
It was apparent for Hungarian pro-reform experts and 
politicians from the very beginning of the economic reform: 
they could not neglect ideological questions. In vain did the 
leadership emphasize—as we shall see, not without reason—
that the reforms were to be confined to the transformation of 
economic life; in state socialist systems, economics and politics 
were inseparably interlocked not only in practice, but also in 
the theory of socialism.1 Therefore, it was a crucial condition 
in having the reforms accepted to connect its reasons with 
the official ideology, Marxism-Leninism. The objectives—like 
increasing economic efficiency and improving the quality of 
products—were not novel. The methods of implementation 
were new. The developers of the reforms believed that their 
objectives were attainable by making socialist enterprises more 
independent from the state and placing them into a competitive 
situation. They had to find how market regulations could be 
inserted into a planned economy with dominant state ownership. 
This was not merely a practical but also a theoretical—moreover 
an ideological—task. In order to make the reform acceptable, a 
harmony had to be established in “theory” among the principles 

* The study was written in the frames of the research project Western 
Impacts and Transfers in Hungarian Culture and Social Sciences in the 1970s 
and 1980s financed by NKFIH (Nr. 125374.)

1 An enormous body of literature exists on this topic. In particular, see 
János Kornai, A szocialista rendszer [The Socialist System] (Budapest: HVG 
Könyvek, 1993), 65–94.
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legitimizing the system while also denying the capitalisms of the 
past and present, as well as market economy-based regulatory 
elements. This is a current topic even today.

Nevertheless, it is not self-evident to discuss this problem 
in connection with the contrasting notions of openness and 
closedness. Why not? Because from the fact that following 
direct political goals one can frame an ideological explanation 
for the co-existence of fire and water, we might come to several 
conclusions. Innovation—that the reception of given elements 
of a conflicting theory might strengthen our own truth—as 
the supervision of old dogmas might become proof of a sense 
of reality.2 Undeniably, this kind of openness might increase 
the attractiveness of such ideas. On the other hand, adopting 
previously rejected elements of confronting ideologies that 
were earlier held to be antagonistic might prove fatal. As such, 
innovations might appear as concessions; they might become 
signs of weakness. Finally, there is a risk that due to its eclectic 
nature the elements of the ideology lose their coherence. The 
surrender of certain principles might be deemed as heresy in the 
eyes of the old believers, while earlier opponents see themselves 
justified in the “concessions” given to them. So, it might occur 
that reformers find themselves caught between two stools. 
Reformers at any time hope that their innovations will revive 
their ideology, increasing its appeal and legitimizing capacity. 

The central virtue of an “ordinary” ideology is not exactly 
being open and inclusive. It is particularly true in the case of 
such a radical ideology that anchored its truths in rigid theses 
as Marxist-Leninism. It had to face much more important 
requirements than openness. It is enough here to remind 
the reader of those that made opening specifically difficult. 
Marxist-Leninist ideology had to prove the superiority of 
socialism over capitalism. This applies to ideas, society, politics, 
culture, morals, and, last but not least, the economy. From this 
aspect, the reality of the “bourgeois” system of the 1960s—

2 The excellent sociologist C. Wright Mills called it the “plain procedure” in 
his book on the Marxism-Leninism of his age. C. Wright Mills, The Marxists
(New York: Dell Publishing, 1962), 98–99.
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its welfare state, parliamentary democracy, and its standard 
of living—formed a major challenge for communist theorists 
and politicians. Capitalism did not seem to have suffered a 
general crisis, nor did the Western working class seem to have 
become impoverished. Therefore, an ideological struggle against 
“bourgeois” ideology remained particularly important, which 
was further complicated by recognition: the superpowers must 
avoid war and try to give way to peaceful coexistence and the 
improvement of economic, political, and cultural relations. 

The Twentieth Congress of the Communist Party of the 
Soviet Union (CPSU) elevated the idea of peaceful coexistence 
to the level of official strategy. Communist ideologists had to 
draw conclusions. The main task was to preserve the coherence
between the theses and principles of Marxism-Leninism, which 
was supported, but at the same time somewhat encumbered by 
the process called “the renaissance of Marxism.” The leaders 
of the communist parties gave clear instructions for this work. 
They declared on the conference of communist and workers’ 
parties in November 1960 that peaceful coexistence is not 
applicable in the sphere of ideology, where relentless struggle 
must be fought for the triumph of socialist ideas.3 Last, but 
not least, they had to legitimize power. It was an easier task 
when the political line and leadership was stable, and more 
difficult when strategy and/or leadership was changing. Either 
way, in both cases it had to follow from Marxism-Leninism and 
therefore show its truth in the case of reforms as well.

Lenin wrote about the constituents of Marxism.4 However, 
Marxism-Leninism was different, because the classical 
doctrines were complemented with certain statements made 
by Lenin and Stalin over time. However, the theses of Stalin 
had been screened out of the basic principles by the 1960s. 

3 “A kommunista- és munkáspártok képviselőinek 1960 novemberében 
megtartott Moszkvai Ertekezletén egyhangúlag elfogadott NYILATKOZAT 
[The DECLARATION Univocally Accepted by the November 1960 Moscow 
Conference of the Representatives of Communist and Workers’ Parties],” 
Társadalmi Szemle 12 (1960): 3–41.

4 V. I. Lenin, Válogatott művei, I [Selected Works, vol. I] (Budapest: Kossuth 
Könyvkiadó, 1967), 52–56.
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Nevertheless, we can state that Marxism-Leninism had 
become an ideology that was composed by the thoughts of its 
classics, their expressed theses, and the theoretical summary 
of the Soviet experience. This was the background that those 
working on the economic reforms in Hungary had to take into 
consideration. 

Which were those principles with which economic reforms 
had to be reconciled? Half a century after the victory of the 
Russian revolution, the list was not difficult to compile. The 
document submitted to the Communist World Congress in 
1957 in Moscow, which was finalized there and published 
afterwards, was a great help in this work. In this document, the 
leaders of the international communist movement declared the 
general principles of building socialism. According to this, the 
theoretical foundation was Marxism-Leninism. The social and 
political leadership was the role of the working class and the 
communist party. The tool was state power and the dictatorship 
of the proletariat. In the economy, state property was dominant 
and goods were produced according to plans. The relations 
among communist parties and already socialist states were 
built on internationalism, mutual solidarity, therefore the 
common interest of the movement and the countries. This 
thesis was derived as the consequence of the widening and 
advancement of the communist movement. This thesis also 
reflected the experience of the Polish and Hungarian 1956; 
and retrospectively justified the crushing of the Hungarian 
revolution by the Soviet Union. 

In the years of de-Stalinization, internationalism could 
not remain such an absolute principle as earlier, because the 
individual communist parties, if they wanted to be successful, 
could not subordinate themselves to Soviet interests as in 
previous decades. Therefore, much greater emphasis was laid 
on the self-determination of the parties and the sovereignty of 
socialist countries. One of the main lessons of 1956 was that 
total uniformity is pointless; the ruling communist parties must 
be given space for movement and tactical independence. This 
is why the 1957 document recognized the thesis of different 
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national paths beyond general principles.5 However, it was 
not evident how to interpret this formula. Obviously different 
historical backgrounds, varied economic and geopolitical 
conditions, as well as differing national cultural heritages 
and traditions had to be considered. The main point was that 
by recognizing “specialities,” the international communist 
movement—essentially the CPSU—“in principle” accepted 
that the parties might act on their own in configuring political 
accents and alliance policy. 

The recognition of national paths and specificities offered a 
postern door for the Hungarian reforms; however, they did not 
open it too wide. The reform could not simply “pass” through 
the postern door. It could not be simply smuggled into the inner 
world of socialism as a national speciality. What is more, the 
most faithful Cerberuses of Marxism-Leninism were suspicious, 
and they feared that under the shroud of reform a Trojan Horse 
might get into the fortress of ideology. These dogmatists were of 
the opinion that reform could easily transform into reformism.6
Not even a decade had passed since the spring of 1957, when 
the Hungarian Socialist Workers’ Party (Magyar Szocialista 
Munkáspárt, MSzMP), due to ideological arguments and 
considerations, took the concept of the reform of the economic 
mechanism elaborated by economist István Varga off the agenda. 
This decision was brought about under Soviet pressure, for the 
Yugoslav-style workers councils were crippled according to the 
Soviet view. Yet, by the middle of the 1960s, the fight against 
revisionism, against the Yugoslavian model, and against social 
democratic parties had just come to an end.7

5 “A szocialista országok kommunista és munkáspártjai képviselőinek 
1957. november 14–16-i, moszkvai értekezletén elfogadott NYILATKOZAT [The 
Declaration of the Representatives of Communist and Workers’ Parties at the 
Moscow Conference, November 14–16, 1957],” Társadalmi Szemle 7–8 (1957): 
129–143.

6 See Iván T. Berend, Gazdasági útkeresés 1956–1965 [Searching for an 
Economic Path, 1956–1965] (Budapest: Magvető Kiadó, 1983).

7 Ágnes Szécsi, ed., A revizionizmus a legfőbb veszély. Cikkgyűjtemény
[Revisionism is the Main Danger. Collected Articles] (Budapest: Kossuth 
Könyvkiadó, 1959).
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This did not bring relief on the ideological front. One division 
was replaced by another. Moreover, this time the charge of 
revisionism was raised against the Soviet leadership, which had 
been pursuing this ideological struggle previously. Khrushchev 
and the CPSU were indicted by the Chinese Communist Party, 
led by Mao Tse-tung, who accused them of appeasement and 
concessions to imperialism, thus a betrayal of revolutionism.8

This twist might have made it easier for those searching for 
new paths, but not this time. In particular, they had to defend 
Marxism-Leninism from a leftward attack from above; in other 
words, they had to stand up for the validity of its theses. In 
addition, widening the scope of economic incentives could 
hardly be interpreted as the sign of revolutionary praxis. 

For theoretical and political reasons, the Hungarian party 
stood on the side of the CPSU. However, in spite of cloudless 
Hungarian-Soviet relations, there was no opportunity for major 
Soviet material-financial aid—similar to that of 1957—to solve 
the problems of the Hungarian economy. It became clear during 
the preparations of the third five-year plan that significant 
external help cannot be expected to promote the transformation 
of the economic structure in general and the modernization of 
the production structure in particular. An important portion of 
the problems derived from reasons other than technological lag 
or false or poorly implemented plans; by contrast, the limits of 
central planning and coordination itself had become more and 
more apparent. Therefore, a different way had to be found to 
improve the operation of the economy. The existing companies 
had to be entrusted with the transformation of the structure, 
while this demanded that they become substantive actors of the 
economy. 

A political climate favourable for the implementation of 
these reform intentions appeared by the mid-1960s. It is worth 
distinguishing the general and particular components of this 
climate change. Among the former, it is important to emphasize 
that the period between 1957 and 1968 was a successful 

8 About ideological debates on peaceful coexistence, see Aladár Mód, 
Korunk vitája [The Debate of our Age] (Budapest: Kossuth Könyvkiadó, 1965).
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decade for both the Soviet and the European state socialist 
regimes, even with all of their difficulties. The economy, the 
standard of living, and the standards of education and culture 
of these countries improved at a significant pace.9 It seemed 
that state control of technological development could establish 
the conditions necessary to work past the existent handicaps.10

At least the Soviet successes in military and space technology, 
seen in the strategic balance between the Soviet Union and the 
United States, seemed to support this. This was the basis of the 
slogan “catch up and overtake” that Khrushchev announced 
along with the twenty-year program of building communism 
at the Twenty-Second Congress of the CPSU.11 An important 
indicative element of this plan was the statement that socialist 
countries reach the antechamber of communism by and 
large at the same time. This thesis was officially accepted in 
the beginning of 1959 when it was included in Khrushchev’s 
report to the congress and from there to the resolution of 
the congress.12 By the turn of the 1950s and 1960s, the de-
Stalinization process more or less advanced and drew to a 
close.13 Last, but not least in these years, it seemed that liberated 
former colonial states were trying to get rid of the control of 
capitalist powers and were seeking the opportunities to choose 
the socialist way. Consequently, and in addition to that, thanks 
to the strengthening movement of non-aligned countries, the 
geopolitical situation changed in favour of the Soviet Union 

9 About the development and problems of European socialist countries, see 
Iván T. Berend, Terelő úton. Szocialista modernizációs kísérlet Közép- és Kelet 
Európában 1944–1990 [On Detour. The Attempt for Socialist Modernization 
in Central and Eastern Europe, 1944–1990] (Budapest: Vince Kiadó, 1999), 
191–265.

10 Melinda Kalmár, Történelmi galaxisok vonzásában [In the Pull of 
Historical Galaxies] (Budapest: Osiris, 2014), 182–188.

11 Az SZKP XXII. kongresszusának jegyzőkönyve [The Proceedings of the 
Twenty-Second Congress of the CPSU] (Budapest: Kossuth Könyviadó, 1962).

12 Az SZKP XXI. Kongresszusa [The Twenty-First Congress of the CPSU] 
(Budapest: Kossuth Könyvkiadó, 1959), 130; 632.

13 The Scientific Department of the Institute of Political History organized a 
conference on this topic in February 2012. See “De-Stalinization and Reforms 
in Central-Eastern Europe, 1953–1968,” source: http://polhist.hu/progra-
mok2/desztalinizacio-es-reformok/ (Retrieved October 28, 2019).
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and socialism. The consequential optimism and the favourable 
perspectives made the leadership of the CPSU more receptive to 
its allies, who were seeking distinct paths and willing to prove 
their sovereignty. Political realities dictated this as well.14

However, the above list does not cover all the important 
general factors regarding the relationship of reform and ideology. 
The attempt to get within reach of communism failed after a 
few years essentially because it was built on false assumptions. 
By the 1960s, the great reconstruction period after WWII 
had ended.15 In most socialist countries, after the process of 
agricultural collectivization and women entering the labour 
market in great numbers, the sources of extensive economic 
growth based on a new labour force had been drained. 

From these particular circumstances, one must be by all 
means emphasized: the leading politicians of the CPSU became 
fed up with the inner and foreign political improvisations and 
continuous reorganizational campaigns of Khrushchev. They 
organized a coup against him and dismissed him. Consequently, 
János Kádár lost his number one supporter. The Soviet decision 
affected him negatively and he did not hide it. The Hungarian 
party worded its reservations in an official letter to the CPSU. 
Later on, Kádár personally explained his deprecating opinion 
about the procedure to Leonid Brezhnev and his colleagues.16

In a pinch, Kádár showed strength. This event offered him 
and his Hungarian leadership an occasion to bring about 
a long-delayed decision. A few weeks after his return from 

14 This is well illustrated by the moderate handling of the aspirations of 
the Romanian Communist Party for independence after 1961, which became 
public in 1964.

15 See: Ferenc Jánossy, A gazdasági fejlődés trendvonala és a helyreállítási 
periódusok [The Trend Line of Economic Development and Recovery Periods] 
(Budapest: Közgazdasági és Jogi Könyvkiadó, 1966).

16 György Földes, Kádár János külpolitikája és nemzetközi tárgyalásai I. kö-
tet [The Foreign Policy and International Negotiations of János Kádár, vol. I] 
(Budapest: Napvilág Kiadó, 2015), 62–65; Magdolna Baráth, “Kádár, Hruscsov, 
Brezsnyev. Szovjet külügyi dokumentumok a magyar pártvezetés reakciójáról 
Ny. Sz. Hruscsov leváltására [Kádár, Khrushchev, Brezhnev. Soviet Foreign 
Affairs Documents on the Reactions of the Hungarian Party Leaders to the 
Dismissal of N. S. Khrushchev],” Történelmi Szemle 3–4 (2003): 331–349.
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Moscow, in December 1964, the MSzMP gave green light to 
the reform operations.17 We must add that the Czechoslovak 
Communist Party passed a similar resolution a month later.18

Soon experiments started in the Soviet Union to improve the 
economic governance mechanism, which was attached to the 
new Prime Minister, Aleksei Kosygin. 

In 1964–65, the debate was not about the question whether 
the laws of commodity production have their place in a socialist 
economy, but rather to what extent and how.19 The innovative 
efforts exactly differed in extent and method. Those who 
concentrated on reducing target-figures and increasing material 
interest in order to enhance the quality of production wanted to 
modernize the classical planned economy. Those who wanted to 
give space for the market, market competition, prices, and the 
independence of enterprises—within the conditions of collective 
property—demanded real reforms.20 Their exercise was much 
harder, because they had to find means and arguments to 
prove the “socialist nature” of the new economic principles and 
methods. This is why books on political economy and economics 

17 Henrik Vass, ed., A Magyar Szocialista Munkáspárt határozatai és doku-
mentumai 1963–1966 [Resolutions and Documents of the Hungarian Socialist 
Workers’ Party, 1963–1966] (Budapest: Kossuth, 1968), 107.

18 Zsolt Horbulák, “Gazdasági reformkísérletek Csehszlovákiában a szo-
cializmus idején [Economic Reform Experiments in Czechoslovakia under 
Socialism],” Világtörténet 3 (2018): 399–414.

19 It is enough to recall the debate in the journal Közgazdasági Szemle
[Economic Review] during the late summer and early autumn of 1964. See 
Tamás Nagy, “Az értéktörvény és az árak centruma a szocializmusban [The 
Law of Value and the Centre of Prices in Socialism],” Közgazdasági Szemle 7–8 
(1964): 790–807; Géza Ripp, “A szocialista gazdaság modelljeiről [On Models of 
Socialist Economy],” Közgazdasági Szemle 7–8 (1964): 912–918; Béla Csikós-
Nagy, “A szocialista gazdaság ‘két modell’ elmélete [The ‘Two Model’ Theory 
of Socialist Economy],” Közgazdasági Szemle 9 (1964): 1095–1101. The same 
was reflected in MSzMP’s resolution on current ideological questions in March 
1965, which condemned revisionism in terms of a “two-front battle,” while at 
the same time it called for a fight against petit bourgeois, material thinking 
and stood for the economic reforms. See Vass, ed., op. cit., 132–133.

20 Several works discuss the further evolution of economic reform thinking. 
See László Szamuely and László Csaba, Rendszerváltás a közgazdaságtan-
ban – közgazdaságtan a rendszerváltásban [Regime Change in Economics—
Economics in Regime Change] (Budapest: Közgazdasági Szemle Alapítvány, 
1998).
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linking the socialist economy to commodity production were 
published one after the other in this period. We should mention 
at least two of them: The General Problems of the Functioning of 
the Socialist Economy by Włodzimierz Brus (1967) and Socialist 
Market Relations by Ota Šik (1966).

In the mid-1960s, it was not mission impossible to have it 
accepted that commodity production would not cease in socialism 
and the law of value would make its way, and furthermore 
that markets and competition among manufacturers also 
have their advantages. The widening of international trade, 
quickly changing and unsatisfied social demands, and bulks 
of redundant or poorly produced goods made the actors and 
leaders of the socialist economy face the reality. The majority 
of the population also experienced a shortage economy and 
its anomalies.21 Consequently, resistance against the reforms 
weakened. These reforms then became part of the official 
strategy of the Hungarian party from 1966 onward. This had to 
be taken into consideration by the party ideologists as well, if 
for no other reason than that of party discipline.

The fact that Marxism-Leninism adopted the category of 
socialist commodity production did not make ideological work 
unnecessary. Moreover, in a sense, the difficult part started 
there. First, the Hungarian reforms had to have accepted by the 
allies, most of all by the Soviets and the domestic public. The 
former task was achieved by September 1967. Brezhnev visited 
Hungary at that time and took notice of the reform initiatives. 
Incomprehensibly, he accepted only a few points, namely the 
agricultural cooperatives’ level of independence and that they 
were allowed to own the lands they used. In these questions, 
Kádár could utilize the thesis of national specialities.22

21 Shortage as an inseparable feature of a centrally planned economic 
system was analysed a decade after the introduction of the Hungarian 
economic reform with elucidative strength by János Kornai. See János Kornai, 
A hiány [Shortage] (Budapest: Közgazdasági és Jogi Könyvkiadó, 1980).

22 The proceedings of the negotiation between Kádár and Brezhnev 
trustworthily reflect the space for movement and tactics of the Hungarian 
leadership. See György Földes, Kádár János külpolitikája és nemzetkö-
zi tárgyalásai 1956–1988. II. kötet. Dokumentumok, [The Foreign Policy and 
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In the meantime, reform propaganda shifted to a higher 
gear. The new rules of the game portrayed the practical 
meaning and consequences of the reform for all actors. An even 
more important aspect was to gauge how the new modes of 
operation and regulation affected governing organizations and 
enterprises. Hence, it is worthwhile to outline briefly the most 
important characteristics of the reform introduced on January 
1, 1968. Central plan directives for enterprises were petered out, 
while agricultural cooperatives had already been given freer 
hand in framing their plans earlier. One portion of consumer 
goods remained at set prices, the prices of another part became 
maximized, while a third part evolved freely, according to supply 
and demand. The share in profits of enterprises was widened, 
as well as the opportunity for leaders and employees to receive 
bonuses. Running investments were distributed according to 
the competency of enterprises. Thus, the reform also changed 
the structure of economic interests—it inserted group interest 
between social and individual interest.23 This also rearranged the 
role of departmental and functional bodies; their relations were 
altered, and the significance of strategic planning and financing 
was raised. The tasks of ministries and national directorates for 
departmental governance was, in theory, reduced to strategic 
planning and professional assistance instead of daily hand-
gearing. Wider opportunities arose for enforcing territorial and 
professional interests. The flow of labour became freer, too. 

International Negotiations of János Kádár, 1956–1988, vol. II: Documents] 
(Budapest: Napvilág Kiadó, 2015), 232–268.

23 These developments and effects were at the front of the preliminary 
agitation and propaganda work of the reform, and political leaders also shone 
the spotlight on these issues before the introduction of the reform. See, for 
example, the article by Prime Minister Jenő Fock and the speeches of Rezső 
Nyers and János Kádár at the plenum of the Central Committee in November 
1967: Jenő Fock, “A gazdasági mechanizmus reformjának az útján [On the 
Road to the Reform of the Economic Mechanism],” Társadalmi Szemle 11 
(1967): 62–79; Rezső Nyers, “Beszámoló a Központi Bizottság november 23-i 
ülésén [Report at the November 23rd Plenum of the Central Committee],” 
Társadalmi Szemle 12 (1967): 5–20; János Kádár, “Felszólalás a Központi 
Bizottság november 24-i ülésén [Speech at the November 24th Plenum of the 
Central Committee],” Társadalmi Szemle 12 (1967): 21–29.
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There were deep concerns that the symbolic achievement of full 
employment supporting the superiority of socialism would be 
damaged, if only temporarily. Therefore, companies were enticed 
to keep their workforce through average wage administration. 
Agricultural cooperatives were granted more opportunities to 
establish side-line enterprises, namely to pursue industrial and 
trade activities. Finally, yet importantly, the role of company 
party organizations in economic work decreased. 

It is no wonder that the public followed these changes 
interestedly. The new mechanism had different effects on heavy 
industry and light industry, ranging from large-, medium-, and 
small-sized enterprises. The officers of industrial ministries 
looked at the events differently from those working in banking 
and finance. Company management and party organizations 
took diverging approaches. After 1956, MSzMP strived to place 
the interests of urban industrial workers at the core of its 
worker policy. Now new opportunities and expectable structural 
transformations quickly improved the situation of commuters 
and worker-peasants, especially for those who had cooperative 
workers in their families and possessed household and auxiliary 
plots. The same was applicable to those employed in services 
and those who could convert their workforce to this field, as 
the broadening and changing demands of the population found 
the state and cooperative sectors unprepared. The so-called 
“second economy” emerged; nevertheless, it only become all-
pervasive in the second half of the 1970s.

This process broke the social, economic, and political 
schemes, which had been formulated thanks to ongoing 
industrialization, agricultural collectivization, and political 
consolidation, and had just settled down by the mid-1960s.24 It 
was a serious ideological and political challenge to face for the 
MSzMP leaders, who were certain that the reforms were right. 

The Hungarian reforms also challenged the leaders of 
other socialist countries; the Hungarian party hoped that 

24 For the social, economic, and political connexions of the reform, see 
György Földes, Hatalom és mozgalom 1956–1989 [Authority and Movement, 
1956–1989] (Budapest: Reform és Kossuth Könyvkiadó, 1989), 33–48; 97–126.
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there would be followers among them. Insofar as János Kádár 
even formulated such a thesis in his November 1967 speech 
before the Central Committee, allied countries saw the chance 
for advancement in similar reforms, which was also valid for 
economic cooperation. His optimism was confirmed by the 
Czechoslovakian events at the beginning of 1968, as well as the 
fact that the qualitative improvement in international economic 
cooperation among the socialist countries and that the reform 
of the Council for Mutual Economic Assistance (Comecon) 
appeared on the agenda.25

Yet, these expectations were eliminated by the “re-
Sovietization” of Czechoslovakia and the Brezhnev Doctrine 
elaborated to justify Soviet intervention, which declared 
restricted sovereignty. The leadership of MSzMP pursued its 
rear-guard action for the reform of Comecon for two years, but 
standing alone in the battlefield, it had to withdraw in 1970. 
A year later Eastern European socialist countries decided 
to harmonize their long-term planning instead of putting 
their economic relations on a market base. This was the so-
called Complex Program. The Hungarian party still endured 
and defended its reforms constrained within national frames. 
Prime Minister Jenő Fock resorted to self-criticism, given in 
information on the Central Committee’s plenum approving 
the Complex Program. According to his self-criticism, it was 
a mistake to overemphasize the role of economic factors, and 
the party should have stood up for major common investments 
as well. Fock suggested that the MSzMP should stick to the 
reforms and not take a defensive stand, but also discard the 
propagation of the Hungarian example.26

In spite of a quiet defence dominating over a combative 
attitude, it was not enough for the internal and external 
opponents of the reform. In 1972, under Soviet pressure, the 

25 István Feitl, Talányos játszmák. Magyarország a KGST erőterében 1949–
1974 [Mysterious Games. Hungary in the Force Field of Comecon, 1949–1974] 
(Budapest: Napvilág Kiadó, 2016).

26 The speech of Jenő Fock at the joint session of the Central Committee 
and the Council of Ministers (August 4, 1971), MNL OL M-KS 288. f. 4/113. ő. e.
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Hungarian party leadership had to impose order in its own 
house. By this time, the internal and external critics of the 
reform could argue by referring to each other’s statements. On 
the other hand, the supporters of the reform did not capitulate 
easily. To demonstrate it, it is enough to quote two articles from 
the theoretical journal of the party. In May, Imre Pozsgay—
referring to the long, drawn-out problems—remarked that not 
all of the mistakes could be attributed solely to the shift in the 
course of reforms. He also added that the reforms were more 
adequate in enforcing responsibility than the previous economic 
mechanism. Therefore, the reform should be further improved 
by the development of public thinking. His conclusion: The party 
should not beat a retreat by only seeing the negative phenomena, 
but rather should fight conservatism.27 Rezső Nyers, the party 
leader responsible for economic policy and the reforms, took 
up the challenge from the “defenders of Marxism-Leninism.” In 
June 1972, he argued that the Hungarian development was in 
accordance with the general laws of socialism.28

These efforts did not prove successful. In November 1972, 
after long debates, the Central Committee of MSzMP passed 
a decision about the relief of enterprises in difficulties, the 
relaxation of market regulations, the increasing role of planning, 
and the universal wage lift of industrial workers.

The deadening of the reforms was framed as strengthening 
the leading role of the working class. This is what Miklós 
Óvári emphasized at the Central Committee, underlying that 
the restitution of the material interests of the workers was not 
enough, the complete duty of the party included supporting 
the leading role of the workers.29 The problem remained on 

27 Imre Pozsgay, “A haladás ára [The Price of Progress],” Társadalmi Szemle
5 (1972): 21–26.

28 Rezső Nyers, “Hogyan fejlődnek a termelőerők és a termelési viszonyok 
Magyarországon [How Do Means of Production and Relations of Production 
Develop in Hungary]?” Társadalmi Szemle 5 (1972): 12–27

29 During the April 1973 session of the MSzMP Central Committee, 
Miklós Óvári stated that “the working class undertakes the great political 
responsibility that amounts to its leading role, it does its share of the work, and 
if necessary of the sacrifices as well, but it rightfully demands that its moral 
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the agenda, because sticking to and stressing the concept 
of the leading role of the working class was the main tool for 
the leadership of the MSzMP to demonstrate its adherence 
to Marxism-Leninism. This became a compelling task after 
August 1968 and the Polish workers’ revolt in 1970, provided 
the Hungarian party wanted to avoid isolation within the Soviet 
bloc. These two events forced the CPSU to draw the conclusion 
that the reasons behind the Czechoslovak and Polish crises 
in 1968 and 1970, respectively, centred on the negligence 
of industrial workers’ needs. In March 1974, the Central 
Committee of MSzMP passed a principal resolution about 
strengthening the social significance of the working class, and 
at the same time a most practical one about the representatives 
of the reform policy. Rezső Nyers, Lajos Fehér, and György Aczél 
had to step back.30 Nevertheless, Brezhnev still found these 
modifications unsatisfactory and he demanded the removal of 
the reform politicians from all leading positions in an offensive 
manner in the summer. He made it clear that he expected the 
forthcoming Hungarian party congress to announce a program 
from the “socialist perspective.”31

Nevertheless, the need for the clarification of perspectives was 
not primarily motivated by anti-reform policy. The experiences 
of the previous half decade pushed the CPSU into a defensive 
position. It strived to get out of this situation, and its allies urged 
the same. The promising plan of building communism by 1980, 
which had already failed a decade before, had to be replaced 
with a new vision. This space was finally filled with the theory 
of “developed socialism,” and its construction was matured by 

and material appreciation should proportionally increase with the undertaken 
responsibility and tasks.” MNL OL M–KS 288. f. 4/121. ő. e.

30 The resolution and the communiqué of the MSzMP are found in Henrik 
Vass, ed., A Magyar Szocialista Munkáspárt határozatai és dokumentumai 
1971–1975 [Resolutions and Documents of the Hungarian Socialist Workers’ 
Party, 1971–1975] (Budapest: Kossuth, 1978), 653–676.

31 From Kádár’s memories of the negotiations between himself and Leonid 
Brezhnev between August 3–4, 1974. See György Földes, Kádár János külpoli-
tikája, vol. II, 418.
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Soviet and East German ideologists.32 The notion expressed that 
socialism was able to develop in its own base and according to 
its own laws. This was the platform of the program of building 
a developed socialist society, which embraced several objectives 
at the same time: lifting the economy to a higher technological 
level, developing infrastructure, raising the standard of living, 
establishing the fundaments of a socialist way of living, and 
decreasing still existent social inequalities.33 In addition, the 
strategic balance between socialist and capitalist countries had 
to be preserved. 

The oil and energy crisis of 1973–74 seemed to support the 
Soviet ideological offensive, which created a favourable situation 
for the Soviet economy. We must not forget that these were the 
years of détente. The CPSU had to make it clear that détente, 
the widening contacts between the two world systems, did not 
mean their uniformization. However, the case was different 
regarding the socialist world. The thesis was worded repeatedly 
in different ways: due to socialist development, the social, 
economic, and political relations of these countries would 
become more and more uniform.34

Ideology and politics cannot be understood separately. The 
notion of developed socialism and Soviet foreign policy were 
closely connected. In the détente period, those concepts gained 
strength that expressed the division between the two world 
systems, about the socialist world economic system, socialist 
integration, and the international socialist division of labour.35

Finally, yet importantly, after the successful settling of the 

32 G. E. Glezerman, O. Reinhardt, eds., Развитое социалистическое 
общество [Developed Socialist Society], (Moscow: Izdatelstvo Misla, 1975).

33 These were the points contained in the new program manifesto accepted 
at the 1975 MSzMP Congress. 

34 Brezhnev referred to this process with contentment at the Twenty-Fifth 
Congress of the CPSU. Népszabadság, February 25, 1976.

35 In Hungary, Ferenc Kozma advocated for the issue of socialist economic 
integration at the highest level. He strived to find a socialist solution for the 
challenges from world economic processes, and as one of the most important 
elements, he proposed the intensification of the division of labour among 
socialist countries. He argued that Comecon should not “copy” the Common 
Market, but should utilize its experiences. Ferenc Kozma, Gazdasági integ-
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European security conference in Helsinki, more precisely the 
treaty on the European status quo, Soviet foreign policy turned 
in the direction of the Third World. 

Not much time was necessary to see that the assessment 
of the situation on the one hand and the objectives set on the 
other were both inadequate. The former underestimated the 
ability of the capitalist system to manage crises and renew 
and the capacity of leading Western powers—especially of the 
United States—for action and, in turn, overestimated the action 
potential of socialism. These directly led to mistaken objectives. 
Forced economic growth, raising the standard of living, military 
development, and expanding Soviet influence over the Third 
World proved exaggerated commitments.

It was exactly the crisis of 1973–74 that made it clear: 
The world economy exists and all participants have to face 
its challenges.36 This held true also for socialist countries. 
Among other reasons, due to their low-level economic efficiency 
and competitiveness. The Soviets, who also recognized this 
situation, wanted to answer it with the concentration of the 
resources of socialist countries and the harmonization of plans 
and technological developments. However, its realization was 
moving at a snail’s pace due the resistance of rigid structures of 
control (which in theory served to promote the implementation 
of common objectives), a lack of capital, and the hardships of 
the very similar development conceptions that had been tuned 
to import substitution strategies and therefore resulted in 
conflicting national interests. It was especially too slow to keep 
up with the accelerating economic speed that was clocked in at 
the end of the 1970s with the ongoing economic-technological 
development in the core states of the global capitalist economy. 

Hungary had no time to spare to get moving in the Eastern 
hemisphere. It had to make a move, since the structure of the 
Hungarian economy was more open and, at the same time, 

ráció és gazdasági stratégia [Economic Integration and Economic Strategy] 
(Budapest: Közgazdasági és Jogi Könyvkiadó, 1976).

36 József Bognár, Világgazdasági korszakváltás [World-Economic Turning 
Point] (Budapest: Közgazdasági és Jogi Könyvkiadó–Gondolat Kiadó, 1976).
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its indebtedness was deeper than its neighbours’. As a first 
step, the Central Committee of the MSzMP elaborated a new 
external economic strategy: its main intention was turning to 
an export-oriented attitude instead of import substitution. This 
had serious consequences, like the interconnection of export, 
import, business, and consumer price systems, and forcing 
enterprises to hold on to the world market, etc. It was inevitable 
to turn back to the path of reforms that had been abandoned 
five years earlier. 

This shift did not come with easy navigation. On the one 
hand, enterprises themselves were reluctant to step out from 
under the umbrella of the state. Their managers and workers 
had mixed feelings about growing requirements in exchange 
for greater independence. Their defensive manoeuvres were 
supported by the fact that the recovery of the drastically tumbled 
external balance had become a main priority of Hungarian 
economic policy. Import controls became more rigorous, and 
export activities bringing convertible currency had to be forced, 
which on the other hand prolonged the need for the production 
of marketable goods, however loss-making they were. This 
contradiction remained a neuralgic point in the Hungarian 
economy until the regime change and thus contributed to the 
debacle of the regime. There would have been another path 
to take: giving up the requirement of full employment and 
undertaking the social and political conflicts arising from the 
termination of uneconomical production, and thus enforcing a 
radical shift in the product structure. Nevertheless, the MSzMP 
could not undertake such crisis management for ideological 
and political reasons alike. Moreover, this solution would have 
been very similar to those methods that were successfully 
applied in capitalist core states from the late 1970s and early 
1980s in terms of neoliberalism and neoconservativism. 
Nonetheless, such crisis management could only succeed in 
Western countries, because the majority of the middle classes 
broke with the social democratic welfare state and the ideal 
of solidarity. There was abundant capital in core states and 
nothing could impede its free flow. In addition, new industrial 
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and information technologies were on the rise. These conditions 
were not at all given in Hungary. To the contrary, by turning 
back to the reforms, Hungarian leadership had to bear in mind 
the possible resistance and irritability of its internal party 
opposition and of Moscow, who had already eyed the opening to 
the West with suspicion. 

January 1, 1978, was the tenth anniversary of the 
introduction of the new economic mechanism in Hungary. The 
leading article of the party daily Népszabadság emphasized 
continuity this time. According to its logic, the reform was 
good, its correction was not mistaken either, the reform must 
neither be depreciated, nor overvalued; we must preserve the 
ability to change.37 The breakthrough of the reform—or more 
precisely the return to the path of the reform—was enforced 
by the deteriorating economic situation. In April 1978, János 
Kádár removed Béla Biszku from the party leadership, who was 
the main opponent of the reform and the opening policy.

In the summer of 1979, the Central Committee called on 
ideologists and professionals to interpret socialist society as a 
transitional and market society, where the laws of the market 
prevail.38 This practically withdrew the program of developed 
socialism from the agenda. 

The following three years of Hungarian economic policy 
and economic governance can rather be described as constant 
balancing and pragmatism rather than further development of 
the reforms elaborated in the 1960s. Nevertheless, the measures 
taken in order to counterpoise the freezing standards of living 
for the Hungarian population and to preserve the confidence of 
the Western financial world proved that the reform approach 
predominated in Hungarian politics. In this period, the “second 
economy” became semi-legal, that is, small enterprises and 
cooperatives were granted wider space for movement. Thus, 
the market gained more ground as well. The party leadership, 

37 “Eredményes évtized [Successful Decade],” Népszabadság, January 1, 
1978.

38 The June 29, 1979, plenum of the Central Committee of the MSZMP. MNL 
OL M-KS 288. f. 4/163. ő. e.
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even if uneasily, tolerated the emerging opposition. After twists 
and turns, Hungary finally applied for membership to the 
International Monetary Fund and the World Bank. And this all 
happened in a period when Poland was paralyzed with crisis, 
Romania was sinking into neo-Stalinism, and time stopped 
in the Soviet Union. These sequels revalorized the Hungarian 
socialist regime, because it manifested viability and the ability 
for reforms. Nevertheless, the Hungarian economic structure did 
not undergo significant change, its effectivity hardly improved, 
and Hungarian products did not become more modern and 
competitive. 

It is no wonder that reform works accelerated in the early 
1980s. The conditions were favourable. The balance of payments 
had been more or less stabilized by 1983. Remarkable reform 
experience had been accumulated in the previous two decades 
as well. The party secretary responsible for economic policy 
was a worker cadre, Ferenc Havasi. The scientific elites, leading 
economists, and sociologists did not only participate in the 
professional preparatory phase, but also politically supported 
the reform intentions of the party. Hungarian society was 
expecting progress, while the party and the government could 
still solidly preserve its authority. Last but not least, in spite 
of the fact that Soviet leaders were still reluctant toward the 
Hungarian reform and opening experiments, they could not 
deny its certain achievements. Moreover, perhaps even more 
importantly: the CPSU could not offer either economic or 
political alternatives. After the Polish crisis of 1980–81, official 
ideology was forced into a defensive stand. Therefore, Moscow 
become interested in the success of the Hungarian model, as 
long as it testified to the regenerative capacity of socialism. 

In 1982, intensive reform preparations were in progress. One 
of the most talented representatives of the new generation of 
economists, Tamás Bauer, also joined the debate partly from 
the inside, partly from the outside. He proposed more than 
improvement on the reform of the second half of the 1960s 
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and suggested rethinking the cornerstones of the system.39

The article caused violent storms and forced the leaders of 
the reform operations to come out from their shelters.40 They 
were the members of the consultative body summoned by the 
party and led by Havasi. The theoretical journal of the party 
called them for statements under the title “About the further 
development of the 15-year-old reform.” It is worth citing two 
answers. Rezső Nyers pinned down that there was no need for a 
second reform. But he reminded his audience that the concept 
accepted in 1966 was more radical than the reform finally 
implemented in 1968; furthermore, no reform measures were 
introduced between 1972 and 1978. In the future, he suggested 
more courageous steps. All in all, the former secretary of the 
Central Committee did not demand less than the acceptance of 
the reform philosophy as a socialist theory.41

József Bognár agreed with Nyers in the following: reform is 
the expedient method of the operation of the socialist economy 
and society. The academician defended the reforms of 1968 
from its critics, stating that those rebuking its half-hearted 
nature did not understand the relations and the international 
circumstances of that age. He went along with those who held 
the preservation of socialist values and national unity as 
the basic conditions of the reform. However, for Bognár this 
led to making a protagonist of the reform. He reminded the 
party leaders: “only such leadership that can vindicate solid 
and enduring authority is able to initiate and act in decisive 
moments.” In the 1980s, the circumstances and the relations 
of the world economy were different, and without a radical 
shift, he added, Hungary would lag behind not only compared 
to developed countries, but also compared to the developing 

39 Tamás Bauer, “A második gazdasági reform és a tulajdonviszonyok [The 
Second Economic Reform and the Relations of Ownership],” Mozgó Világ 11 
(1982): 17–42.

40 This issue was a central topic of the ideological conference in January 
1983.

41 Rezső Nyers, “Az alapelveket jobban érvényre juttatva folytatni kell 
a reformfolyamatot [The Reform Process Must Be Continued with Better 
Enforcement of the Basic Principles],” Társadalmi Szemle 2 (1983): 68–72. 
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industrial countries, because they had reacted to the crisis 
of the capitalist economy with unprecedented technological 
progress and the extension of international trade. He sensed 
that Hungarian public opinion expected reforms and if those 
fell away, it would prove that “the system and the nation in its 
current structure was unable to renew”. Bognár did not stop 
here. He summarized his thoughts the following way: “It would 
be a colossal mistake to think that we can survive and develop 
without sacrificing any of our previous ideas. […] Massive reform 
without any delay is the precondition of keeping the sacrifice of 
the society within tolerable frames and that the future would 
bring improvement and not cataclysm.42 It is surprising that 
these harsh, well-targeted sentences could be published in the 
party journal. 

Two month later, at the plenum of the Central Committee, 
evaluating the tendencies of the previous three years, János 
Kádár also expressed his views. He reminded the plenum 
members that, in the West, Hungarian measures serving as 
incentives of economic activity—from household plots through 
part-time second jobs and small enterprises to the reform 
introduced in 1968—were often interpreted as the adoption of 
capitalist tools. The party leader added that such voices were 
aired inside the party and the country as well. But those steps 
did not change the nature of the system, they served building 
socialism. In Hungary, economic planning prevailed by utilizing 
market laws, because it was in fact commodity production which 
went hand in hand with the operation of the market, money, 
prices, and that this would continue for a long time. Kádár 
acknowledged that the existing system of economic governance 
should be improved and developed, but stressed that there was 
no need for “a reform of the reform,” for a shift that would go 
beyond the principles and direction of the reforms of 1966–68. 
He made it clear that the state would not give up its role in 

42 József Bognár, “A gazdasági reform szerepe a szocialista társadalom fej-
lődésében [The Role of the Economic Reform in the Development of Socialist 
society],” Társadalmi Szemle 2 (1983): 55–60.
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economic governance and the party would not lay down the 
determination of economic policy.43

The Hungarian party leader called for the improvement of 
theoretical and ideological work on the centenary of the death of 
Karl Marx. However, he did not refer to the growing uncertainty 
in society, the complicated situation, or the reform debates, but 
rather to the demands of building socialism “in general” and the 
sharpening international situation and systems debate. Kádár 
pointed out that there were harder times to realize socialist 
ideas, but if “we try to exert the principles of Marxism-Leninism 
in harmony with our own reality; we walk on the straight, safe 
road of socialist development.”44

A year later, in April 1984, the MSzMP Central Committee 
made a decision about the radical transformation of the 
economic mechanism. The planned reforms pointed towards 
the extension of market elements, the liberalization of the flow 
of capital and work force, the strengthening of the elements of 
corporate ownership and self-governance. A decision in principle 
brought about the introduction of the dual banking system, 
setting prices to the market, as well as the implementation 
of a tax system that would better serve the requirements of 
the transformation of the structure of economic production 
and growing differences in incomes. These were radical plans 
paving the way to the establishment of a socialist market 
economy. In this model, central planning would have resorted 
to strategic investments and the elaboration of the conditions of 
balance, and it would have been supplemented with the tools of 
budgetary and monetary policy. 

43 János Kádár, A békéért, népünk boldogulásáért [For Peace, For the 
Prosperity of Our Nation] (Budapest: Kossuth Könyvkiadó, 1985), 81–84. The 
first secretary of the party also answered criticism relating to the economic 
performance of the party and the government by “persons for or against this 
position, but definitely in panic.” (The latter was presumably addressed to 
József Bognár.) According to his interpretation, in the previous three years, 
the leadership of the country took the necessary measures—and under very 
complicated circumstances. Ibid., 85.

44 Ibid., 87.
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However, it was obvious that rolling back loss-making 
production, the liberalization of enterprises, and the predictable 
broadening income gap would generate serious social conflicts. 
These endangered both the political stability and the social 
acceptance of the reforms. This is why János Kádár stuck to the 
dynamization of economic growth parallel with the introduction 
of the above reforms. In other words, he was trying to treat one 
risk by taking another. The party and the government complied 
with his will. Thus, at least in principle, they could meet several 
requirements at the same time: the ideological superstructure 
was not cracked from any side; the reform preserved its socialist 
nature. Also, the majority of the society, both as producer 
(as enterprise, cooperative, entrepreneur, employee) and as 
consumer, passively or actively, consented to this will to change. 
The dual expectations seemed to have been met, the political 
leadership sprang to the attack from defence, the reforms were 
launched, and the preservation of social consensus (that is, 
national unity) looked realistic.  

One year was necessary to realize that the effort to break out 
badly failed. By the end of 1986, it had to be confessed publicly.45

But this time, there was no way back any more, the leadership 
of the country lost its authority, the Marxist-Leninist ideology 
lost its influence. There was nowhere to return, nowhere to look 
back.46 Opening up—externally and internally—remained the 
only and final option.

45 The Central Committee admitted it in November 1986. The resolution: 
Henrik Vass, ed., A Magyar Szocialista Munkáspárt határozatai és dokumen-
tumai 1985–1989 [Resolutions and Documents of the Hungarian Socialist 
Workers’ Party 1985–1989] (Budapest: Interart Stúdió, 1994), 264–271.

46 For an excellent analysis of the dependence relations of Hungarian 
economics and politics, see József Böröcz ...: József Böröcz, Hasított fa. A vi-
lágrendszer-elmélettől a globális struktúraváltásokig, [Split Wood. From World 
System Theory to Global Structural Changes] (Budapest: L’Harmattan, 2017)


