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Why Is Success a Crime?
Trials of Managers of Agricultural
Cooperatives in the Hungary of the 1970’s

Zsuzsanna Varga

Historians have yet to fully analyze the Kadar era; while the earlier period
of 1956-1963 and the final years before the collapse of communism in
Hungary have been extensively researched, the two decades in-between —
often called the Kadarian “golden era” — have received relatively little
scholarly attention. I, however, have been intrigued for over ten years by a
series of trials that had taken place at this time, all involving leaders of
agricultural cooperatives.' The fact that these trials were so numerous also
merits attention. According to my research thus far, over 1,000 heads of
producers’ cooperatives faced prosecution in the years starting with 1972,
meaning that between 10 and 15% of the cooperative’s leadership was
affected. All this is especially surprising in light of the fact that party
leaders used to value highly and praise openly the performance of the very
same people only a few years earlier.

The first section of this paper inquires into the political back-
ground of this series of trials, while the second section examines the state
and party institutions used by the dogmatic leaders who had gained power
in 1972 to prosecute managers of agricultural cooperatives en masse.
Finally, the third section offers an overview of these trials” main character-
istics.

Struggles between the Agrarian and Heavy Industrial Lobbies

In the second half of the 1960’s, Eastern and Western politicians, diplo-
mats and tourists visiting Hungary were equally surprised by the diversity
of the food supply in stores and markets. While other socialist countries,
including the Soviet Union, were still struggling with a general shortage of
food at the time,” Hungary was able to meet the demands of its population
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in terms of quantity despite growing agricultural exports — and even
had enough capacity to start meeting demands of quality as well. It was no
coincidence that the Western press spoke of the Hungarian system more
and more as “goulash communism”.

The rise of agricultural production was made possible by a special
agreement between the government and agricultural producers in which
the agricultural lobby forming around Deputy Prime Minister Lajos Fehér
had a very important mediating role. This lobby convinced political leader-
ship that significant investments in agriculture were necessary so that pro-
duction from truly viable collective farms could replace the farm products
that used to be produced on the private farms that had been liquidated a
few years earlier.’” Another important factor was that this lobby convinced
the Kadarian leadership to authorize, at least for the time being, not only
initiatives from the membership that in some cases could result in devia-
tion from the Soviet kolkhoz model, but also encouraged members of the
cooperatives to improve the quality and quantity of production. The signi-
ficance of these measures can be best understood in the context of the
Kadarian re-collectivization of Hungarian agriculture after the defeat of
the 1956 revolution that had caused producers’ cooperatives to become
sites of passive resistance whereby the majority of members either sabo-
taged collective agricultural work or reduced production to a minimum.*
Political leadership also held an interest in eliminating the need for agri-
cultural import as soon as possible, which pressed them to reach a compro-
mise with the membership of the cooperatives. However, in the course of
the 1960’s, these once temporary pragmatic measures had become a
lasting solution, and the Act of 1967 on Producers’ Cooperatives officially
legitimized these practices and even those that differed from the Soviet
model but suited better local Hungarian conditions and the special interests
of the members of the country’s producers’ cooperatives.

The second half of the 1960’s gave rise to a division of labour that
became a permanent characteristic of the country’s socialist agricultural
sector. While collective farms produced good results in field crop produc-
tion and in the heavily mechanized operations, household plots became an
important site of work-intensive activities (e.g. vegetable and fruit produc-
tion) and the production of certain animal products such as eggs, poultry
and pork. The rapidly improving performance of agriculture became profi-
table not only to agricultural producers, but also the entire population and
even political leadership itself as the expansion of agricultural export con-
tributed to the improvement of the balance of foreign trade.’
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In light of the above, it may seem surprising that the beginning
of the 1970’s saw the emergence of a press campaign that suggested that
producers’ cooperatives were achieving their production results through
fraud and speculation.’ These criticisms were first and foremost aimed at
ancillary enterprises in the Hungarian countryside that developed rapidly
thanks to the New Economic Mechanism of 1968. By ancillary enterprises
we mean the fact that producers’ cooperatives engaged in activities beyond
agricultural production. For example, since the national construction
industry could not meet the needs of the producers’ cooperatives, these
enterprises took the matter of building stables, storage facilities and other
buildings necessary for collective farm production into their own hands,
leading to a dynamic growth in construction activities. Agricultural col-
lective farms had also found ways to fill the void left by the lack of small
and medium enterprises in Hungarian industry. For instance, with rela-
tively little investment, their ancillary branches managed to manufacture
and thus solve the shortage of certain goods, which contributed to an
improved balance of supply and demand. Other ancillary activities in-
cluded the processing and selling of food, and thanks to these ancillary
branches, producers’ cooperatives could supply their membership with
work all year round while also improving their income.’

Despite these outstanding results, the new press campaign focused
only on the negative effects of the producers’ cooperatives’ work, claiming
that ancillary activities distorted the development of these cooperatives
and diverted the attention of their leaders and members from actual
agricultural production, and that they also posed an unfair competition to
industry by siphoning away its skilled labour force with promises of higher
wages. This propaganda was part of a wider political struggle that would
determine the fate of the reforms of 1968, and producers’ cooperatives
simply got caught in the crossfire between reform and anti-reform com-
munists. To the former, producers’ cooperatives were a positive and exem-
plary model, while the latter attempted to use them to prove the detri-
mental effects of the reforms.

While agriculture had become an exemplary branch of Hungary’s
new economic model — thanks to the flexible and successful adjustment
of producers’ cooperatives — heavy industrial enterprises found it difficult
to adapt to reform. Agriculture and the food industry received praise not
only for the improving standard of national alimentation, but also for its
results in Russian rube/ and US dollar based export; in comparison,
industrial companies were under scrutiny due to the lack of modern and
well-exportable products. Another criticism leveled against industrial
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enterprises was that “a portion of these companies concentrated more
on acquiring and maintaining national funding and benefits than on
reducing the level of cost or improving productivity.”

Having enjoyed a privileged position in previous decades, repre-
sentatives of the country’s heavy industrial sector had found the above
mentioned criticisms especially difficult to tolerate. It was a well-known
fact that the concept of socialist economic development was closely
intertwined with the primary role of the heavy industry, including the
necessary improvement of production in defence-related industries during
the Cold War.” From the end of the 1940’s onwards, factory directors of
this sector mostly found that national redistribution reserved a major share
of investments for the heavy industry (mining, the electric energy industry,
metallurgy and the mechanical industry), the result of which was a heavy
industry lobby that could also lean on the ideological axiom that the lead-
ing role in building socialism was reserved for the working class. This
notion was supported by the fact that tens of thousands of industrial
workers were appointed to leading political, economic and social positions
from 1949 onwards,'" the majority of whom also maintained good rela-
tions with the company they had previously worked for and was ready to
mobilize their political clout in the service of these factories.

Members of the heavy industrial lobby included not only the heads
of industrial ministries (after 1956: Ministry of Heavy Industry and Minis-
try of Metallurgy and Mechanical Industry) and the largest enterprises, but
also the “worker cadres” who had infiltrated central or local party appara-
tuses or the labour unions. These functionaries were aware of the fact that
both the party leadership and the party apparatchiks had a significant
number of members who had reservations about — or rejected outright —
the New Economic Mechanism that increased the role that the market
played in Hungary’s economy. This means that they joined the ranks of the
anti-reform communists out of sheer ideological rigidity and dogmatism."'
However, the anti-reform stance of the heavy industrial lobby was
influenced mostly by its own deteriorating economic position after 1968
due to the already mentioned difficulties of adjusting to the market.

Rezsé Nyers, who is considered to be the “father of the reform” to
this day, spoke of the forming anti-reform opposition as follows: “I have
only heard after the fact that it might have been an organized counter-
offensive, but I personally did not see it that way at the time. [...] By the
way, in a fairly closed political system like ours, the ‘“normal procedure”
was not that the opposing faction openly took a stand or agitated; instead
they found some aspect that could be undermined by reference to public
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opinion and then pressured political leadership by means of veiled
criticism and lobbying in influential circles.”"

The above cited quote from Nyers points to one of the most im-
portant characteristics of engaging in politics in a one-party state namely
that an open confrontation of interests was impossible, leading all conflicts
to manifest themselves in the ideological sphere."” However, changes with-
in such ideological axioms were indicative of a shift in political prefer-
ences as well, and two major issues may be of interest here that came to be
interpreted differently during the preparation of the reforms of 1968 and
resulted in greater maneuverability for producers’ cooperatives. One was
the concept that state ownership was superior over other forms of owner-
ship, a principle that had long been indisputable in a communist society."*
During the formulation of the reforms of 1968, however, it was admitted
that “both state ownership and cooperative ownership are legally equal.”"
Nevertheless at the beginning of the 1970’s, a press debate began whether
cooperative ownership really was equal to state ownership, and coopera-
tive ownership was criticized above all for allowing household plots and
the ancillary activities.

Soon the Party came to an agreement as to the hierarchy of inter-
ests in Hungarian society. According to this, individual and group (both
company and cooperative) interests were subordinate to social interests
(the interest of the people and the people’s economy). Furthermore, the
introduction of the New Economic Mechanism went hand in hand with the
notion that even socialist societies were characterized by the existence of
social groups with different interests.'® Rezs6 Nyers characterized this
change at the fall, 1966 session of the Central Committee as follows:

In socialism [...] we acknowledge personal interests in certain
areas. Collective interest, however, belongs with the agricultural producers’
cooperatives, crafts and trades and retail sale, where economic activity is
such that group interest rightfully dominates since they provide the tools
and use them to aid the public interest. For example, at the Csepel Factory
at Ozd [...], the interests of the whole society are dominant; therefore,
ownership must also be public. But just as it would be inconsistent social-
ism to turn [the Csepel Factory] into a cooperative, it would equally be
inconsistent socialism to nationalize small enterprises. To use a popular
phrase in Pest, we might lose our pants in the deal and I am sure that can-
not be in the interest of the people.'”

As we can see, the reform process had made group interest become
“acceptable”. However, from the beginning of the 1970’s, the superiority



154 Zsuzsanna Varga

of social interests had once again received greater emphasis along with
the view that individual and group interests must be opposed when they
are interpreted to be detrimental to the community or the State. The fol-
lowing example pertains to one of the early schemes of anti-reform com-
munists. In the first half of 1970, the Labour Union of Iron, Metal and
Electric Energy Industrial Workers conducted a joint inquiry with the
Ministry of Metallurgy and Mechanical Industry’s investigation depart-
ment of the ancillary activities of agricultural producers’ cooperatives in
the Budapest region, and then sent a summarizing report to the highest
economic policy body of the Party, the Economic Policy Committee, that
operates alongside the Central Committee. The report called attention to
the problem of producers’ cooperatives paying their industrial workers
such high premiums and other bonuses that, combined with basic wages,
their incomes had significantly exceeded the hourly wages paid at state
companies for the same work. According to the report’s authors, this
practice on the one hand produced an unreasonable disproportion of in-
come between cooperatives and industrial companies, and on the other
hand, the higher wages allowed producers’ cooperatives to “lure away”
industrial workers from the state sector. The report concluded:

The labour force draining effect arising from the introduction of the
ancillary activities at cooperatives had long been a topic of discussion in
our companies. This problem was also on the agenda of the meeting bet-
ween the leaders of our Labour Union and the comrade Minister of Metal-
lurgy and Mechanical Industry. Furthermore, this issue also surfaced at the
ministerial meeting on the Soviet and Hungarian trade..., where it was
stated that this large-scale labour-force draining effect of the cooperatives
is detrimental to companies trying to meet the same trade demands.'®

In 1971 the above-mentioned schemes eventually resulted in the
Party’s Political Committee of the Hungarian Socialist Workers’ Party
becoming aware of the issues that had negative effects on the reforms. On
March 9 of that year, the Committee discussed the report entitled “The
Extent, Direction and Causes of Labour Force Movement, Restriction of
Undesirable Labour Force Migration and Necessary Measures to Ensure
Service Recognition.””” Within half a year, the non-agricultural activities
of the producers’ cooperatives were also brought to the Political Com-
mittee’s attention. As a result, an important decision was born to signifi-
cantly restrict the scope of such activities.*

At the same time the Polish economic crisis and increasing criti-
cism from Moscow of reforms in Hungary made the Kédarian leadership
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more susceptible to the idea of restricting the cooperatives’ scope of
activities.”! Kadar himself summarized the situation to Hungarian leader-
ship as follows:

I wish to state — though far from me to be superstitious — that the events
in Poland must be taken seriously. As cruel as it may sound, [...] dis-
regarding [them] would be a grave mistake. [...] the comrades preparing
these economic regulations must carefully consider what direction we
should take and what would be sustainable over ten years so we would not
have to undo anything. I’m not saying that we are in the same situation as
Poland but what happened there should tell us somaﬂ:thing.22

The Polish economic crisis received much attention at the Four-
teenth Congress of the Communist Party of the Soviet Union in the spring
of 1971. It was no coincidence that a few weeks later, at a labour union
congress held in Budapest, chief secretary Sandor Gaspar stated that the
social role of labour unions was to call attention to the conflict of interests
in order to prevent social conflict. He also made it clear where the greatest
tension lay in Hungary by saying, “in the past few years, it has been
precisely in the most important field of the socialist system, the state
industry, where the wages of physical labourers increased the slowest.”
Gaspar also stated that workers in “large industrial enterprises must
receive greater attention and measures must be taken to improve their
living standards and working conditions.”*

The year 1972 began with increasing Soviet criticism from higher
and higher levels of power. In February Kadar related the outcome of his
meeting with Soviet leader Leonid Brezhnev at Zavidovo to the Political
Committee as follows:

At one stage of our negotiations, comrade Brezhnev talked separately and
at great length — and stating [...] that this was his own personal opinion
— of how much he was worried about some of the negative indicators of
Hungary’s economic situation and about certain phenomena that he re-
garded as very dangerous tendencies. [...] [He and his associates] per-
ceived a process that [...] in Hungary, an increasing amount of assets and
good labour force are slowly leaving the highly important state sector to
join the more flexible collective and private sectors. Income relations are
changing in a way that allows a relatively small part of the population to
experience a rapid increase of income while significant working masses do
not, or do so at very negligible rates. Prices are also increasing and certain
consumer goods are now only available for those of higher incomes,
causing workers to become discontent, which in time may incite serious
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social or political tension. [...] Generally speaking, central authorities
including the Government should manage processes and the necessary
resources more effectively to reverse undesirable tendencies.*

Within the Hungarian Party leadership the most important spokes-
men of the anti-reform faction were the following: Central Committee
Administrative Secretary Béla Biszku, Central Committee Foreign Affairs
Secretary Zoltan Komocsin, and Central Committee Ideological Secretary
(and later, Party Organization Secretary) Arpad Pullai. Using the external
political pressure exerted primarily by Moscow but also by the leaders of
the German Democratic Republic, Czechoslovakia and Bulgaria to their
advantage, at its meeting of November 14-15, 1972, this group succeeded
in convincing the Central Committee of the Hungarian Socialist Workers’
Party to shut down the New Economic Mechanism.” The decisions made
at this session, especially that of increasing the wages of industrial workers
and implementing beneficial measures for the fifty largest industrial com-
panies clearly show that the balance of power had shifted in favour of the
anti-reform communists; however, they had yet to relieve pro-reform poli-
ticians (such as Central Committee Economic Political Secretary Rezso
Nyers, Deputy Prime Minister Lajos Fehér in charge of agriculture or
Prime Minister Jené Fock) from their positions at this time. First Secretary
of the Party Janos Kadar discussed this possibility at the Central Com-
mittee’s session, saying that “We said that the Party and the State do not
need to dispose of these people even if they have made mistakes; what
they need is for us to clearly establish what had gone right and well during
[the reform’s] implementation, where our current difficulties lie and where
we had failed to accomplish our tasks.””

Socialist Legality in Theory and Practice

In the few years following the decision of November 14-15, 1972, anti-
reform communists attempted to force the removal of pro-reform politici-
ans. Simultaneously, they also attempted to control and intimidate those
local functionaries, primarily the managers of producers’ cooperatives,
who were faithful supporters of the New Economic Mechanism.”’

The key to exploring and understanding the above-mentioned
process was a secretly operating and highly influential political body
called the Coordination Committee. Contemporaries hardly knew anything
about this body and its documentation has only surfaced a few years ago
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thanks to the thorough researches of Béla Révész. The members of the
Coordination Committee included the Administrative Secretary of the
Central Committee, the Head of the Executive and Administrative Depart-
ment of the Ministries of the Interior, Justice, the Attorney General and the
President of the Supreme Court. In the first half of the 1970’s this body
was lead by Administrative Secretary Béla Biszku and the members, in
order of the positions listed, were the following: Janos Borbandi, Andras
Benkei, Mihaly Korom, Géza Szénasi and Odon Szakacs.”®

Janos Kadar summarized this body’s scope of activities as follows:

This Committee shall preside over any and all penal policy issues or
concrete criminal cases where there is uncertainty or a difference of
opinion between the leaders of the involved authorities. The Committee
cannot issue regulations and cannot be referenced in any executive pro-
cesses. If no agreement is reached, the members of the Committee must
turn to the First Secretary of the Central Committee, to the Secretariat or
the Political Committee for further instructions.”

Concerning the trials of the cooperatives’ managers, we first need
to examine the resolution of the Coordination Committee of June 26, 1972,
which was the result of joint efforts of the Ministry of Justice, the Ministry
of the Interior, the Attorney General’s Office, the Supreme Court and the
Central People’s Inspection Committee. The Committee’s resolution called
for a determination which areas of economic policy allowed the emergence
of offensive practices in the agricultural sector that had thus far received
insufficient legal regulation.”® The Committee came to the conclusion that
the greatest lack of regulation concerned private craftsmanship, private
trade and the producers’ cooperatives. Although the modified Criminal
Code that entered into force on January 1, 1972 issued more severe penal-
ties for economic offenses, the Committee was of the opinion that the new
regulations did not guarantee the consistent accountability of the pro-
ducers’ cooperatives.”’ As the following examples will show, political
expectations often clashed with the administration of justice.

During the years 1971-1972 dozens of criminal procedures were
initiated against heads of producers’ cooperatives with charges of “breach
of storage” of produce contract. It was a common practice at the time for
producers’ cooperatives to sell, during the months of November and
December, their complete stock of corn harvested so that they could have
enough cash to pay their members by the time of the customary year-end
accounting. This proved to be a good solution because they knew that the
companies that had no storage facilities would sign a storage contract with
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them, and when the company required the produce as per their con-
tract, the producers’ cooperative would deliver it. In the event that a produ-
cers’ cooperative used some of the stored stock, it made up for this either
by purchasing the missing quantity on the free market or paid the pur-
chaser compensation in cash at the current price of the missing crop. Con-
sequently, companies purchasing produce from cooperatives never in-
curred any losses and even made a profit when crop prices increased over
time, so this was a general and rational practice that courts acknowledged
and thus often acquitted the managers of the cooperatives charged with a
“breach of storage” contract. Courts were also inconsistent in their treat-
ment of offenses involving forgery of year-end statutory accounting since
they knew that in the majority of cases, producers’ cooperatives listed
sources of income or assets that would only be realized later to achieve a
positive balance, which then enabled them to issue premiums. This was
considered a property offense by law authorities, but courts usually clas-
sified it as an offense against economic management regulations and
issued small penalties to those convicted of such mal-practices.

Just like in the cases mentioned above, differences arising in the
courts’ decisions were also striking in the case of economic misman-
agement, more precisely, profligate use of resources.’” In the interpretation
of criminal law, workers entitled to make decisions on their own were
found guilty of economic mismanagement if they severely or frequently
failed to comply with the requirements of rational management, resulting
in a significant economic disadvantage for the enterprises they worked for.
However, the modified Criminal Code did not have a clear definition of
what constituted “rational management” or “significant economic dis-
advantage”. The special case of “irresponsible indebtedness” was no less
flexibly defined. This offense was established when financial liabilities
significantly exceeded available financial assets and the significant risk of
irresponsible indebtedness was directly violating or endangering the inter-
ests of companies, other state agencies, and ultimately, the people’s (i.e.
the national) economy.™

Experiences of the years 1971-1972 had shown that the majority of
courts did not react to certain offenses properly in the eyes of dogmatic
members of the country’s leadership. To use a contemporary phrase, there
were great differences in terms of interpreting “socialist legality”. In his
explanation of this phenomenon, Gyorgy Péteri calls our attention to the
following:

[...] important segments of the party-state apparatuses not only refused to
buy into, but also offered resistance to, the anti-capitalist demagogy of the
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leftists. Significantly, this resistance manifested itself not only in such
sectors of the party-state apparatuses that were directly involved in
economic management, but also in such domains where the conservative
left had traditionally prevailed: as the apparatuses of prosecution and
judiciagz or, even, the Administrative Department of the Central Com-
mittee.

The Coordination Committee considered two different ways of
dealing with what it saw as “economic offenses.” On the one hand, it pre-
pared a document that contained all areas requiring legal regulation,
including the authorization and wages of part-time employment, account-
ing for any state funding taken by producers’ cooperatives, as well as
defining the concept of dishonest and unjustified acquisition of profit. On
the other hand, they declared that the judicial guidelines of 1963 were no
longer applicable in view of recent changes to the country’s economic
regime and suggested that new policies be devised as soon as possible.”
Early in 1973 a document outlining the new regulations was finalized by
the Coordination Committee itself. Among the most significant but un-
resolved issues of applicability, the Committee listed as the top priority the
coordination of social, group and individual interests and the resolution of
all emerging conflicts. The Committee clearly pointed to the economic
sector where in its opinion this problem was most acute, and accordingly,
urged more severe measures in the monitoring of producers’ coopera-
tives.>®

The Coordination Committee’s resolution allowed a frontal assault
on producers’ cooperatives: after all there could be no doubt that there was
some degree of infringement of economic regulations in the cooperatives
— as well as in other branches of the economy. However, criminal pro-
cedures in the non-agrarian sector remained the same as before while the
full weight of the law was applied to the producers’ cooperatives. In the
first half of 1973 the Attorney General’s Office required all principal
public prosecutor’s offices — as well as their appointed municipal and
district prosecutor’s offices — to revise all regulations applicable to agri-
cultural producers’ cooperatives. Considering “the significant economic-
political character of the examined issue,” investigations were conducted
at 606 producers’ cooperatives, more than one-fourth of all the producers’
cooperatives in the country.” At the insistence of the Coordination
Committee, “social authorities” were also heavily involved, and in 1973,
investigations conducted by the co-called People’s Inspection Committees
affected 788 agricultural cooperatives or one-third of all collective farms
in the country.”®
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It may be of interest to provide a short explanation of People’s
Inspection Committees (hereafter PIC), since this organization has not
received much attention yet in Hungarian research concerning the Kadar
era. PIC was established in 1957 in order to assist state authorities in
“enforcing state and citizen discipline and to protect the property of the
people and expose any infringements thereof.”””” This organization had
only a limited independent (paid) apparatus and the majority of its inspect-
ors were active in “social work”, meaning that they received a paid holiday
as compensation for their work and received no other benefits. Following
an inspection, People’s Inspection Committee could initiate disciplinary or
other compensation measures, while in more severe cases, they were
required to report the offense to the proper authority, the police or the
public prosecutor. People’s Inspection Committees operated on the muni-
cipal and county levels as well, and they were all overseen by the Central
People’s Inspection Committee, which nominally answered to the gover-
nment but was actually subordinate to the Party leadership. The merging of
legislative, executive and judicial powers was also evident in the fact that
the Attorney General always attended every session of the Central
People’s Inspection Committee while district People’s Inspection Commit-
tee sessions were attended by the principal public prosecutors of the
district in question.*’

Following the economic reform of 1968, producers’ cooperatives
posed a huge challenge to People’s Inspection Committees, these being the
only bodies that were permitted to inspect the economic activities of the
cooperatives. This situation was a result of the Act of 1967 on Producers’
Cooperatives that had given cooperatives even greater autonomy than
before. Afterwards, the state supervision of cooperatives had become
fundamentally different from that of state companies since the state was
also the legal owner of these companies, while in the case of cooperatives,
the state merely held a legal supervisory role by way of local councils,
financial institutions and so on.*!

As mentioned previously, the Central People’s Inspection Com-
mittee nominally answered to the government, but in reality received its
tasks from Party leadership as shown by the fact that the basic principles
for formulating the action plan of 1973 came from the above mentioned
November Resolution of the Central Committee of the Hungarian Socialist
Workers’ Party. It comes as no surprise then that this factor had become
the key motif in the end-year report of 1973:

Based on the November 1972 Resolution of the Central Committee of the
Hungarian Socialist Workers’ Party, the public activities of workers had
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increased and they had taken a more determined stance against those who
violate public honesty, the principles of socialist economic management
and socialist morals. Whistle-blowing against unreasonably increased
prices, declining quality, faulty invoices and large storage surpluses pos-
sibly accumulated to the detriment of the population, in order to protect the
interests of the population against offenders of cooperative democracy, has
increased to a higher than average level.*

It was under these circumstances that the anti-reform communists
presented a case to Party leadership that attempted to compromise reform
communists, including the heads of the agricultural lobby, using the eco-
nomic mismanagement and illegal foreign trade activities exposed at the
Agricultural Machinery and Spare Parts Marketing Company (Mezdgazda-
sagi Gép- és Alkatrész-kereskedelmi Vallalat, henceforth: MEGEV) as an
excuse.” At the beginning of September, Béla Biszku informed Janos
Kadar that both Lajos Fehér and Rezs6 Nyers had intervened in the police
investigation launched against the directors of MEGEV and exerted
pressure in order to close the case.

Gyorgy Péteri analyzed the processes of this case in extensive
detail and concluded that the core of the MEGEV-affair

was a political conflict between the reform communist and conservative
leftist networks within the top party-state leadership. This conflict took by
mid-October 1973 a turn highly unfavorable for the reform communists:
the strong man of the conservative left, Béla Biszku, managed to bring
Janos Kadar into the conflict as the supreme arbiter by accusing the leaders
of the reform communist network of having tried to hush up the affairs of
the MEGEV, thereby exploiting in an illegitimate manner their power
positions and violating the norms and rules of due process.**

On November 13, at the initiative of Janos Kadar, the Political
Committee held a session where the Committee had established the perso-
nal responsibility of Lajos Fehér and Rezs6 Nyers as well as passed a
resolution in defense of socialist legality. This resolution became a
recurring point of reference in future trials against the managers of the
producers’ cooperatives; therefore, it may be important to cite its most
significant points.

1. Economic usefulness does not exempt individuals from the obliga-
tion of observing and reinforcing the state laws and regulations currently in
effect, nor does it exempt individuals from the legal consequences of com-
mitting an offense against these laws and regulations.
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2. The offense of public corruption — as clearly stated by law — is
punishable by removal from office in all cases, whether the objective of the
perpetrator is the acquisition of “private profit” or to acquire undue
advantage for the target group (company, etc.). [...]

5. To ensure socialist legitimacy, the Minister of the Interior, the
Minister of Justice, the Attorney General, the President of the Supreme
Court and all other party and state functionaries are obliged to present all
disputes and cases requiring special consideration to the Coordination
Committee at the Headquarters of the Party. The Interested Parties may
turn to the Secretariat of the Central Committee or the Political Committee
in the ﬁ;fent of disagreement with the resolution of the Coordination Com-
mittee.

The resolution quoted above was only issued to members of the
Coordination Committee, but this was enough to turn its principles into
guidelines for the entire law enforcement, prosecution and court appara-
tus.*® At the beginning of 1974, the Coordination Committee also dis-
cussed the issue of year-end statutory accounting fraud by producers’
cooperatives where they expected the above mentioned regulations to be
most felt. Before the end of the year, the Coordination Committee evalu-
ated the exposure of cooperative offenses. Another issue that had surfaced
by this time was the complicity in these matters of the Ministry of Agri-
culture and Food Industry as supervisory body of the cooperatives — as
well as the Ministry’s publicity organization, the National Council of
Producers’ Cooperatives.

The supervision of irregular and illegal forms of economic management
would be the task of the governing bodies. The Ministry of Agriculture and
Food Industry and the National Council of Producers’ Cooperatives [...]
tolerate or in some cases, even ‘encourage’ heads of producers’ coopera-
tives by passive silence to improve their economic performance at any cost,
even to the detriment of the greater social interest. [...] These factors
combined have ensured that despite the existence of supervisory bodies,
their superficial inspections contributed to the numerous cases of mis-
management in cooperative economic practices.?’

The direct criticism of the heads of the Ministry and its publicity
organ became possible due to the dismissal from their posts of two of their
most influential supporters: Central Committee Secretary Rezs6 Nyers and
Deputy Prime Minister Lajos Fehér had been relieved from their posts by
the Central Committee in March, 1974. In 1975, further changes occurred
during the Congress of the Party, including the departure of Minister of
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Agriculture and Food Industry Imre Dimény, which further weakened
the country’s agricultural lobby.**

The Trials’ Characteristics

The “beheading” of the agricultural lobby created an opportunity for the
opponents of reform to also exert pressure on the lobby’s local representa-
tives, which invites the question of what sort of role did state security
agencies play in these cases? Thus far my researches show that their
participation in the trials of the cooperatives’ managers was rare, both in
the preparatory stage and during the investigation itself.*” One important
factor was that after the large-scale reorganization of the Ministry of the
Interior in 1962, in the words of Istvan Papp, “we cannot speak of agri-
cultural sabotage prevention or even agricultural prevention. The protec-
tion of producers’ cooperatives became synonymous with the protection of
public ownership and [was] considered more and more as a task of pre-
serving public order by interior state bodies.”*® As a result the prosecutions
of the majority of agricultural economic organizations and institutions
were relegated to police agencies in charge of protecting public owner-
ship.”® As a result of producers’ cooperatives having gained greater inde-
pendence after 1967, the police could only inspect a cooperative if there
was a well-founded suspicion of criminal activity, which meant that the
role of the taking initiative in these matters — as mentioned before —
rested with the People’s Inspection Committees. It appears that from 1973
on, following the targeted reviews involving entire districts and counties,
People’s Inspection Committees started concentrating on cooperatives that
either did not pass inspection or were not allowed to pass inspection.™
There was also a clear tendency from the beginning of the 1970’s where a
growing portion of inspection procedures ended in filing reports against
the cooperative, and over two-thirds of these reports led to criminal
charges.”

In practice, trials against the heads of producers’ cooperatives
could be typically based on the issues investigated by People’s Inspection
Committees. For example, common themes were ancillary branch mis-
management, illegal or inappropriate use of state funding and breach of
storage contract, but there were also cases of final accounts fraud, forgery
of documents and bribery. By 1974, the registered cases involving produ-
cers’ cooperatives became more numerous than ever. (This number kept
rising until 1975 and then dropped significantly afterwards.)™*
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The 1974 report of the Central People’s Inspection Committee
contains the following data on the improving efficiency of inspections:

In the year of 1974, we concluded a total of 141 criminal procedures in-
cluding remaining cases from the previous year. Of these cases, 48 were
concluded with a court sentence, 29 cases have a charge sheet but the court
has not yet issued a sentence; in 30 cases, the investigating authorities
established that there had been an offense, but used different methods of
accountability due to the low risk that the offense or the perpetrator poses
to society, and in 34 cases, investigation was closed due to the lack of
evidence. In 1974, 36 reported cases will extend into 1975 due to pro-
longed investigations.>

If we were to summarize what sort of producers’ cooperatives
faced trial in court, we would find that the majority of them were produc-
tive, sometimes nationally renowned cooperatives that used the possibili-
ties afforded by the New Economic Mechanism to their advantage and
their managers were daring entrepreneurs who were open to the new op-
portunities afforded by NEM.

Within the social group of economic leaders, the managers of
producers’ cooperatives constituted a special group that was elected to
their positions (after 1967, by secret vote no less!) instead of being ap-
pointed like the directors of state companies, which means that the leaders
of producers’ cooperatives had to be approved not only by district and
county party leaders, but also by the membership of their cooperative. This
of course often resulted in conflict, especially when a manager went
against local political leadership to represent the interests of the coopera-
tive’s membership. At the beginning of the 1970’s, at the time when the
anti-reformist faction of the Party launched its anti-cooperative offensive,
many local party leaders felt that the time for retaliation against the local
supporters of reform was at hand; in other words, local factors also
contributed to the number of criminal procedures issued against heads of
producers’ cooperatives. For example, there were districts where the local
party secretary initiated more ‘“manager-trials” than the whole of the
county combined.* This also explains why there were still locally initiated
cases in the second half of the 1970’s despite the fact that national policy
on the matter had changed by that time.

Besides the managers of producers’ cooperatives, other experts
(lead agronomists and chief accountants) were also tried, as were regular
members of producers’ cooperatives, while another special group under
prosecution comprised of local council, bank and state authority employ-
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ees connected to producers’ cooperatives who were mostly involved in
cases of bribery. It was no surprise then that a common characteristic of
the trials was the high number of defendants. We know of trials where
there were 19 defendants in total, and witnesses were also numerous as
shown by cases where 120 witnesses had been interrogated.”’

Of those tried, some were found innocent, but there were also
some who had indeed been guilty of economic mismanagement. Neverthe-
less, even in the case of the latter, there were certain characteristics of the
procedure, especially the stages of investigation, prosecution and trial that
lent the air of a show trial to these cases.

One striking characteristic was that all trials contained the same
charges, primarily of offense against public ownership (high-damage
offenses, embezzlement, theft, misappropriation and negligence), and in
the case of economic leaders, these offenses were considered especially
severe in accordance with the modified Criminal Code.’® Furthermore,
having extended reporting obligations to all of these offenses made charg-
ing these people incredibly easy. All the courts needed was the confession
of a member or employee of the producers’ cooperative that the manager
of the cooperative had known about the offense in question, and if they
had not complied with their reporting obligation, they became accomplices
by default.

Reconstructing the procedures from investigation documents, it
appears that such incriminating statements were mostly made by members
of producers’ cooperatives during the pre-trial investigation. It is clear
from the interviews that the police did not use physical violence to
persuade people to give false confessions. Some of the accused were
threatened to be kept in pre-trial detention unless they made an incrimi-
nating confession or were given promises to be released to go home to
their family after they confessed. Coercing them by saying that “the others
had already admitted to everything” was also an effective tactic. In many
cases, charges were extended to the managers of producers’ cooperatives
based on these unfairly obtained, incriminating confessions. However, it is
important to note that such false confessions were often retracted during
the trials.

In the case of economic mismanagement and misappropriation,
there was no need of involving members of the producers’ cooperatives
since only managers were in position to commit such offenses. However,
pre-trial detention played a significant role regardless, with cases where
people were held in pre-trial detention for 18 months or even for a few
years due to reasoning that the severe risk these offenses posed to society
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and the expected severity of the sentence may cause the defendant to
escape or go into hiding. However, since these cases concerned well-
known or even nationally renowned managers of producers’ cooperatives,
it is probable that the main reason for this practice was not to prevent
escape; it is more like that the prosecutors expected the defendants to
break down due to prolonged detention, isolation and emotional stress and
make a confession, thus facilitating the work of law enforcement bodies.
The atmosphere of pre-trial detention was described by the presi-
dent of the Rozmaring Producers’ Cooperative, a cooperative famous for
flower growing in the vicinity of Budapest, as follows:

But to get back to the interrogations, they could certainly keep people
under pressure. An actual criminal would have laughed it all off, but I was
in a different situation. As soon as they dictated what they thought was
important, they gave it to me to sign, and to be frank, I didn’t even read it.
They did not harm me physically, but that feeling of helplessness [...] that
atmosphere cannot be described. They learned how to create that atmos-
phere very well. If I called those policemen uncivilized, it would be slander
since they had never hurt me [...] But the atmosphere they created could
not be described in words. It would have easily broken someone more
nervous and inexperienced than I am [...]%

The long waiting period between the arrests and the court proceed-
ings can be explained by the prolonged preparation of charge sheets.
Charges were formulated based on predetermined assumptions, usually the
concept that a rapid improvement of the cooperative’s economic situation
could not have possibly happened by “legal means”. The author of a
contemporary sociography accurately described the dominating political
climate as follows: “If a cooperative produced bad results, they were sus-
picious, but if they produced good results, they were even more suspi-
cious.”® This preconception made the formulation of the charge quite
easy, but gathering evidence was a considerably slower process, which is
why the prosecutors attempted to force confessions out of the defendants.
The means they used during investigation to achieve this were mentioned
by several managers of producers’ cooperatives in interviews. Some were
being persuaded to confess by their appointed defense lawyers, while
others were pressed by undercover cellmates.

I have found several recurring infringements committed by law
enforcement agencies during not only the investigation but also the trial,
such as the relative scarcity of exonerating witnesses. However, what was
more significant was that, as we have discussed previously, the modified
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Criminal Code established several means of intervention that ensured
political influence by allowing for subjectivity in court.

One of the earliest trials is a good example of how political poli-
cies were enforced. Based on inspections of several producers’ coopera-
tives by the People’s Inspection Committee, a report was filed against the
managers of these cooperatives. The resulting charge sheet that took
almost a year to prepare read like a “dream-book™ containing every pos-
sible economic offense even remotely relating to the activities of these
cooperatives. First, they charged some managers with bribery, saying that
they paid bribes to receive missing tractor components in time without
having to wait in queue, or in another case, used bribery to speed up the
repair of the cooperative’s autobus. Whoever knows how a “shortage
economy” works would realize that this sort of practice was common
everywhere else as well in contemporary Hungary — and that paying
bribes to suppliers was also common in higher-tier socialist industrial
companies. The second major accusation was accounting fraud, where
heads of the producers’ cooperatives “filled” the balance sheets of 1970 to
be able to pay the promised premiums to their members. According to the
charges, the managers of the cooperatives neglected circulating capital and
development capital funds just to be able to raise the incomes of their
members. Still another significant charge was that the producers’ co-
operative had breached its contract with the Grain Purchasing Company.
During the storage period of grains at the cooperative, circumstances were
such that the local people had used up part of the stored grain, and when
they were to hand over the grain to the Grain Purchasing Company, they
bought the missing portion from elsewhere, which means that the
Purchasing Company incurred no damage and the producers’ cooperative
effectively complied with its obligations set forth in the contract. This was
such a standard practice that not even courts of first instance regarded it as
fraud.®’ The case was prolonged and the first sentence was issued on
September 21, 1973, and the court considered the fact that the defendants
mostly acted to protect the interests of the cooperative’s membership
rather than their own interests as an alleviating circumstance.

This case took an interesting turn during the process of appeal.
Since the court of first instance was not aware of changing political
expectations, the Attorney General made some necessary corrections to the
appeal. “The county court had therefore made an error when it evaluated
the idea that the defendants committed these offenses in favour of the
interests of the membership of the producers’ cooperative as an alleviating
circumstance. Such an interpretation of the activities of the defendants is
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wrong not only in terms of legal policy, but also in terms of economic
policy, since the foregrounding of group interest by dishonest means is not
an isolated phenomenon.”” The Attorney General’s argumentation was
not without consequences, which is shown by the following excerpt from
the sentence issued by the Supreme Court:

During their activities, the first, second and third defendants attempted to
secure unlawful advantages for the producers’ cooperative by means that
are unacceptable in the socialist economic system [...] Serving the alleged
or momentary interests of the producers’ cooperative to the detriment of
the people’s economy and misleading governing and supervisory bodies
are offenses that are extremely dangerous to society even when the per-
petrators were not led first and foremost by selfish financial interest, such
as in this particular case.”

It is also shocking that the above quoted argumentation and “lash-
ing out against group interest” was still included in court sentence ex-
planations as late as the middle of the 1970’s: “The offense was therefore
not committed for direct personal gain, but to serve the members and the
cooperative in question at all costs, and to maintain the good reputation of
the cooperative at all costs.”**

In counties and districts where Party leadership was dogmatic, the
standard practice was to issue severe several-year sentences for first
offenders, with some sentences amounting to over 10 years. During appeal
processes, the Supreme Court — especially after the political climate had
changed in 1976 — was ready to significantly reduce the sentences issued
by the lower courts. There were also cases where the defendants had
already served the sentences issued by the Supreme Court in pre-trial
detention.

No analysis of the “show trial” nature of the trials of the coopera-
tive farm managers can ignore the role of the press. The anti-cooperative
campaign can be well traced in contemporary press and the public pro-
nouncements of leading politicians. As part of the campaign, several
managers of producers’ cooperatives had been publicly denigrated long
before their guilt had even been proven. Besides national newspapers
(such as Népszabadsdg [Freedom of the People], Népszava [Voice of the
People] and Esti Hirlap [Evening News]), county newspapers also
slandered the heads of producers’ cooperatives. Of the countless possible
examples, I only wish to quote one particularly characteristic article.
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Some employees of the producers’ cooperative [...] had warned the
president several times that if he continued to manage the cooperative in
such a way, he would end up in court. President A.K., however, did not
believe them and said that ‘excessive administration and strict order would
weaken the efficiency of professional management.’ It is now obvious that
within the producers’ cooperative, bribery was one of the most important
ways of ensuring efficiency and ensured a flourishing enterprise of this
criminal cooperative for a long time. The heads of the producers’ co-
operative, who according to the charge sheet, had incurred almost 1 million
HUF of damage to the people’s economy, are now awaiting their trial in
pre-trial detention.®

To add one more note to this particular case, this trial actually
ended with the acquittal of the accused.

Those heads of producers’ cooperatives who were members of the
Hungarian Socialist Workers’ Party were held accountable long after they
had received an effective court sentence. They were forced to account for
their offenses in front of the Party, even when they were proven innocent
by the courts because, according to Party logic, they were still morally
responsible. Party disciplining was managed by a separate party organ
called the Central Inspection Committee [Kozponti Ellen6rz6 Bizottsag],
about whose activities information remains scarce in scholarly circles.

Conclusions

Simultaneously with the series of trials against the heads of producers’
cooperatives, these cooperatives also faced several economic constraints
(such as increased taxes, decreased investments, etc.) as well as adminis-
trative restrictions. The negative effects of these measures manifested
themselves quickly, primarily in the food supplies of urban populations,
which forced Kadarian leadership, so scrupulously observing their political
promises of higher living standards, to relieve some of the pressure on
producers’ cooperatives. The global energy crisis of 1973 resulting from
the drastic increase in oil prices also aided this process despite its delayed
effects, since the capacity of the agricultural sector to generate foreign
currency revenue became more necessary than ever.*

It was of symbolic importance that in 1976, Janos Kadar attended
the Congress of Agricultural Producers’ Cooperatives for the first time.®’
Instead of self-criticism, the First Secretary of the Party spoke of praise
and mentioned two areas of cooperative economic management that had
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previously been under such heavy attack. He also acknowledged that
household plots had a significant role in supplying the country’s popula-
tion with food — and then continued to say: “We have to be more con-
sistent in our efforts to form an integral unit of collective and household
farming within the agricultural producers’ cooperatives.”® Speaking of
cooperative ancillary branches, Janos Kadar emphasized that the Party and
the Government approved of and supported any and all attempts that were
closely tied to the activities of producers’ cooperatives, such as repairing
machinery in their own workshops, supplying their own construction work
and especially of processing their own crops and produce.”

The new re-valuation of the agricultural sector and the producers’
cooperatives is evident in the March 15, 1978, session of the Central Com-
mittee that was entirely devoted to issues of agricultural policy. This
session was also special due to the speech given by Lajos Fehér, who had
been removed in 1974 but retained his membership in the Central Com-
mittee. Therefore, this paper shall end with an excerpt of his dramatic
speech: “[...] in the past five, six years, there had been a veritable criminal
prosecution campaign against cooperatives. There were several articles in
our newspapers that gave the impression of cooperatives becoming a
hotbed for economic offense and mismanagement.”” Citing statistics, he
then spoke of how, within the whole economy, the ratio of offenses against
public ownership was 20% between 1968-1975, while within producers’
cooperatives, it amounted to a mere 11%,”" and added that the offenses
committed to the detriment of producers’ cooperatives were caused in
three-fourth of all cases by outsiders (such as business agents) rather than
members. At the end of his speech, Lajos Fehér suggested that the Central
Committee establish a separate committee to investigate who had been
responsible for the campaign against the cooperatives — and that the
Committee initiate the rehabilitation of heads of the producers’ coopera-
tives unjustly slandered in the trials.

The Party leadership failed to practice self-criticism; therefore the
committee called for by Lajos Fehér was not established. Nobody had
examined just how much financial damage the campaign against the
producers’ cooperatives had done to the national economy — or how
much anguish and moral damage the torturous show trials had caused to
the cooperatives’ managers and their families, in fact to the entire coopera-
tive sector itself. Accordingly, there was no rehabilitation of the
campaign’s victims either.
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