reform
process.®

On March 1% 1973 the wages of workers and managers of state-
owned factories and state-owned construction industry were raised
with a reference to the interests of the working class. In terms of re-
centralisation, the fifty biggest state-owned companies had been re-
placed under direct central supervision. The following figures indicate
the degree of centralisation very well; the fifty biggest companies had
provided about half of total production, more than 60% of the exports
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and had been employing some 700,000 people. As a significant step of
reaffirming central administration, the Government had set up the Na-
tional Planning Board with the main task of enhancing the efficiency
of the planning. As a rather symbolic measure, they extended the
scope of the authority of the Central Planning Board and promoted its
President to the rank of Vice Prime Minister.?’

In summary we might point out that the basic institutions of the
1968 reform — the abolition of obligatory directives, the market orien-
tation of companies and the administration through economic regula-
tors — had not been revoked, but the reparatory measures initiated
served as a reinforcement of centralized planning and administration.
To make things worse, restrictive measures had been taken primarily
against the cooperative sector of agriculture, due to the strong pressure
coming from the heavy-industry lobby. The industrial sector could
enforceits will on agriculture.

The documents of the Economic Committee of the Central Com-
mittee of the MSZMP, which was the main economic board of the
party, as well as previous legislation, offer a good opportunity to re-
trace the aggravation of the system of economic regulators and the
extension of the scope of administrative restrictions. The units af-
fected the most by these measures were the subsidiary enterprises.”®
The cooperatives — grasping the opportunity offered by the law of
1967 on cooperatives — had extended their scope according to their
own requirements as well as the demands of the market. They had also
become engaged in the construction industry, in food processing,
transportation and marketing, in fact, taking advantage of the general
shortage, even in the machine, light and chemica industries. Their
main products had formerly been goods in short supply. %°

These were exactly the domains the industry lobby attempted to
oust its new rivals from. As one of the first limitations, the coopera-
tives had been prohibited from ancillary transactions outside their own
territory. In the end of 1971, the government disclosed a list of activi-
ties not authorized for cooperatives, and another with activities al-
lowed only by explicit permission of the responsible minister.*® The
cooperatives near Budapest were particularly affected. As part of a
significant, national restriction, cooperatives were only authorized to
engage in activities of the machine, chemical and light industries on
the basis of a valid contract with a state-owned company or other in-
stitution.
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Beside the administrative restrictions mentioned above, a further
sign of the change of economic environment was the increasing cur-
tallment of income from cooperatives. This tendency could be dis-
cerned as early as 1970. While the Economic Committee of the
MSZMP made a decision concerning the year 1970 which proclaimed
"neither arise in income, nor a reduction of it through the impact of
the modification of the agrarian price and tax system’, the actual
measures of income regulation showed a perfectly different picture.®
Let us consider a few examples. The proportion of subsidization in
cooperative investment had been reduced.®® The state purchase price
of wine and fruit had been reduced, since these goods had been pro-
duced eminently by household farms. New forms of taxes had been
initiated and the social insurance rates of cooperatives had been dou-
bled. Taxes had been used as a measure of restriction and sanctioned
not only in the case of subsidiary enterprises, but also in the case of
household plots.

The pressure of taxation was continued in the following years.®*
Those subsidiary activities the government had found favourable were
granted specia tax benefits for development. On the contrary, they
had put a tax out of proportion on other sorts of activity, e.g. industrial
ones. Those cooperatives with returns of more than 30% of the total
originating from production of the machine, chemical and light indus-
tries, had been subjected to very high taxes.®

The restrictive measures had been justified with the notion that
subsidiary enterprises distorted the development of cooperatives, and
distracted the members' attention from actual produce which led to
negligence. They also argued that these enterprises represented unfair
competition with the industrial sector, luring away skilled manpower
due to higher wages, and that food processing destroyed the responsi-
bility of the food industry.

2. Thetrialsagainst the leaders of cooper atives

As we have seen, the exploration of the various scenes of the as-
sault on cooperatives is only possible through an interdisciplinary ap-
proach. This is even more so in the case of criminal procedures
against leaders of the cooperatives (the so-called president trials)®,
since these required the study of a great number of diverse resources.
The material of asingle trial is rather complex itself, containing piles
of documents from the police, the attorney’ s department and the court.
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The examination of the legal aspects is only complete, however, if we
integrate these police and court cases with the functioning of the one-
party system as awhole.

In the search for precedents of these trials | ran into People's Con-
trol Committees (PCC) almost every time. Thisis by no means an ac-
cident. These committees had been the only organisations that had the
opportunity to control every single aspect of cooperative activity. This
situation took shape in 1967, when, in the preparation phase of the
reform process, cooperatives were alowed more independence than
ever before. Following this, the supervision of cooperatives had be-
come significantly different from the one of state-owned companies.
Concerning the latter, the state had also had the possibility to exercise
its property rights. This means that, in the case of cooperatives, the
state’'s rights had been limited to legal supervision which had not in-
cluded intervention in the economic decisions and activity of the coopera-
tive. Only organisations of peoplé€’ s control had been entitled to do this.

Organisations of people's control were set up in 1957 with the in-
tention of supporting government bodiesin 'restoring national security
and order, protecting people’s property and detecting abuses.*” In
these organisations only a few controllers got a salary and most of
them worked voluntarily. Following an inspection, the PCCs were en-
titled to take disciplinary measures against ' damages’; in more severe
cases they had even been obliged to lay information at the police or
the attorney’ s department.

The PCCs had continued to develop on the district and the county
level being coordinated by the Central People’'s Control Committee
(CPCC). On the face of it, the CPCC was responsible to the govern-
ment; in reality it was responsible to the party leadership. In terms of
the intertwining of jurisdictional, legislative and executive power, the
attorney general was present at every CPCC session, and the responsi-
ble attorney was present at the local PCC sessions.

The change of political opinion on agricultural cooperatives is easy
to retrace in the investigations conducted by PCCs. In the course of
the 1970s, the number of investigations held concerning cooperatives
had increased. The president of the CPCC referred to this tendency as
early asthe beginning of 1970: ,,One crucial question in this country is
to set things right in agricultural cooperatives’. %

The list below shows the subjects that elicited the greatest number
of investigations: the situation and the tendencies of subsidiary activi-
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ties; the extent, the reasons and economic impact of labour turnover;
secondary employment and other subsidiary occupation as well as the
conformity of labour contracts;, the economic cooperation between
household farms and cooperatives; the cooperation and union between
the various cooperatives; the protection of socia property within the
cooperatives; the assertion of the socialist principles of distribution.®

All of the subjects listed above were part of the agenda of either the
Political Committee or the Economic Committee, which leaves no
doubt that the initiative for these had come from the highest level of
political leadership. Certainly, the execution of this change in national
political opinion implied significant regional variance. The PCCs
worked most diligently in the county Szabolcs-Szatmar, the homeland
of BélaBiszku, one of the prominent leaders of the anti-reform forces.
In other parts of the country, e.g. in Borsod-Abalj—Zemplén and
Nogréd it was the local heavy-industry lobby, or in Gyér-Sopron and
Csongréd the dogmatic local administration that initiated plenty of
investigations.*

The local differences deserve our attention for several reasons.
First, they obviously go against the stereotype that central regulations
in a one-party system are omnipotent. In practice, the aforementioned
resolutions had been significantly modified. Second, they reveal an
important feature of the anti-cooperative campaign. The summaries of
PCC investigations show clearly that the phenomena unveiled at the
cooperatives were by no means just single cases but rather common
on the national level. One of the problems was that the accountancy
and the management of cooperatives had not been adequately organ-
ised. Further, the PCCs had found out that the chief accountants of the
cooperatives were not qualified for their work after the new accoun-
tancy act enacted on January 1% 1968. What is more, they had never
received any central guidance after the tackling of practical prob-
lems.** On the other hand, due to the dynamic growth of cooperative
farming, there had been some new legal ways taking shape that legis-
lation could not keep up with. The everyday practice of farming in
cooperatives was not usually regulated by law.

This phase-shift was nothing new. In the 1960s it arose from the
local initiatives that favoured membership of cooperatives coming into
collison with the original Stalinist kolkhoz-model. Kédér and his
group did not dare directly oppose the basic principles of this model,
so they tolerated, later on even supported these local measures without
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officialy legalising them. This — as we have aready mentioned —
came about only as late as 1967, when the new act on cooperatives
took effect.

While in the 1960s this conflict was solved by adjusting legal regu-
lation to the practice of farming, after changed opinion on reform;
from the beginning of the 1970s, this duality offered more and more
points of attack. As we have seen, almost every single cooperative in
the country was involved, so it was dependent on the attitude of local
administrators whether to commence proceedings or not.

From the beginning of the 1970s onward, a cultivation number of
the investigations conducted by PCCs had ended with denunciation.*?
Back in the 1960s, the PCCs preferred other measures, for instance,
disciplinary procedures, damage compensation, etc. These measures
were predominantly taken at the request of party committees on a
county or adistrict level. It is also interesting that, in this period, about
one third of all denunciations initiated by PCCs had not gone through
to court, while in the 1970s, this ratio fell to a minimum, due to strong
collaboration between the attorney’ s department and the PCCs.

The process of the intertwining of the PCCs and jurisdiction grew
even stronger after the modification of criminal law. The former regu-
lation, saying that certain criminal procedures could only have been
launched by the initiation of the responsible minister or the president
of the CPCC, had been repealed. From January 1st 1972 onward, the
PCC in charge and its president had been entitled to initiate proce-
dures aswell. Here is a comment on the expansion of the scope of dis-
trict and county PCC-presidents by the president of the CPCC:

»From now on it is up to our comrades, the presidents how they
make use of thisimproved, more effective weapon against the ones
who violate the fundamental rules of the socialist economy and vi-
cious y43prefer their personal material interests to the common
good.”

The monthly reports coming from local organisations sent to the
presidential office of the CPCC give us a clear picture about how this
’improved, more effective weapon’ was used.** In the beginning of the
political change in 1972, the number of centrally planned investiga-
tions grew beside the ones initiated on alocal level. It was remarkable
that there were investigations launched in 1972 in counties and dis-
tricts where such procedures had never before been conducted.
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In 1973, the number of the PCC investigations conducted in certain
subjects at cooperatives showed an abrupt increase. It seemed that,
following the wider investigations of previous years on the district and
county level, from 1973 onward they had concentrated mainly on set-
ting an example in certain cooperatives. There had been a wide scale
of starting-points, ranging from subsidiary enterprises (construction
companies, meat production, flower shops, brick-works, sand- and
gravel pits) to document administration and financia reliability, the
situation of loan administration or even premiums, the use of the of-
fice car of cooperative leaders, as well as the amount of expenses of
official display. Considering all this, it islittle wonder that the number
of cases concerning cooperatives registered at PCCs reached its peak
in 1974; afterwards it decreased significantly.* We shall discuss the
reasons later.

The procedures against cooperative leaders can be classified ac-
cording to the subjects of the PCC-investigation. The most common
ones were abuse of subsidiary activity, illicit or inappropriate man-
agement of state support, and, violation of storage contracts. There
were also many cases concerning inaccurate balance, forging of
documents and bribery.

The PCC investigations also show us the recurring counts of in-
dictment in the cooperative-trials. The leaders had been accused of
economic crimes, being considered much more serious after the modi-
fication of criminal law in 1971.

The Political Committee in the summer of 1971 laid down the
guidelines of the reorganisation of jurisdiction, judiciary bodies and
the attorney’ s department.“® In the process of reframing the penal code
they paid special attention to the category of economic crimes. Regu-
lations of prodigality, crimes against the conformity of investment and
bribery had been revised. To prosecute these crimes more effectively,
they repealed the former rule saying that the prosecution of certain
economic crimes could only be launched on the basis of areport of the
supervising institution (e.g. the responsible minister).

All these changes had been justified by the increased protection of
social property.*’ Socia property included the property of the state,
the cooperatives, national organisations and associations. Since coop-
erative leaders had mainly been accused of crimes against socia prop-
erty (e.g. theft, peculation, fraud, defalcation), the relevant regulations
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of the revised penal code, taking effect on January 1%, 1972, are defi-
nitely worth studying.®®

Adjudicating crimes against socia property, two factors were of
great importance; one was the extent of damage caused, the other was
perpetrator’ s status, i.e. whether the person had been in a leading post
or not. The first aspect was itself doubtful, since the law had not de-
fined the minimum amount of damage. According to the Hungarian
Supreme Court, 'excessive damage meant damage greater than
200,000 forints, whereas 'significant damage’ meant damage over
50,000 forints. In truth, these amounts of money were only rough es-
timates, consideration of concrete cases was up to the judicial practice.

Injudicia practice another guideline had been explicitly presented,
stating that the protection of socia property particularly concerned
those people fulfilling leading, controlling and administrative duties.
Consequently, if such a person committed a crime against social prop-
erty, he/she had to expect even more severe punishment. Therefore,
the decisive factor of the punishment inflicted was not the extent of
damage caused but rather the abuse of authority.

The crimes against social property committed by the economic
administration had been judged with particular rigour.*® This is aso
indicated by the regulation saying that leaders who did not prevent
crimes against social property might be prosecuted as well. Con-
cretely, the pena code ranked misprision as punishable. This meant
reception of information on a crime deliberately committed against
socia property or the preparation of such a crime and failure to report
it to the responsible authorities.

Among crimes against social property, fraudulence deserves spe-
cial attention. This could be committed by a person who had been
charged with the management of a piece of social property. This in-
cludes practically everyone who had controlled, supervised, dealt or
worked with social property as part of his job. The infringement of
this duty of management was the crime in question, athough only in
cases where social property had been damaged. Not only people who
committed this infringement with the intention of causing social dam-
age had been considered guilty, but aso those who had submitted to
socia property being defrauded.

Having considered the crimes against social property, we shall now
turn to the ones violating the course of the economy. A good example
of the modifications initiated is the regulations concerning prodigal-
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ity.> These had been motivated by the argument that socialist produc-
tion had to serve social interests and any kind of management oppos-
ing these interests should be prosecuted not only by means of the law
of labour but also by those of criminal law. Due to the justification
given by the Minister of Justice, an employee committed prodigality if
he, entitled to take individual measures, violated the rules of reason-
able administration severely and/or repeatedly caused significant eco-
nomic loss. Neither 'reasonable administration’, nor ’significant eco-
nomic loss' had been precisely defined, leaving the subjective estima-
tion of judges afairly wide scope.

We can find a comparably vague definition of irresponsible indebt-
edness, a special case of prodigality. This meant that the financia ob-
ligations undertaken had significantly exceeded the pecuniary re-
sources available. The reason they found irresponsible indebtedness so
perilous was that it had indirectly interfered with the interests of other
companies or organisations, even the economy itself.** Thisis further
proof of the significance of ideological debates mentioned in the first
part of this study since their argumentation had been taken over by
criminal law.

The arguments for the reframing of the regulations concerning the
deception of economic bodies were similar to the ones used in the case
of prodigality. What they established was essentially an enabling act
that had only defined deception and the serious economic damage
caused but had not given full details about the obligations that had had
to be violated to meet the criteria of deception of economic bodies. This
was only inferred by other rules of law or the order of management.

Similarly, it was another enabling act that had regulated the block-
ing of economic control and data collection. The penal code had not
defined the bodies that had been entitled to effect economic, financial
or price-control; neither had it determined the accountancy records
these bodies were obliged to keep. The penal code had merely set up a
framework in order to ensure that derelictions of duty, as well as ob-
struction of control, might be prosecuted. There was a comparable
situation to this concerning crimes against the conformity of invest-
ment and financial affairs.

Concerning other crimes against the economic system, we can find
further definitions that had drawn quite a vague line between actions
indictable by criminal law, actions only indictable by other means of
the law (e.g. disciplinary procedures, proceedings in petty offences) or
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not indictable at all. In the course of the trials, reference to article No.
224 of the penal code had often been made. This article proclaims that
those persons who neglect their duty of a) the production, b) use, c)
trade, d) reporting, €) putting at disposal, f) stocking, or g) administra-
tion of economic products causing significant economic loss, are pun-
ishable by crimina law. The justification of the Minister of Justice
even added, that "economic loss' had not necessarily meant a certain
amount of money; it was sufficient that a neglect of duty had had un-
favourable effects on the economy.

From the definitions quoted above we might draw the conclusion,
that due to the modifications mentioned, a number of uncertain con-
cepts (e. g.: prodigality vs. reasonable economy, significant economic
loss, dishonestly attained/justified profit, etc.) had been added to the
penal code, which had left the estimation of the individual cases to the
subjective decision of the judge. The Minister of Justice himself de-
clared after the introduction of the modifications that the actual con-
tent of these general categories, meaning the boundary between ac-
tions to be prosecuted and those not to be prosecuted had to take shape
injudicial practice according to socialist principles.®

The analysis of the modifications of the penal code had, thus, re-
vea ed the ways through which the subjective estimation of the judges,
and, consequently, political intervention could gain ground amost
without limitation. The great influence of the party leadership on ju-
risdiction is clearly indicated by the conferences of district attorneys
and judges on the county and the national level. The following, often
quoted phrases show the guidelines very well: "Law is the will of the
class in power. Therefore, law and morality should go hand in hand.
Law should conform more to politics, to party decisions .>

In the following | shall sum up the intertwining of politics and ju-
risdiction and its execution in practice in Hungary. | determined that
the number of cooperative-trials is somewhere between 70 and 100.
The documents of these trials represent specia kinds of sources. Their
examination requires special caution and much time, since judicial
decisions might well be explored but the documents of the investiga-
tions led by the police and the attorney’s department might only be
examined by permission of the people concerned or their families. Ob-
taining the authorizations is neither fast nor easy, considering that
these trials had spread over the area of the whole country.

175



ZSUZSANNA VARGA

| have managed to find quite a few cases that could be tracked
down from the PCC investigations right to the court trial.>* The mate-
rials of asingletrial go as far as severa thousands of pages, including
testimonies, identification parades, records of interrogations, experts
reports, summaries made by the police and the attorney’ s department,
bills of indictment, judgments of courts of the first instance as well as
the ones of the appeal court, as well as appeals and requests. In the
analysis of these documents it is extremely important to adopt a criti-
cal attitude. The individual testimonies put down to the record should
be contrasted, the circumstances should be well considered, their ver-
ity should be checked applying other sources, e.g. interviews. These
trials were based on the assumption that certain tendencies of coopera-
tive farming were dangerous to the socialist system; therefore, this
practice should be condemned and its representatives punished. The
purpose of all thiswas to set examples and intimidate people.

What do the cooperatives concerned have in common? They were
all prosperous, quite often well-known throughout the country. They
were all cooperatives which took great advantage of the opportunities
of the New Economic Mechanism. Back in the 1960s, their perform-
ance was highly appreciated, which was even represented by the nu-
merous badges of honour they had been rewarded. The leaders of
these companies were all men with a spirit of enterprise, open to new
ways and ideas. They started work during the process of collectivisa-
tion or shortly after that, so it was under their leadership that coopera-
tives, organized in the beginning of the 1960s, became efficient com-
panies.*

Within the circle of economic managers, cooperative leaders were a
specia group. In opposition to managers of state companies, they had
been elected and not smply nominated. After 1967 there had actually
been secret votes. The staff of cooperative leaders had been a unique
group with mass support, largely developed by 'natural selection’.

Leaders of cooperatives had to withstand all demands not only to-
wards party leaders on adistrict and county level, but also towards the
membership of their cooperative. This situation was the source of nu-
merous conflicts, especialy when the president supported the interests
of the members against the will of the local political leaders. In the
beginning of the 70s, when the anti-cooperative campaign began,
many loca politicians felt it was time to strike back. It was not the
highest ranks of national politics alone that commenced these proce-
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dures; subjective aspects played another significant part. There had
been, for instance, certain districts, where the attitude of the regional
secretary had led to more “ president trials” than in the whole county.>®
It was because of this that there had been such procedures started as
late as the second half of the 1970s on a local level, when national
policy had already taken another turn.

Other experts, such as the agricultural chief engineer, the financial
manager as well as common cooperative members had been accused.
Another characteristic group of the accused consisted of employees of
councils, banks and state-owned companies having business connec-
tions to cooperatives. Most of these people had been accused of brib-
ery. One common feature of these trials, thus, was the great number
(sometimes as many as nineteen!) of defendants. There were often
many witnesses present, too; up to 120 in asingle case.””

There were certain cooperative leaders that had been proved inno-
cent, and others, who had actually participated in economic abuses.
Y et even in these cases, certain features of the investigation as well as
the trial leave us no doubt that these had been show trials. One of the
conspicuous characteristics was that every single trial featured much
the same counts of indictment, mainly crimes against socia property
(fraud causing excessive damage, defalcation, theft). As| have aready
mentioned, economic managers had been judged with a particular se-
verity. To make accusations easier, the obligation of denunciation had
been extended to all kinds of economic crimes. A single cooperative
member’s confession about the cooperative leader being aware of
some kind of abuse was sufficient for commencing procedures. Fail-
ing to report it would have made him an accomplice.

Documents reveal that the evidence against leaders of the coopera-
tives was largely given by members already in remand. The interviews
showed that the police did not use force, but compelled them to make
false confessions by extortion or by promising them various benefits.
Some had been threatened with remand for a longer time while others
had been told they could go back to their families if they confessed.
An effective way of extortion was proclaiming ’the others had already
confessed everything'. These were often the ways the accusations had
been extended to the leaders of the cooperative. It is important, how-
ever, to add that many of these confessions had been withdrawn when
it actually cameto thetrial.
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In cases of prodigality or fraudulence there was no need to involve
the cooperative members since the perpetrators of these crimes could
only have been economic leaders. Being in remand, on the other hand,
was of great importance. Records of remands were kept as long as one
and a half years or, in some cases, even four years. As justification it
was said that the social danger represented by these crimes as well as
the severity of the sentence made it very probable for the defendants
to attempt to escape or take cover. Considering that these people were
the leaders of some of the best known cooperatives in the country, we
may suggest that these were not the main motives. Rather, they hoped
that imprisonment, stress and the tension of isolation would sooner or
later make the defendant collapse, making a full confession and facili-
tating the procedures. Here is how a leader of a cooperative near Bu-
dapest recalled this atmosphere:

»Recaling the interrogations; they certainly knew how to keep
people stressed. A true criminal would probably have but laughed
at the whole situation, but | had never experienced such a thing be-
fore. After dictating me atext they had found important, they put it
in front of me and told me to sign it. To be honest, | had not even
read it. They had not hurt me physicaly, but all this defenceless-
ness [...] that atmosphere is something you cannot describe. This
was something they had known very well, to create this atmos-
phere. | would not say these policemen had been uncivilized. They
had never hurt me, [...] but the atmosphere they had created you
cannot describe. Ingenuous or unstable people could never take it.”>®

Drawing up the indictment took much time, which made the period
between the time of arrest and the start of the proceedings grow quite
long. The bill of indictment had been composed following predeter-
mined conceptions. The main one said that cooperative farming, and,
as a result of that, the quick growth of the income of farmers, could
not have taken place in a’legal manner’. The prevailing political at-
mosphere is very well characterised by a contemporary sociologist: ’ If
a cooperative brings poor results that is suspicious. If it brings good
results, it is even more suspicious.”> Following this preconception,
the indictment was formed quite quickly, but collecting the evidence
was a much slower process. This was why they had tried to get the
defendants to make a full confession. Many cooperative leaders told
me about the measures taken in the course of an investigation. Some-
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times it was the lawyer designated by the court who had tried to con-
vince them, in some other cases it was the undercover fellow prisoner.

There had been numerous examples of injustice also in the judicial
proceedings. Witnesses for the defence had barely been produced.
Nevertheless, what is far more serious is that by modifying the penal
code, they created subtle ways for the influence of judicial subjectiv-
ity, and consequently, that of higher politics, to prove effectual.

To better understand the enforcement of nationa policy, let us see
an example from one of the earliest cases. Since the court in the first
instance had not yet sensed the new guidelines accurately, the attorney
general had to make a clear rectification in his appeal: ' The county
court was clearly mistaken by considering the defendants’ actions to
be in the interest of the membership of the cooperative, thus mitigat-
ing circumstances. This is an obvious misinterpretation, not only in a
judicial, but also in an economic sense. Highlighting group interests
by dishonest means is far from being an isolated phenomenon in our
country.®® And let us now see a passage from the sentence of the Su-
preme Court that clearly indicates the attorney genera’ s influence:

» The principal defendant, as well as the persons accused of the
second and third order had, in their functioning, intended to grant
the cooperative profit in unauthorized ways by means that are un-
acceptable in the system of a social economy, [...]. Acting on al-
leged or temporary interests of the cooperative at the expense of
the peopl€e's economy as a whole by misleading the administrative
bodies is a serious peril to society even if the perpetrators are not —
asin the given case — led by their personal financial interests.”®

Another peculiarity of the trial mentioned above is that in 1970,
when the actions represented in the indictment took place, it was the
old pena code that was till in force. By the time the proceedings
started, the modified penal code had already been introduced. The
prohibition of retrospective effect is, as everyone knows, one of the
basic principles of criminal law (nullum crimen/nulla poena sine lege
praevia). This means that the judgement of a crime must be based on
the law prevailing at the time of its commission.®? The only exemption
from this rule is when the effective law allows a milder judgement
than the former law. One of the major characteristics of the new penal
code taking effect on January 1% 1972 was exactly an aggravation of
the relevant parts of the code. Despite all this, this was the law that
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had been applied in these cases. What is even more startling is that
there had not been a single protest raised against this judicial practice
by the representatives of the administration of justice.

Exploring the fabricated elements of the trials against cooperative
leaders, one cannot evade the role of the press. The anti-cooperative
campaign was easy to discern in the contemporary organs of press as
well as in the public announcements of politicians. As part of this
campaign, many cooperative leaders had been discredited in the public
long before they had been proved guilty. Beside public newspapers
(Népszabadsag, Népszava, Esti Hirlap), local papers had joined in the
defamation of cooperative leaders. Let us see one among the countless
examples:

»S0me of the employees had warned the cooperative president that
if he kept on running the cooperative as before, he would end up
sitting in the prisoner’s box. Managing director A.K., however, did
not believe them. “An oversized administration and arigid system”
— he said — “would only decrease the efficiency of management”.
We can see clearly now that bribery was one of the major factors of
efficiency; the enterprise of this criminal gang had been prospering
for quite along time. The leaders of this cooperative who — accord-
ing to the indictment — had caused our economy a loss of nearly
one million forints, awaited the trial in remand.”®

One more remark is due: this trial had ended with the cooperative
president being acquitted.

As a further specia feature of the trials that kept dragging on for
years, we may add that the courts of the first instance had usually im-
posed severe punishment on the defendants, up to ten years of prison.
Later the Supreme Court, an instance far away from local political
bodies, had significantly reduced the penalties.®® In many cases the
defendants had already served their final prison sentence in remand.

For those cooperative leaders who had been party members, pun-
ishment had not ended with the sentence of the court; they had to an-
swer to the party for their deeds, even if they had been proven inno-
cent. According to the opinion of the party leadership, even these peo-
ple had a moral responsibility. There was a special organisation to
conduct punishments within the party, the KEB (Kdzponti Ellendrzs
Bizottsag, in English Central Control Commission), which is still terra
incognita to researchers.
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The main tasks of the KEB were the investigations of disciplinary
procedures, accusations and appeals on the one hand, and the analysis
of the experiences of party discipline on the other.*® The KEB had to
inform other leading party organisations about the experiences gath-
ered. Within the period relevant to our study, the Political Committee
discussed the comprehensive report of the KEB on April 6th 1972.%
Due to the resolution adopted, party disciplinary procedures became
progressively more stringent and steady; in certain regards they had
even gone beyond juristic means.

In the course of my research | have managed to unveil some more
'subtle’ kinds of pressure and intimidation in the so-called ' soft dicta-
torship’. Asit showed, the importance of the KEB and its subordinate
bodies had progressively grown from the beginning of the 1970s on-
ward. Contradicting the party rules which said that the KEB had to be
elected by the party congress and had to be responsible to the party
congress as well, it soon turned out that its entire function depended in
fact on the Political Committee and its decisions. This is also con-
firmed by the fact, that the head of the KEB had regularly taken part
in both Central Committee and Political Committee sessions without
being a member of either.®’

The functioning of the KEB went far further than the mere control
of the moral conditions of the party membership. With frequent disci-
plinary procedures and expulsions it had created an atmosphere of
permanent threat. They had, in fact, enforced perfect alignment with
centrally brought decisions. What is more, they had become entwined
with the bodies of people's control and the attorney’s department on
various levels, having information sent back and forth in both direc-
tions. The KEB had actually enabled the assertion of the altered con-
ception of the New Economic Mechanism through the PCCs, the at-
torney’ s department and the courts with special regard to the decisions
concerning the agricultural sector.

Conclusion

Aggravations, the withdrawal of resources, the increased outward
intervention in their functioning, the enforced fusion of cooperatives
as well as the ongoing slander of successful cooperative leaders was
followed by unfavourable consequences that appeared within a few
years. The spectacular decline in household produce in 1973 and the
loss in subsidiary activity within the cooperatives affected the food
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supply very badly. Since the legitimacy of the Kadar-regime had
largely depended on the fulfilment of the policy of living standards,
the party leadership started to gradualy revoke the former restrictive
measures from the middle of the 1970s onward, they had slackened
the aggravations. These measures were motivated not only by the
aforementioned socia and political considerations, but also by the im-
pact of the oil crisis.® Due to a sudden rearrangement of the pricing
conditions of the international market, the national budget was in need
of agrarian exports as a certain way of obtaining foreign currency.

The decision of the Political Committee of the MSZMP, brought in
February 1976, as well as a number of subsequent governmental and
departmental orders on the situation and the possible extension of
household plots showed a return of pragmatic policy.® The session of
the Central Committee held on March 15th 1978, which had been en-
tirely devoted to the problems of agricultural policy, was of even
greater significance.”

There is one contribution to this discussion that | would like to ac-
centuate: the one made by Laos Fehér, one of the creators of the
Hungarian agricultural model. He was a man who had always felt re-
sponsible for the situation of agriculture and farmers, no matter what
position he held at the given time. He sharply criticized the political
trials against the leaders of the cooperatives: ,[...] for about five or six
years a so-called criminal campaign has been waged against agricul-
tural cooperatives. There has been a great number of newspaper arti-
cles indicating that the cooperatives had become a regular breeding
ground of economic crimes and abuses’.” He mentioned an investiga-
tion by representatives of the Department of Justice and the Ministry
of the Interior on crimes against social property during the period be-
tween 1968 and 1975. As the investigation had shown, the proportion
of such crimes was 20% concerning the entire national economy and
only 11% concerning agricultural cooperatives. The investigation had
also shown that three-quarters of all crimes against cooperatives had
been committed by persons outside the cooperative (e.g. sales clerks)
and not cooperative members. At the end of his speech Lajos Fehér
made a suggestion that the Central Committee should set up a specia
committee in order to investigate who had been responsible for the
anti-cooperative campaign. He aso suggested that this committee
should initiate the rehabilitation of the defamed leaders of cooperatives.
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None of the members of the session responded to this contribution.
The committee proposed by Laos Fehér had never been set up. No-
body had ever investigated the financial loss the campaign against co-
operatives had caused the economy, nor the moral damage of coopera-
tive leaders and their families as well as the entire agricultural sector
had to suffer as aresult of the show trials.

The assault on agricultural cooperatives also shows a basic limita-
tion of the New Economic Mechanism. The reform had been based on
the idea that economy, politics and ideology were separable. When it
turned out that the changes initiated would overstep the bounds of the
economy and set off a process of social reorganisation inconsistent
with the prevailing ideological principles, dogmatic forces intervened
in the reform process. It did not matter that cooperatives had, in the
meantime, become the most successful sector of agriculture, nor did it
count that the cooperatives had in fact been striving for efficiency,
more profit and market orientation — the assault had, in any case, been
launched.

To make things even worse, this restorative process came about
exactly during a period when the challenges of the world economy —
the abrupt price jump following the oil crisis — would have required
efficiency more than ever. The slackening of the reform process, and
consequently, the assault on agricultural cooperatives had impaired
the adaptability of the entire national economy.
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