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1. Introduction

The research literature tends to present a fairly sombre portrayal of the economic conditions in East-Central Europe, including Hungary, during the interwar period.[footnoteRef:1] This aligns well with the perspective prevailing in the historical accounts that reflect upon the processes unfolding in the broader European and global economic environment of the era.[footnoteRef:2] They suggest that in the 1920s, following the destruction caused by World War I, the economic policy-makers of the leading powers sought to restore the economic institutions of the pre-war period and return to the main economic policies of the pre-war era – from the gold standard to free trade and fiscal discipline. The longer-term effects of the World War, however, hampered these efforts: the economic and political balance of power between the great powers shifted, the cooperation that had previously existed between them faltered or even ceased, and a number of other circumstances also changed.[footnoteRef:3] [1:  Michael C. Kaser – Edward A. Radice (eds.): The Economic History of Eastern Europe, 1919–1975. Vol. I. Economic Structure and Performance between the Two World Wars. Oxford: Clarendon Press, 1985.; Michael C. Kaser – Edward A. Radice (eds.): The Economic History of Eastern Europe, 1919–1975. Vol. II. Interwar Policy, the War and Reconstruction. Oxford: Clarendon Press, 1986.; Derek H. Aldcroft – Steven Morewood: Economic Change in Eastern Europe since 1918. Aldershot: Edward Elgar, 1995. 1–85.; Ivan T. Berend: Decades of Crisis: Central Eastern Europe before World War II. Los Angeles: University of California Press, 1998.]  [2:  Charles Kindleberger: The World in Depression, 1929–1939. Harmondsworth: Penguin Books, 1987.; Barry Eichengreen: Golden Fetters. The Gold Standard and the Great Depression, 1919–1939. Oxford: Oxford University Press, 1992.; Ronald Findlay – Kevin H. O’Rourke: Commodity Market Integration, 1500–2000. In: Michael O. Bordo – Alan M. Taylor – Jeffrey G. Williamson (eds.): Globalization in Historical Perspective. Chicago–London: University of Chicago Press, 2005. 13–62.; Derek H. Aldcroft: Europe’s Third World: The European Periphery in the Interwar Years. Aldershot: Ashgate, 2006. 126.; Charles H. Feinstein – Peter Temin – Gianni Toniolo: The World Economy between the World Wars. Oxford: Oxford University Press, 2008.]  [3:  Derek H. Aldcroft: From Versailles to Wall Street, 1919–1929. Berkeley: University of California Press, 1981. 11–77.; Charles Kindleberger: Commercial Policy between the Wars. In: Peter Mathias – Sidney Pollard (eds.): The Cambridge Economic History of Europe. Vol. VIII. The Industrial Economies. Cambridge: Cambridge University Press, 1989. 170–172.; Feinstein–Temin–Toniolo (eds.): The World Economy between the World Wars, 39–92.] 

	Understandably, the Great Depression features prominently in the representation of economic conditions in Europe and the Western World in general between the two World Wars. By the mid-1920s, economic reconstruction was making progress, but the Great Depression of 1929 obliterated these achievements. In the years that followed, the gold standard and the system of international trade collapsed and many governments defaulted. In most Western European countries and in the United States, economic output plummeted sharply, with the recovery process taking off very slowly. Many countries had not even reached their respective pre-crisis output levels by the outbreak of World War II.[footnoteRef:4] The social and political consequences of the economic downturn were also severe: it not only led to mass unemployment and deprivation, but also contributed to the strengthening of extremist political tendencies, as exemplified by the emergence of the Nazi regime in Germany.[footnoteRef:5] [4:  Angus Maddison: The World Economy in the 20th Century. Paris: OECD, 1989. 55.; William R. Garside: The Great Depression, 1929–33. In: Michael J. Oliver – Derek H. Aldcroft (eds.): Economic Disasters of the Twentieth Century. Cheltenham: Edward Elgar, 2007. 51–82.]  [5:  Harold James: The German Slump: Politics and Economics, 1924–1936. Oxford: Clarendon Press, 1986.] 

The dominant interpretation in the literature is that the crisis experienced by East-Central Europe and South-East Europe was also severe; indeed, authors emphasize that the crisis hit these regions particularly hard because of their specific structural economic problems.[footnoteRef:6] According to these views, economic development and the overall progression of the crisis in Hungary during the interwar period differed little from this general narrative. What may have distinguished the Hungarian case were the impacts of the comprehensive border changes implemented after the Treaty of Trianon and the dissolution of the economic unity of the Austro-Hungarian Monarchy. These factors only served to make the country’s return to its previous growth trajectory that much more challenging.[footnoteRef:7] [6:  Ivan T. Berend – György Ránki: Economic Development in East-Central Europe in the 19th and 20th Centuries. New York: Columbia University Press, 1974.; Berend T. Iván: Válságos évtizedek. A 20. század első fele közép- és kelet-európai történetének interpretációja. Budapest: Magvető, 1987.]  [7:  For a different interpretation of the economic impact of the Treaty of Trianon, see Tomka Béla: Az első világháború és a trianoni béke gazdasági hatásai Magyarországon. In: Bódy Zsombor (ed.): Háborúból békébe: a magyar társadalom 1918 után. Konfliktusok, kihívások, változások a háború és az összeomlás nyomán. Budapest: MTA Bölcsészettudományi Kutatóközpont Történettudományi Intézet, 2018. 47–80.; Béla Tomka: “The economic consequences of World War I and the Treaty of Trianon for Hungary”. Regional Statistics, vol. 10 (2020), no. 1, 82–100.] 

Some recent studies give a more nuanced picture of the economic development of the region between the two World Wars.[footnoteRef:8] Matthias Morys points out that “the critical assessment of the interwar achievements carries a subtext, namely to justify, very subtly, the heavy state intervention, collectivisation of agriculture and forced industrialisation which materialised after World War II under communist regimes.”[footnoteRef:9] However, these newer, more optimistic approaches cover the entire interwar period. This is essential to understand the longer-term processes, but it does little to answer the economic and socio-political impact of the Great Depression. For the moment, the newer interpretations can hardly be reconciled with the radical socio-political changes that took place in the region in the 1930s. Furthermore, these studies examine the region of East-Central Europe and South-East Europe, or Europe as a whole, focusing on a few selected aspects. Thus, the individual countries in the region–including Hungary–receive limited attention. Therefore, a more detailed analysis of the individual societies of East-Central Europe and South-East Europe seems necessary, as it might further refine the interpretations of the region’s development in the interwar period. [8:  Joan Roses – Nikolaus Wolf: Aggregate Growth, 1913–1950. In: Stephen Broadberry – Kevin O’Rourke (eds.): The Cambridge Economic History of Modern Europe. Vol. 2: 1870 to the Present. Cambridge: Cambridge University Press, 2010. 181–207.; Matthias Morys: Economic Growth and Structural Change in Central, East and South-East Europe, 1918–1939. In: Matthias Morys (ed.): The Economic History of Central, East and South-East Europe: 1800 to the Present. London – New York: Routledge, 2021. 161–187.; Nathan Marcus – Stefan Nikolič – Tobias Straumann: Economic Policy, 1918–1939. In: Morys (ed.): The Economic History of Central, East and South-East Europe: 1800 to the Present, 188–215.]  [9:  Morys: Economic Growth and Structural Change in Central, East and South-East Europe, 1918–1939. 162.] 

Accordingly, in the rest of this paper we will examine how the Great Depression affected Hungary. We first describe the background to the Great Depression, then discuss its progression and the government measures taken to alleviate it. Particular attention will be paid to the economic restructuring and foreign trade reorientation taking place in the era, both of which were crucial factors in terms of the progression of the economic crisis. We will then present the growth trajectory of the Hungarian economy during the depression era from an international perspective. Finally, we will examine the wider social and political consequences of the Great Depression and summarise our findings.


2. Path to the Great Depression

As a consequence of World War I and its aftermath, the conditions under which the Hungarian economy operated changed significantly.[footnoteRef:10] The actual military operations only affected a limited part of Hungary’s territory. Moreover, the impacted areas lay beyond the country’s post-1920 borders and therefore fall outside the scope of our study. As such, there was no direct physical destruction affecting the present territory of Hungary; however, the war had a profound impact on the depletion of the country’s human resources. There were also other ways in which the war effort depleted the country’s economy. By 1918 there were severe shortages of fuel, raw materials, and food, causing disruption to transport, industrial production, and public services.[footnoteRef:11] It is typical of the degree of economic disorganization that in the final stages of the World War, it was not only certain consumer goods industries that saw their output fall by 60% to 70%; even those sectors geared specifically towards supplying the military with materiel experienced a decline in their production output. The 1920 output of the processing industry was stagnating at 35% to 40% of the pre-war levels.[footnoteRef:12] [10:  On this period, see Berend T. Iván – Ránki György: Magyarország gazdasága az első világháború után. 1919–1929. Budapest: Akadémiai Kiadó, 1966. 7–129.; Max-Stephan Schulze: Austria–Hungary’s Economy in World War I. In: Stephen Broadberry – Mark Harrison (eds.): The Economics of World War I. Cambridge: Cambridge University Press, 2005. 78–111.; on the wider region, see Derek H. Aldcroft – Steven Morewood: Economic Change in Eastern Europe since 1918. Aldershot: Edward Elgar, 1995. 1–127.]  [11:  Szterényi József – Ladányi Jenő: A magyar ipar a világháborúban. Budapest: Franklin Társulat, 1934.; Berend T. Iván – Ránki György: Ungarns wirtschaftliche Entwicklung, 1849–1919. In: Alois Brusatti (Hrsg.): Die Habsburgermonarchie Bd. I.: Die wirtschaftliche Entwicklung. Wien: Österreichische Akademie der Wissenschaften, 1973. 520–527.]  [12:  Laky Dezső: Csonkamagyarország megszállásának közgazdasági kárai. Budapest: Eggerberger, 1923. 362.] 

The war also wrought devastating fiscal consequences, exacerbating the instability of the national currency. During the final years of the war, military spending accounted for a large share–around half–of the total national product. The budget was unable to cover these expenses from traditional revenue sources. Governments did not seek to increase taxes; instead, they resorted to borrowing, and covered more and more of their expenditure by printing money. Inflation commenced already with the outbreak of the war, and the process of internal and external depreciation of the korona continued for a decade, sometimes slowing down, but generally accelerating, giving an entirely new framework for the development of the Hungarian economy. At the end of 1918, the war debts of the Hungarian state amounted to 33 to 34 billion koronas. But the innovative methods used for financing the war were later to come at a heavy price.[footnoteRef:13] [13:  Teleszky János: A magyar állam pénzügyei a háború alatt. Budapest: Magyar Tudományos Akadémia, 1927.; Rácz Tibor: Valutaügyünk története a Magyar Nemzeti Bank alapításáig. Budapest: Magyar Nemzeti Bank, 1934.] 

Economic disorganisation was exacerbated by the post-war revolutions of 1918–1919 and the conflicts emerging with several neighbouring countries. These–and especially the Romanian invasion of Hungary in 1919–caused considerable losses also in the means of production.[footnoteRef:14] The economic difficulties were further aggravated by the loss of about two thirds of the country’s territory and half of its population. The 1920 Treaty of Trianon merely sanctioned these losses and added to them, among other things, a slew of adverse financial and economic measures such as reparations and economic restrictions. The Entente maintained the economic blockade for quite some time even after the war. [14:  Varga István: Csonka-Magyarország gazdasági fejlődése. In: Laky Dezső (szerk.): Emlékkönyv Kenéz Béla negyedszázados professzori munkásságának évfordulójára. Budapest: Statisztikai Hivatal, 1932. 179–214.] 

Hungary ceased to be part of the economic integration of the Monarchy, which meant that its traditional supplier and trade relations were severed. Raw material sources and processing plants were cut off from each other by the new, difficult-to-cross borders, which meant that transactions that had previously been considered domestic trade became foreign trade transactions that were more cumbersome and expensive to carry out. Furthermore, the border adjustments of 1920 led to considerable underutilization of capacities in specific industries and sectors, concurrently presenting market challenges for agriculture. Moreover, they also made Hungary’s pre-existing government bureaucracy disproportionately large for a country and an economy that had in the meantime undergone a substantial reduction in size.[footnoteRef:15] At the same time, a significant number of officials and professionals formerly employed by the Hungarian government left the newly enlarged neighbouring countries and migrated to Hungary, adding to the country’s human capital. Despite the often apocalyptic predictions of contemporary commentators, the territorial changes had little impact on the country’s growth opportunities in the longer term.[footnoteRef:16] [15:  Buday László: Magyarország küzdelmes évei. Budapest: self-published, 1923.; Elizabeth Boross: Inflation and Industry in Hungary, 1918–1929. Berlin: Haude und Spener, 1994. 224.; Varga István: Tőke és infláció. Közgazdasági Szemle, 50. évf. (1926) 586.]  [16:  Tomka: Az első világháború és a trianoni béke gazdasági hatásai Magyarországon. 68–70.] 

In the early 1920s, there were several attempts to suppress inflation. The failure of these attempts can be attributed, first, to the substantial budget deficit, and second, to the fact that many economic agents temporarily benefited from inflationary financing, as it effectively reduced the real value of their debts over time. Inflation ended with the stabilisation of 1924–1925. By this time, gross domestic product had reached its pre-war level, and the increase in tax revenues enabled the restoration of fiscal balance. On the other hand, a substantial loan from the League of Nations also helped financial stabilisation, as did tax increases and a significant reduction in the number of government employees.[footnoteRef:17] Legislation was adopted on stabilisation, and the Hungarian National Bank was also established as an autonomous institution.[footnoteRef:18] On 1 January 1927, the country adopted the korona as its new currency.[footnoteRef:19] [17:  On the League of Nations loan for Hungary, see Ormos Mária: Az 1924. évi magyar államkölcsön megszerzése. Budapest: Akadémiai Kiadó, 1963.]  [18:  On the details of the financial sanation of the country’s economy, see Magyarország pénzügyi újjáépítése. A Nemzetek Szövetsége magyarországi főbiztosának első–huszonharmadik jelentése. 1924. május–1926. március. Budapest, 1924–1926.; Pogány Ágnes: A Magyar Nemzeti Bank alapításának nemzetközi és belföldi előzményei. In: Bácskai Tamás (szerk.): A Magyar Nemzeti Bank története. I. Budapest: KJK, 1993. 501–585.; Péteri György: Montagu Norman és a magyar „szanálási mű”. Az 1924-es magyar pénzügyi stabilizációról. Századok, 119. évf. (1985) 1. sz. 121–152.]  [19:  Tomka Béla: A magyarországi pénzintézetek rövid története, 1836–1947. Budapest: Aula, 2000. 88–105.] 

 With stabilisation, the immediate consequences of the war were averted. The stabilisation of the Hungarian korona, the rebalancing of the country’s public finances, and the deregulation of the exchange controls allowed the country to take advantage of the global economic boom. Hungary’s economic reconstruction in the 1920s benefited from relatively favourable opportunities for the sale of the country’s agricultural products on the world market as well as from significant capital imports. The new customs regime introduced at the beginning of 1925 protected a wide range of industrial products with very high customs duties, which were considerably higher than those applied under the Monarchy. Tariffs were also raised for many industrial products heavily used for agricultural purposes, effectively making the agricultural sector finance the losses of the country’s uncompetitive industrial production. One of the key aims of the new customs policy was to support the country’s previously underdeveloped textile industry.[footnoteRef:20] [20:  Buzás József – Nagy András: Magyarország külkereskedelme, 1919–1945. Budapest: KJK, 1961.; Berend–Ránki: Magyarország gazdasága az első világháború után, 172–184.] 


 The boom of the second half of the 1920s was a major success in Hungary, as by 1929 per capita gross domestic product was about 18% above the level of the last pre-war year. This compares favourably with, for example, the performance of Austria, where growth was only 6.8% over the same period.[footnoteRef:21] [21:  Angus Maddison: The World Economy: Historical Statistics. Paris: OECD, 2003. 60–101.] 




3. Evolution of the crisis and economic policy measures taken to alleviate it

The relatively successful growth process of the second half of the 1920s was brought to a close by the Great Depression: the relative price level of agricultural products fell, while export prospects deteriorated in other ways as well; industrial production fell sharply; and international financial relations were severely hampered or even disrupted from 1931. However, Hungary’s economic output did not decline to the same extent as in many Western countries.

Agriculture
In Hungary, the Great Depression first manifested itself in the agricultural sector: the industrial boom was still going on in 1928, when there was already talk of a crisis in agriculture. Because of the structural characteristics of the Hungarian economy–first and foremost, the high proportion of agricultural employment–the overall economic impact of the agricultural crisis was greater than that of the industrial crisis, which also arose later.
The downturn in agriculture did not actually lead to a fall in production: pursuing a strategy of reducing production in order to maintain price levels was simply not an option for a large number of landowners. The value of agricultural production increased by 1.3% between 1929 and 1934 (when calculated at constant prices), i.e. it remained essentially stagnant during the crisis.[footnoteRef:22] Thus, the impact of the crisis on agriculture can be observed in three main–and interrelated–areas: [22:  Magyarország története. 8. kötet. 1918–1919 / 1919–1945. Szerk.: Hajdu Tibor – Tilkovszky Loránt. Budapest: Akadémiai Kiadó, 1976. 601–602.; Gunst Péter: A mezőgazdasági termelés története Magyarországon (1920-1938). Budapest: Akadémiai Kiadó, 1970. 62.; for a set of slightly different data, see Mathias Matolcsy – Stephen Varga: The National Income of Hungary 1924/25–1936/37. London: P. S. King and Son, 1938. 45.] 

a) the price of agricultural products plummeted, reducing farmers’ incomes;
b) as a result of the diverging dynamics of industrial and agricultural prices, an ‘agricultural scissors effect’ manifested itself;
c) the country’s export markets shrunk.[footnoteRef:23] [23:  Berend T. Iván – Ránki György: Közép-Kelet-Európa gazdasági fejlődése a 19–20. században. Budapest: KJK, 1976. 344.] 

a) The decline in agricultural prices began at the end of 1928 and continued for several years afterwards. Among the early causes of the agricultural crisis was, first and foremost, the transformation of the global agricultural market, which continued apace in the post-World War I period. Intense competition from overseas producers, particularly those in the United States, Canada, Argentina, and Australia, led to a sharp fall in world wheat prices. This also reduced sales opportunities for Hungarian producers. In 1933, agricultural prices hit their nadir, with wheat prices plummeting to 35.1% of the 1928 price level. Similarly, maize, potatoes, fattened hogs, and cow’s milk experienced comparable declines, registering at 25.5%, 25.4%, 46.8%, and 74.4%, respectively.[footnoteRef:24] Overall, agricultural prices in 1933 amounted to 45.1% of the 1928 level.[footnoteRef:25] [24:  Gunst: A mezőgazdasági termelés története Magyarországon, 73.]  [25:  Gunst: A mezőgazdasági termelés története Magyarországon, 75.] 

	b) The situation of farmers was further exacerbated by the adverse development of the ratio between industrial and agricultural prices, which, even though it was a global phenomenon, was particularly marked in the East-Central and South-East European regions. Hungary experienced a less prominent agricultural scissors effect already in the 1920s,[footnoteRef:26] but in 1928 it was only 9.9% compared with the 1913 price levels, i.e. the price index for industrial products was only that much higher than the price index for agricultural products. By 1933, however, the difference was as high as 45.7%.[footnoteRef:27] [26:  A set of different data are cited in Csikós-Nagy Béla: A XX. század magyar gazdaságpolitikája. Tanulságok az ezredfordulón. Budapest: Akadémiai Kiadó, 1996.]  [27:  A magyar mezőgazdaság árhelyzete az utolsó évszázadban (1867-1963). (Statisztikai Időszaki Közlemények. 73.) Budapest: KSH, 1965. 34.] 

c) The fall in domestic demand could not be offset by exports, as the country’s external markets were partially closed. Hungary was a major agricultural exporter, but the markets for its agricultural products were rather keen to protect their own producers. Hungary’s foreign market opportunities were also hampered by the production structure of the country’s agriculture, in which cereals and maize played a prominent role, while world prices for these crops fell more than average during the crisis. Because of the fall in world prices and the deterioration in export prospects, agricultural exports fell by 27% in volume and 61% in value by 1934 compared with 1929.[footnoteRef:28] [28:  Ivan T. Berend – György Ránki: Polen, Ungarn, Rumänien, Bulgarien und Albanien, 1914–1980. In: Wolfram Fischer (Hrsg.): Handbuch der europäischen Wirtschafts- und Sozialgeschichte. Bd. 6. Stuttgart: Klett-Cotta, 1987. 812.] 

Agricultural products accounted for a key portion of Hungary’s exports, making up 73.8% of the total 1928.[footnoteRef:29] Therefore, the fall in their prices on the world market had broad economic effects, particularly in terms of a deterioration in the terms of trade. The unfavourable development of the terms of trade was already visible in the first half of the 1920s, but the crisis accelerated this process. Using the level of foreign trade prices in 1925–1927 as a benchmark, there was a deterioration in the terms of trade of 8% in 1929, 10% in 1930, 15% in 1931, and 19% in 1933. Thus, the deterioration in the terms of trade was already about 30% compared to the period before World War I, which was due to the high share of agricultural products and raw material in the export mix. In Czechoslovakia, for example, which had a more favourable export structure, import prices fell by an average of 52% over the period, while export prices fell by only 35%.[footnoteRef:30] [29:  Gunst: A mezőgazdasági termelés története Magyarországon. 82.; cf. Csáki Norbert – Szitó Balázs: Magyarország mezőgazdasági kivitele. Budapest: KJK, 1963. 7.]  [30:  Z. Drabek: Foreign Trade Performance and Policy. In: Kaser–Radice (eds.): The Economic History of Eastern Europe, 1919–1975, 444–446.] 

In this situation, government policy sought to mitigate the impact of the crisis in several ways. These included seed access facilitation programmes to promote quality production, efforts aiming to restrict the total cultivated area, and, first and foremost, offering financial support for the marketing of the crops produced, creating public institutions for marketing, offering bank debt restructuring to producers, and export promotion.[footnoteRef:31] Financial support to promote sales started in the mid-1930s, when the fall in the prices of agricultural products accelerated. The main instrument for this was the so-called “boletta” system, which operated for four years. In addition to the agreed price, buyers were also required to pay an additional amount of three to six pengős per quintal (100 kg) of wheat in “bolettas” (grain vouchers), which the producers could use towards paying their taxes or, alternatively, redeem for cash.[footnoteRef:32] Another form of subsidy was the monopolization of selling the produce through state-owned sales organizations, which paid a guaranteed minimum price for the produce purchased for centralised resale. Entities such as Hangya (“Ant”) Cooperative–in which the government owned a 70% stake–or the purely state-owned share company Futura Rt., as well as a number of other organisations, were granted exclusive rights to trade in and export certain agricultural products. By the late 1930s, they accounted for 80% to 85% of all agricultural exports.[footnoteRef:33] [31:  Szuhay Miklós: Az állami beavatkozás és a magyar mezőgazdaság az 1930-as években. Budapest: Akadémiai Kiadó, 1962. 103–138.]  [32:  Honvári János: XX. századi magyar gazdaságtörténet: Transzformációk, rendszerek. Budapest: Aula, 2006. 55.]  [33:  Szuhay: Az állami beavatkozás és a magyar mezőgazdaság az 1930-as években. 255–262.; Iván T. Berend: An Economic History of Twentieth Century Europe: Economic Regimes from Laissez-Faire to Globalization. Cambridge: Cambridge University Press, 2006. 66.] 

Another form of state support was offering debt restructuring facilities to farmers who became insolvent. From 1931 onwards, several government decrees stipulated a ban on auctioning off landed estates during debt restructuring procedures. This, of course, severely affected the financial institutions lending to the producers, above all the smaller rural banks and savings banks, as their claims were consequently frozen. As the debt restructuring programme progressed, the protection of the indebted landed estates was gradually removed, making the debt recoverable.
The government’s engagement in agro-exports notably intensified during the mid-decade period, a development closely linked to the simultaneous expansion of Hungary’s trade relations with Germany, a topic we will explore in greater detail later. The bulk of all exports during this period were already made on the basis of intergovernmental trade agreements.
These government interventions certainly helped agriculture to recover from the crisis, but other factors also played a role. On the one hand, in 1934 and 1936, unfavourable weather conditions reduced world grain production, improving market opportunities for Eastern European producers. On the other hand, as other sectors of the economy began to grow, the internal market also started to expand from 1933.

Industry
The agricultural crisis as such had its own impact on industry as well by reducing the purchasing power of a large part of the population. Nevertheless, the industrial crisis was not as severe in Hungary as in the Western countries. Overall, industrial output reached its lowest point in 1932, plummeting to 23% below the 1929 level, accompanied by a 27% reduction in the industrial workforce compared to the same base year. By 1935, industrial production not only recovered to the 1929 level but also exceeded it by 11%.[footnoteRef:34] Moreover, the crisis affected different sectors differently. The largest declines were seen in the sectors producing capital goods and capital equipment, including iron and steel, machinery and equipment, construction materials and wood. By 1932, their combined production plummeted to only 52% of the 1929 level. The food and certain other consumer goods industries experienced considerably smaller losses during the Great Depression, as demand for their products was less elastic. Food and clothing production contracted by 23%. However, there were some industries which, after an initial minimal decline, managed to increase their output even during the years of crisis. They included the textile, leather, and paper industries, whose combined output was 2% lower in 1931 and 4% lower in 1932 than back in 1929, but by 1933 it was already 10% higher as compared to the same base year.[footnoteRef:35] The chemical and electricity industries emerged practically unscathed from the crisis. Notably, sectors such as oil refining and pharmaceuticals witnessed increased production, and even a new electric power plant was commissioned amid the economic downturn. [34:  Az ipari termelés nemzetközi alakulása. Magyar Statisztikai Szemle, 15 (1937) 3. sz. 210.; A M. Kir. Kormány 1929. évi működéséről és az ország közállapotairól szóló jelentés és statisztikai évkönyv. Budapest: Athenaeum, 1931. 105.; A M. Kir. Kormány 1932. évi működéséről és az ország közállapotairól szóló jelentés és statisztikai évkönyv. Budapest: Athenaeum, 1933. 120.]  [35:  Magyarország története. 8. kötet, 604–605.] 

These sectors were also hit by a fall in domestic consumption, but state intervention compensated domestic producers by introducing import tariffs and other restrictions that largely squeezed foreign products out of these market segments. This process had begun long before the crisis: the tariff on manufactured goods in Hungary averaged 18% in 1913, rising to 27% in 1925 and then to 42.6% in 1931. This process was similar or even more pronounced in other East-Central and South-East European countries (see Table 1).[footnoteRef:36] Direct import restrictions played an increasingly important role in curbing imports during the crisis: the government introduced quotas to limit the amount of certain products that could be imported from abroad. Such quotas had also existed before, but during the period under review they were usually set well below pre-crisis levels. The crisis intensified economic nationalism: the logic and consequences of this are illustrated by the customs war that broke out between Czechoslovakia and Hungary after the expiry of their foreign trade agreement at the end of 1930. Czechoslovakia introduced a 90% import tariff and other restrictions on Hungarian grain, as a result of which total Hungarian exports to that country plummeted by 85% from one year to the next. Czechoslovak exports to Hungary dropped by 71% as a result of the increased tariffs Hungary imposed on the import of Czech industrial products in response. The trade relationship between the two countries did not recover for the rest of the decade.[footnoteRef:37] [36:  Buzás József: Magyarország külkereskedelme, 1919–1938. In: Buzás József – Nagy András: Magyarország külkereskedelme, 1919–1945. Budapest: KJK, 1961. 33–34.]  [37:  Drabek: Foreign Trade Performance and Policy, 441.; Szuhay: Az állami beavatkozás és a magyar mezőgazdaság az 1930-as években, 61–62.] 


Finance
As we have seen, the Hungarian economy was already severely affected by the decline in the prices of agricultural products from the late 1920s, which significantly reduced export revenues and thus worsened the country’s balance of trade. In addition, it became more difficult to secure new foreign loans, as the protracted period of stock market bullishness that the New York Stock Exchange experienced in 1928–1929 not only kept American capital at home, but even attracted European funds overseas. The ability to raise capital thus also deteriorated in Hungary, creating significant tensions in the financial market.[footnoteRef:38] The export problems and the difficulties in obtaining new loans were particularly threatening because in the second half of the 1920s Hungary received about 2 billion pengős ($400 million) in foreign loans, which accounted for about a third of the gross domestic product and contributed significantly to the success of economic consolidation.[footnoteRef:39] Because of the stagnation of capital imports, in 1929 the combined amount of principal and interest repayments exceeded the amount of foreign capital flowing into the country by 16%, creating a completely new situation for the Hungarian economy. In 1930, Hungary’s per capita debt service was the highest among the East-Central and South-East European countries, accounting for 22.1% of its exports, which was also the highest such ratio in the region.[footnoteRef:40] [38:  Tomka: A magyarországi pénzintézetek rövid története, 1836–1947, 115.]  [39:  Alexander Eckstein: National Income and Capital Formation in Hungary, 1900–1950, In: Simon Kuznets (ed.): Income and Wealth, Series V. London: Bowes and Bowes, 1955. 219.]  [40:  Marcus–Nikolič–Straumann: Economic Policy, 1918–1939, 193.] 

But the real financial turmoil came in the year 1931. In the first half of the year, Hungary, like many other countries, experienced a large-scale wave of foreign debt defaults, accelerated by the collapse of Creditanstalt, a giant Viennese bank with a long history behind it, which was announced in mid-May 1931.[footnoteRef:41] Due to the mounting uncertainty, there was also a surge in domestic demand for foreign exchange. Ever since the stabilisation, this was the first time that the gold reserve ratio dropped under the 40% level, but by the end of July it as only 28%. Despite the fact that Hungarian financial institutions were able to meet all requests, there was still a risk of panic withdrawals, as happened in Bucharest, Sofia, and Athens in early July, and in Germany on 13 July. The Hungarian government, therefore, decided to follow the German example and declared the 14th, the 15th, and the 16th as bank holidays. The stock exchange was also closed, and it was not until April 1932 that the sale of some government securities and then some shares began. The temporary restrictions on bank withdrawals were, however, gradually lifted in the following months. This was helped by the fact that–contrary to expectations and the experience of other countries–the public in Hungary did not rush the institutions. This was helped by the fact that, from the onset, depositors were free to dispose of the funds they deposited with their banks after the bank closure / government ban on bank withdrawals, but the main reason for the relief was that no major financial institution in Hungary became insolvent during this period.[footnoteRef:42] [41:  A Magyar Gazdaságkutató Intézet helyzetjelentései. 12. szám, 11.; on the bank failure of Creditanstalt, see Dieter Stiefel: Finanzdiplomatie und Weltwirtschaftskrise. Frankfurt/M.: Fritz Knapp Verlag, 1989.; Karl Erich Born: Die deutsche Bankenkrise 1931. Finanzen und Politik. München: R. Piper &Co. Verlag, 1967.; A Magyar Gazdaságkutató Intézet gazdasági helyzetjelentései. 12. sz. Budapest: Magyar Gazdaságkutató Intézet, 1931. 11.]  [42:  Pogány Ágnes: Válságok és választások. Pénzügyi politika Magyarországon és Ausztriában, 1931–1936. Aetas, 15. évf. (2000) 4. sz. 32–49.; Ágnes Pogány: Zwillingskrisen oder Multiple Krisen? Finanzielle Krisen in Ungarn und Österreich in den dreißiger Jahren. In: Márkus Keller – György Kövér – Csaba Sasfi (Hrsg.): Krisen/Geschichten in mitteleuropäischem Kontext. Wien: Institut für ungarische Geschichtsforschung in Wien, 2015. 227–253.] 

	The issuance of the so-called “gold pengő decree” in mid-August also served to provide reassurance to creditors and depositors, who had been left with a bitter taste in their mouths due to their past experiences of currency depreciation with the korona. The decree stipulated that debts incurred before 15 August should automatically be considered to be payable in so-called “gold pengős”, while also allowing monetary claims to be denominated in gold pengős after that date. The exchange rate of the gold pengő to the standard pengő was determined by the Hungarian National Bank under instructions from the minister of finance. The 1:1 ratio used initially was never changed. The introduction of the gold pengő undoubtedly had a beneficial psychological effect in the short term.[footnoteRef:43] However, as a result, the Hungarian currency became a “managed currency”, because it was not the value of the gold reserves backing it but the policy of the central bank that guaranteed its domestic stability.[footnoteRef:44] [43:  Varga István: Az aranypengő. Közgazdasági Szemle, 55. évf. (1931) 12. sz. 759.]  [44:  Makai Ernő: Pénz és hitel a világválság tükrében. Budapest: TÉBE, 1934. 242.] 

	A number of measures, which, in retrospect, foreshadowed the gradual implementation of exchange controls, proved to be much more permanent than the restrictions on deposit withdrawals, which were fully lifted after just a few weeks. The most important exchange control measure stipulated that no payments could be made in foreign currency, no foreign currency could be physically taken out of the country, and no foreign loans could be procured without the express permission of the Hungarian National Bank. This effectively ended the convertibility of the Hungarian pengő. The monopoly of the central bank was also ensured by the fact that the foreign exchange obtained from export transactions had to be surrendered to the central bank. Reporting any debt accrued, cash held, or securities owned in foreign exchange was also soon made mandatory above a threshold of 5,000 pengős.[footnoteRef:45] [45:  Óvári Papp Zoltán: A devizaforgalom szabályozása Magyarországon. Budapest: A Gazdasági Jog Kiadványa, 1941. 77–82.] 

	Despite the strict exchange controls, the foreign currency holdings of the National Bank of Hungary significantly decreased by the end of 1931. It became apparent that the foreign currency needed to service the debt, some 270 million pengős a year, was not available, while procuring new foreign loans had become virtually impossible.[footnoteRef:46] The experts of the Financial Committee of the League of Nations, sent at the request of the Hungarians, therefore offered the creditors a standstill agreement – in the vernacular of the time, “Stillhalte”. At the end of December, the government implemented a transfer moratorium, which prohibited the transfer of any principal or interest to foreign lenders, except for payments related to the loan from the League of Nations. All the amounts affected by the transfer moratorium had instead to be paid into the newly created Foreign Creditors Fund, which was managed with the involvement of creditors’ representatives. Initially, the moratorium was meant to defer only the repayment of principal amounts, but the Hungarian currency situation deteriorated so rapidly that there was insufficient foreign currency available to pay even the interests. Therefore, in 1932, an agreement was reached with the British and American creditors to postpone the repayment of the principal. Under the terms of this agreement, creditors were permitted to use the pengő equivalent of the interest payments to purchase goods, among other possibilities. Such exports were subsidised by a surcharge, which made it possible to reduce the debt considerably and also encouraged the export of otherwise unsaleable products. This was the first time that currency policy was deliberately used as an instrument of economic and trade policy in Hungary.[footnoteRef:47] [46:  Rudolf Nötel: Money, Banking and Industry in Interwar Austria and Hungary. Journal of European Economic History, vol. 13 (1984), no. 2, 186.]  [47:  On the government measures, see A magyar hitelpolitika az 1920–1944. években. Budapest: s. n., 1946. 33–36.] 

	Overall, Hungarian banks weathered the crisis with relatively little sacrifice in international comparison. The long-standing banking supervision authority and the measures taken by the government and by the central bank may have contributed to this. However, one of the reasons for the relative strength of the Hungarian credit system was the sound business policy of the leading institutions, which was primarily based on liquidity considerations. As a result, unlike in Austria or Germany, among other countries, the state was not compelled to dig deep into its pockets, nor were any banks nationalised even temporarily. Legislative measures proved sufficient to avoid the severe consequences of the credit crisis.[footnoteRef:48] [48:  Tomka Béla: A magyarországi pénzintézetek rövid története, 1836–1947. Budapest: Aula, 2000. 122–123.] 

	Although the financial crisis in Hungary did not bring about any spectacular bank failures, the 14–16 July 1931 closure of the banks and the subsequent measures mark a dividing line in the history of Hungarian lending, primarily because there had never been a direct state intervention like this before. The dynamics of state intervention are illustrated by the fact that, just as the crisis period saw the introduction of banking supervision in Germany, the United States, and the United Kingdom, the development of ever stricter state control over financial institutions also continued in Hungary, a country with a long history of such supervision. An important step in this direction was the establishment of the National Credit Council in October 1931.[footnoteRef:49] The extensive powers of the Council clearly limited the business freedom of financial institutions. It could, for example, set a ceiling on interest rates, order the Centre for Financial Institutions to carry out an audit or, in the last resort, order the compulsory winding-up of a financial institution. In other words, the central bank took on more and more tasks as a regulatory authority. Without its permission, it was not possible to buy securities from foreign sellers or sell them to foreign buyers, and any gold reserves had to be declared. Its articles of association also changed significantly. In 1933, the government was allowed to borrow 100 million pengős from the Hungarian National Bank to pay off agricultural debts. At the same time, the mandatory gold reserve ratio was reduced to 24%. Even more significant amendments to the articles of association followed in 1938, when the rules on the gold standard were completely abolished and the central bank was also empowered to carry out open market operations. The provision that the heads of the financial institutions no longer became members of the General Council of the Hungarian National Bank further solidified the bank’s role as a public administration agency.[footnoteRef:50] [49:  Holbesz Aladár: A magyar hitelszervezet története. Budapest: May János Nyomdai Műintézet, 1939. 314–318.]  [50:  Tomka: A magyarországi pénzintézetek rövid története, 1836–1947, 128.] 

By the late 1930s, the supervisory powers of the Hungarian National Bank and the Centre for Financial Institutions were expanded to such a degree that they no longer left the banks’ personnel policy unaffected: bank directors could only be hired with the permission of these two institutions. This decree was related to the persecution of Jews rather than to the official justification, which claimed a risk of the government losing their most qualified administrators to financial institutions. This example shows that the state played a far greater role in financial life during the depression period than would have been strictly necessary to deal with the crisis and its aftermath. Hence, the increase in state intervention can by no means be explained by economic factors alone.[footnoteRef:51] [51:  Ágnes Pogány: Wirtschaftsnationalismus in Ungarn im 19. und 20. Jahrhundert. In: Ágnes Pogány – Eduard Kubu – Jan Kofman (Hrsg.): Für eine nationale Wirtschaft: Ungarn, die Tschechoslowakei und Polen vom Ausgang des 19. Jahrhunderts bis zum Zweiten Weltkrieg. Berlin: Berliner Wissenschaftsverlag, 2006. 11–71.] 

	The economic role of the state soon went beyond the regulation of financial lending, trade in agricultural commodities, and foreign trade, and the introduction of monopolies in these areas. After the announcement of the major government development plan of 1938, known as the Győr Programme, the state’s dominance in the field of finance further increased. This was primarily because the government heavily relied on loans to finance the implementation of its programme, a significant portion of which was related to armament.[footnoteRef:52] Act II of 1939 empowered the government to regulate the circulation of money as well as the operation of the central bank and of the Centre for Financial Institutions for national defence purposes. It also expanded the government’s authority to access foreign loans and thereby incur sovereign debt. Even loans taken from private banks were eventually sourced from the central bank, because they were paid out on treasury bills that were then rediscounted at the central bank. [52:  Berend T. Iván – Ránki György: Magyarország gyáripara a második világháború előtt és a háború időszakában, 1933–1944. Budapest: Akadémiai Kiadó, 1958. 374–375.; Lengyel György: Az irányított gazdaság kialakulásának néhány tényezője Magyarországon. In: Budapest Főváros Levéltára Közleményei. 1978. Budapest: Budapest Főváros Levéltára, 1979. 290–301.; Lengyel György: Irányított gazdaság és tervgazdaság. Medvetánc, (1981) 1. sz. 109–119.; Csikós-Nagy Béla: A XX. század magyar gazdaságpolitikája. Tanulságok az ezredfordulón. Budapest: Akadémiai Kiadó, 1996. 98–105.] 



4. Restructuring and the reorientation of foreign trade

The obvious ways out of the crisis were to increase efficiency and solve producers’ market access issues. Efficiency improvements could come from efficiency gains within individual sectors on the one hand, and, on the other, from shifts in favour of sectors and activities with higher added value.
In agriculture, little progress was made in improving efficiency during the 1930s. It required significant investment, for which there was little scope during the years of the crisis. In fact, the drop in revenues prevented the acquisition of the necessary modern machinery and equipment, fertilisers and pesticides, and in general the industrial products needed for modernisation. The agricultural scissors effect was also a factor in its own right, making the transformation of agriculture more difficult.
As an indication of this, tractors spread rapidly in the 1920s, but between 1929 and 1938 their numbers barely increased: In 1929, there were 6,800 tractors in operation in the country. By 1934–35, their number dropped to 3,600 before returning to pre-crisis levels by 1938. The proliferation of engine-driven threshers also came to a grinding halt. Because of mass unemployment, the use of live labour–instead of machines–could also serve social purposes, although this did not become government policy in Hungary – unlike in Yugoslavia, where a decree banned the use of tractors for a time. Fertiliser use increased sharply in the 1920s, but then fell during the depression years from 26 kg per hectare in 1929 (values expressed in kilograms of actual nutrient content) to 3 kg in 1933, and even in 1938 it only reached a level of 10 kg per hectare. Despite this, there were also positive trends in yields: although the yields of rye and potatoes fell slightly in Hungary, wheat yields increased by an average of 10% and maize by 15% between 1924–29 and 1933–38.[footnoteRef:53] [53:  Gunst Péter: Magyarország gazdaságtörténete (1914–1989). Budapest: Nemzeti Tankönyvkiadó, 1996. 70–71.] 

Nevertheless, a slow structural transformation of agriculture can be observed during the crisis years. From 1930 to 1934, the area devoted to vegetable crops increased by 37%, while the average area dedicated to cereal production during the period 1935–38 was three percentage points lower than the average of the years 1920 through 1924. Grape, wine, and fruit production also increased. However, some livestock sectors were hit particularly hard by the crisis. In 1934, the number of cattle decreased by 8%, the number of pigs by 3%, and the number of sheep by 31% compared to 1929 livestock levels.[footnoteRef:54] At the same time, there was a positive trend in the rapid development of poultry production, which was reflected in the doubling of poultry exports in the decade after the mid-1920s. During the crisis, the value of exports of live animals and products of animal origin expressed as a share of total food exports increased significantly, with a slight increase in the share of processed agricultural products within this.[footnoteRef:55] [54:  Gunst: A mezőgazdasági termelés története Magyarországon, 310., 358., 378.]  [55:  Gunst: A mezőgazdasági termelés története Magyarországon, 89–90.] 

	As far as the shifts across the sectors are concerned, we see more significant changes. Economic restructuring progressed at a relatively fast pace during the crisis, with agriculture losing weight to industrial and service sectors producing a higher added value. While in 1928 agriculture accounted for 38.8% of the country’s total output, in 1937 it was only 32.2%. In contrast, the share of industry increased from 29.9% to 31.8% and that of services from 31.9% to 36%.[footnoteRef:56] This structural shift was much stronger than what happened in e.g. Czechoslovakia or Bulgaria during this period.[footnoteRef:57] [56:  Eckstein: National Income and Capital Formation in Hungary, 1900–1950, 165.]  [57:  Morys: Economic Growth and Structural Change in Central, East and South-East Europe, 1918–1939, 179.] 

	Two of the most important ways for the government to alleviate the demand shortages faced by Hungarian economic actors were to protect the internal market and to expand the external markets. While the former mainly concerned industry, the expansion of the export markets was mainly seen as feasible in agriculture. The measures to protect industry have been described earlier. Between 1929 and 1933, the value of imports fell to less than a third. As a result of the economic policy, which favoured import substitution, the share of consumer goods in total imports was 62% in 1913, but by 1925 it had fallen to 49% and by 1937 to 27%.[footnoteRef:58] This decline in consumer goods helped the corresponding sectors of domestic industry – especially textiles. As imports were displaced, production in this sector continued to grow dynamically in the 1930s, even though domestic demand fell. This also contributed to a reduction in trade openness. While in 1929 the combined share of exports and imports (trade openness) was 32.7% of the country’s GDP, in 1937 it was only 20%.[footnoteRef:59] At the same time, the import substitution measures had a beneficial effect on the balance of trade and on the balance of payments, and, as a matter of fact, even on the terms of trade. Indeed, the drastic restrictions on imports of consumer goods affected precisely those groups of goods for which world prices fell the least. The surge in consumer goods production, on the other hand, boosted the imports of raw materials and semi-finished products–such as, for example, cotton and yarn–whose prices on the world market fell the most during the crisis.[footnoteRef:60] The share of the latter in Hungarian imports was only 38% in 1913, rising to 60% in 1929 and 73% in 1937. Partly as a result of this, and partly as a result of price movements on the world market, the terms of trade, which had deteriorated sharply in the early years of the crisis, began to improve from the mid-1930s onwards, and roughly recovered to pre-crisis levels.[footnoteRef:61] [58:  Drabek: Foreign Trade Performance and Policy, 461.]  [59:  Marcus–Nikolič–Straumann: Economic Policy, 1918–1939, 202.]  [60:  Drabek: Foreign Trade Performance and Policy, 463.]  [61:  Berend T. Iván: Válságos évtizedek. A 20. század első fele közép- és kelet-európai történetének interpretációja. Budapest: Magvető, 1987. 326.] 

	During the crisis, the country’s traditional export markets became even more closed than before and exports fell sharply. In 1929, exports amounted to 1,038 million pengős, in 1933 to only 391 million pengős, and even in 1937 the figure only rose to 588 million pengős.[footnoteRef:62] Thus, in addition to curbing imports, Hungary’s governments were also keen to promote exports. With the introduction of state control over international payments and with state supervision being extended over foreign trade, the government’s options–as well as its responsibilities–only expanded. An official licence was required for all export and import transactions. In 1932–33, a surcharge system was introduced for exports, following the German model. The background of the measure was that the government wanted to stimulate exports, but did not want to devalue the pengő, as this would have increased the interest payments on foreign debt, which would have also been calculated in pengős. The export premiums introduced corresponded to a de facto devaluation of 20% to 50% against foreign currencies. [62:  A Magyar Gazdaságkutató Intézet gazdasági helyzetjelentése. 45. sz. Budapest: Magyar Gazdaságkutató Intézet, 1940. 9.] 

Some industries were able to adapt to external market needs, and some sectors within those industries achieved particularly good export performance. One of these sectors was the production of canned fruit and vegetables. Exports of canned food sold under the Globus brand increased, with exports of tomato paste in particular growing twenty-fold. In the other branches of industry, areas with advanced technology and export potential only emerged as isolated pockets of development. It was during the Great Depression that Hungary’s bauxite deposits began to be explored, and by 1937 half a million tonnes of bauxite were being mined annually. Much of this was exported to Germany. Already internationally important in the production of incandescent lamps, Egyesült Izzó Rt. (United Incandescent Ltd.) was a world leader in the development of krypton lights, but also ventured into new fields such as the production of radio tubes.[footnoteRef:63] Among the new and successful exports of the engineering industry was the electric motor train developed by Ganz. The world market share of Hungarian electrical engineering companies peaked during the crisis: their weight in this cutting-edge technological segment of the economy was 0.7% in 1929, 2.2% in 1933, and 1.7% in 1937.[footnoteRef:64] Another important export of Ganz & Co. was Jendrassik’s diesel locomotive, of which more than five hundred were exported until the outbreak of the war. In 1939, for example, two-thirds of Argentina’s railway locomotives were Hungarian-made.[footnoteRef:65] There were also important innovations in the pharmaceutical industry. [63:  Mária Hidvégi: Anschluss and den Weltmarkt: Ungarns elektrotechnische Leitunternehmen, 1867–1949. Göttingen: Vandenhoeck & Ruprecht, 2016. 195–197.]  [64:  Hidvégi: Anschluss and den Weltmarkt, 248–249.]  [65:  Hidvégi: Anschluss and den Weltmarkt, 254.] 

	Of course, these examples do not mean that most Hungarian industry was of such high standard, nor that these sectors dominated the country’s exports. Quite the contrary: the industrial development of the 1930s in Hungary was not so much the result of exports based on technological innovations but rather of import-substitution industrialisation, which gained new momentum during the crisis. Exports continued to be dominated by agricultural rather than industrial products.
	As in other countries in the region, the importance of clearing arrangements in foreign trade increased, which, in the space of just a few years, completely eclipsed trade transactions involving foreign exchange. In 1935, two thirds of Hungary’s foreign trade was conducted in this way; by 1938, this ratio increased to 85%.[footnoteRef:66] The essence of a clearing arrangement was that the two countries involved did not settle the value of their reciprocal deliveries on a continuous basis, but instead transferred only the difference in the annual balance. [66:  Berend–Ránki: Polen, Ungarn, Rumänien, Bulgarien und Albanien, 1914–1980, 815.] 

The direct economic involvement of the state became particularly pronounced in the context of the country’s increasingly close economic relations with Germany. This was due to the fact that from the mid-1930s onwards, Hungary found itself within a radically altered international political and economic force field, one in which Germany’s influence had significantly intensified. In the early days of the crisis Germany tried to limit agricultural imports from East-Central and South-East Europe. After Hitler came to power, Germany appeared to be more open to such imports, in line with its improving economic situation and the arms build-up. The Neuer Plan, announced in Germany in 1934, put the German foreign economy on a new footing by introducing centralised import control. This made it possible for Germany to conclude comprehensive bilateral agreements with the countries of South-Eastern Europe using clearing arrangements. Germany also used these agreements to achieve its foreign policy goals. In Germany’s “Greater Space Economy” (Großraumwirtschaft), the Südostraum or south-eastern region, which included Hungary, occupied an important place. It was in this spirit that the German-Hungarian trade agreement was concluded in early 1934 as the first of Germany's new type of clearing agreements and the one that later became a model for similar agreements negotiated with other countries in South-Eastern Europe.[footnoteRef:67] [67:  Ránki György: Hitel vagy piac. In: Ránki György: Mozgásterek, kényszerpályák. Budapest: Magvető, 1983. 341–382.; Ránki György: Gazdaság és külpolitika. A nagyhatalmak harca a délkelet-európai gazdasági hegemóniáért, 1919–1939. Budapest: Magvető, 1981. 249.] 

Under the agreement, the German government provided tariff reliefs and other concessions for the sale of Hungarian agricultural products in Germany, using a complex system of reimbursements, and also committed to purchasing significant quantities of grain, live animals, meat, and fat at prices above world market prices. In return, the German side received substantial tariff reductions for its industrial exports to Hungary in the context of the clearing arrangement. German-Hungarian trade expanded rapidly: In 1929 Germany’s share of Hungarian exports was 11.7%, rising to 24.1% in 1937, and 40% in 1938. This was complemented by German capital investment, which accounted for half of all foreign capital investment in Hungary before World War II. In the eyes of many contemporary observers, this was seen as Germany’s “sacrifice” to help the region.[footnoteRef:68] This in itself is an indication that these processes clearly strengthened Germany’s economic and political influence in Hungary and the wider South-Eastern European region. [68:  Aldcroft: Europe’s Third World, 122.] 



5. Hungary’s growth in international comparison

GDP per capita in Hungary grew by 2.5% in 1929, then declined by 2.2% in 1930 and by a further 4.8% in 1931. At the depth of the Great Depression in 1932, the contraction was 11.5% compared to four years earlier. After that, however, the reconstruction of the economy was relatively rapid. By 1935, GDP per capita had reached the previous peak of 1929, and–after a small decline in 1937–exceeded it by 7.2% in 1938 and by 14.6% in 1939.[footnoteRef:69] If we compare this growth trajectory with the countries of the narrower region, we see that Hungary was one of the most successful countries to emerge from the depression: by the end of the 1930s, Hungary’s economic performance–in terms of per capita output–was closer to that of Czechoslovakia, leaving Poland far behind (see Table 2).[footnoteRef:70] [69:  Tomka: Gazdasági növekedés, fogyasztás és életminőség, 267.; Maddison: The World Economy. Historical Statistics, 100.]  [70:  Morys: Economic Growth and Structural Change in Central, East and South-East Europe, 1918–1939. 169.; Angus Maddison: The World Economy: Historical Statistics. Paris: OECD, 2003. 100–101.] 

	A longer-term international comparison of Hungary’s growth trajectory provides an additional opportunity to characterise the impact of the crisis in a comprehensive way. To this end, it is quite enlightening to examine the evolution of economic convergence and divergence trajectories between Hungary and Western European countries. As for the background, we might note that at the end of the 19th century, per capita GDP in Hungary–based on its present territory–was only slightly more than half the average of 13 Western European countries, and lagged behind every single Western European country. In the early 20th century Hungary converged slightly with Western Europe, and this process reached its peak in the years before World War I. World War I and its economic consequences led to a more severe decline in Hungary than in most Western European countries, and this was reflected in the development of economic output ratios. But the boom came relatively quickly in Hungary, with per capita GDP reaching 57.1% of the Western European average by 1929. The crisis did not cause a disruption, as Hungary actually slightly surpassed this level on the eve of World War II: with a value of 58.3% in 1939, it almost returned to its pre-World War I level of relative economic development (see Table 2). If we also take into account the evolution of internal divergences in Western Europe and work with the standardised Hungarian data for the purposes of this exercise, the dynamics found will be slightly different from those presented above: Hungary came closest to Western Europe around 1890, but after that the trend reversed and by 1913 Hungary was lagging behind Western Europe even more than back in 1890. The standardised Hungarian data between 1920 and 1938 initially show a convergence, but as a result of increasing unification within Western Europe, this turned into a divergence. Thus, between the two World Wars there was no significant shift in this respect.[footnoteRef:71] [71:  Tomka: Gazdasági növekedés, fogyasztás és életminőség, 270.] 

When Hungary is compared to Austria, significantly different convergence and divergence trajectories are observed. Such a comparison may be justified by the fact that historically, Hungary and Austria formed an economic unit in varying forms and degrees over quite a long period. On the other hand, during the period between the two World Wars, when these close ties were severed, the two countries shared a similar political and economic heritage and had comparable endowments. Moreover, the two states are akin by virtue of their geographical location and size. After 1870, Hungarian economic output was slightly approaching that of Austria, reaching 60.3% of Austrian per capita output by 1890. It then remained at roughly the same relative level until World War I. However, the gap between the two neighbouring countries narrowed significantly between the two World Wars, and especially during and after the crisis. As a result, before World War II, Hungary’s per capita economic output increased to 74.6% of the Austrian level (see Table 3). This was the closest Hungary had ever come to Austria in this respect during the entire 20th century. This result also indicates that Hungary emerged from the Great Depression in a relatively favourable position.


6. Social and political impact of the crisis

The most immediate social impact of the crisis was a deterioration in the living conditions of the general population. Comprehensive data on the income situation of the agricultural population, the largest social group, are not available, but the trend is well illustrated by the evolution of the real value of daily wages for agricultural day labourers. Compared with 1929 levels, the real value of daily agricultural wages fell by 37.1% in 1934, the year of the lowest point, and was back to its previous level by 1939.[footnoteRef:72] At the same time, the social impact of declining real wages was exacerbated by the decline in job opportunities during the crisis. In 1935, the officially recorded proportion of unemployment and underemployment in agriculture was 10.3% and 20.1% of the total workforce in the sector, but it is important to note that this count was highly incomplete.[footnoteRef:73] Often those who found work could only work for shorter periods. [72:  Matolcsy Mátyás: Az életszínvonal alakulása Magyarországon., 1924-1944. Budapest: Magyar Ipari Munkatudományi Intézet, 1944. 35.]  [73:  Gunst Péter: A paraszti társadalom Magyarországon a két világháború között. Budapest: MTA Történettudományi Intézet, 1987. 62.; for alternative calculations, see Magyarország története. 8. kötet, 603.] 

	During the crisis, unemployment among industrial workers was particularly high. In 1929, 75,600 people were registered as unemployed in industry, while in 1933 the figure rose to 241,900. This was 36% of the pre-crisis workforce.[footnoteRef:74] Average workers’ earnings declined by 23% between 1929 and 1933.[footnoteRef:75] This, however, did not imply a proportionate decline in real terms. On the one hand, the decline in average earnings also reflected certain structural changes in the labour force – namely, the increasing share of unskilled and female workers. These latter categories of labour were over-represented in the light manufacturing sectors that were less affected by the crisis. On the other hand, the drop in food prices compensated for part of the decline in wage levels. According to trade union calculations, the cost of living for industrial workers at the depths of the crisis was actually 20% to 24% lower than back in 1929.[footnoteRef:76] Taking all of this into account, industrial wages fell by 5.4% between 1929 and 1933 in real terms.[footnoteRef:77] While this was true for those employed full time, unemployment and part-time employment led to a larger decline in the average income of households. [74:  Az 1929-33. évi világgazdasági válság hatása Magyarországon. Szerk.: Incze Miklós. Budapest: Akadémiai Kiadó, 1955. 333.]  [75:  Bányászat nélkül. A M. Kir. Kormány 1929. évi működéséről és az ország közállapotairól szóló jelentés és statisztikai évkönyv. Budapest: Athenaeum, 1931. 105.; A M. Kir. Kormány 1934. évi működéséről és az ország közállapotairól szóló jelentés és statisztikai évkönyv. Budapest: Athenaeum, 1936. 131.]  [76:  Borsányi György: Válságévek krónikája. Az 1929–1933-as gazdasági világválság hatása Magyarországon. Budapest: Kossuth, 1986. 27.]  [77:  Kádár Iván – Bedő Gyula – Falus Györgyné (szerk.): A munkásosztály helyzete a Horthy-rendszer idején. Budapest: Szikra, 1956. 223.] 

The crisis also eroded the living standards of the middle classes. The purchasing power of the incomes of artisans and retailers diminished, while civil servants were also affected by rising unemployment. The salaries of some public employees were cut by central measures, but it was only in the highest income brackets that the reduction of salaries significantly exceeded the decrease in the cost of living.[footnoteRef:78] At the end of 1931, the ratio of unemployed white-collar workers was about 10% to 12% of the corresponding group.[footnoteRef:79] [78:  Kovács I. Gábor: Az értelmiségikeresetek változása (1920-1975). In: Huszár Tibor (szerk.): Értelmiségiek, diplomások, szellemi munkások. Budapest: Kossuth, 1978. 227–238.]  [79:  Hajdú Tibor: Az értelmiség számszerű gyarapodásának következményei az első világháború előtt és után. Valóság, 24 (1981) 7. sz. 2–22.] 

The crisis led to a revival of mass political movements. The change was not so much in the number of political rallies or the number of participants, but rather in the radicalisation of the strikes and demonstrations, including the increased frequency of confrontations with law enforcement. In autumn 1929, 5,000 miners went on strike in Salgótarján and Pécs for four weeks. For the first time in ten years, the illegal communist party was able to mobilise a significant number of workers. (In the first half of 1930, first in Budapest and then in the countryside, unemployed masses demonstrated in many settlements demanding aid and work opportunities.) In 1930, for the first time since 1921, the Social Democratic Party organised a May Day march in Budapest with 10,000 to 15,000 participants, which was followed by several similar demonstrations in the following months. The political mobilisation that unfolded in the wake of the Great Depression also affected small and landed peasants, which manifested itself mainly in protest rallies and the formation of political groups. Although by no means was this a revolutionary situation, the developments were viewed with concern by a significant part of the ruling elite and the middle class, who had already experienced a major social upheaval a decade or more before that had threatened their very existence.[footnoteRef:80] [80:  Magyarország története. 8. kötet.] 

In Hungary, as in many other countries, the crisis brought about a transformation in the relationship between society and the state. There was a growing perception in political thinking and in the wider public opinion that economic and social problems could be solved by increasing the involvement–and therefore the powers–of the state. The changes were driven to a large extent by the international environment: the spill-over effect of the authoritarian regimes in the neighbouring states, and later the Italian and German dictatorships.[footnoteRef:81] [81:  Ránki György: Állam és társadalom a két világháború közötti Közép-Kelet-Európában. Budapest: MTA Történettudományi Intézet, 1986. 17.] 

The deepening economic crisis and the intensifying political mobilisation in its wake, coupled with the broad ideological changes indicated, posed a challenge to Prime Minister István Bethlen and his regime, which had primarily pursued political consolidation in the 1920s. Bethlen established and maintained a parliamentary system with authoritarian elements for a decade after 1921. This system was based to a large extent on restrictions on political participation and political mobilisation, the most prominent of which were limited suffrage and the open ballot system used outside the big cities.[footnoteRef:82] [82:  Gyáni Gábor: Politikai rendszer és választói magatartás. In: Gyáni Gábor – Kövér György: Magyarország társadalomtörténete a reformkortól a második világháborúig. Budapest: Osiris, 1998. 332–342.] 

During his premiership, Bethlen relied on his dominance over the ruling party, the Unity Party (Egységes Párt), often through informal means. During the crisis, Bethlen was able to keep his system of government running for a while, but more and more people within the political elite were inclined to believe that the system established by Prime Minister István Bethlen and operated for a decade was not capable of dealing with the consequences of the economic and social crisis. Within the United Party, rifts soon developed that Bethlen could no longer bridge.[footnoteRef:83] [83:  Romsics Ignác: Bethlen István – Politikai életrajz. Budapest: Helikon, 2019.] 

Following Bethlen’s resignation in August 1931, Gyula Károlyi became prime minister. His one-year rule had not yet brought significant changes to the political system. The turning point was the autumn of 1932, when Gyula Gömbös came to power. Gömbös was a prominent figure in the post-1919 counter-revolution. Initially, he was the leader of a far-right military organisation, the Hungarian National Defence Association (Magyar Országos Véderő Egyesület; MOVE). Between 1923 and 1928, he was the head of the Hungarian National Independence Party (Magyar Nemzeti Függetlenségi Párt), an opposition party also known as the Party of Racial Defence (Fajvédő Párt). Eventually, he crossed the aisle and joined the governing party. Gömbös’s premiership brought a whole range of previously marginal far-right politicians to prominent positions.[footnoteRef:84] [84:  Vonyó József: Gömbös kormánypártjának ideológiája és programja. Századok, 145 (2011) 1. sz. 3–38.; Vonyó József: Gömbös Gyula és a hatalom. Egy politikussá lett katonatiszt. Pécs: Kronosz Kiadó, 2018. 186–280.] 

He held overtly racist views, and his goal was an Italian-style corporatist reorganisation of society with severe restrictions on political rights and freedoms. Initially, he was forced to make considerable compromises, as the governing party–now renamed the National Unity Party (Nemzeti Egység Pártja)–remained under the control of Bethlen. In the years that followed, Gömbös fought constantly within his party to implement his plans. In 1935, he succeeded in dissolving parliament and calling early elections, which changed the composition of the parliamentary faction of the National Unity Party: the extreme right was greatly strengthened and came under the control of Gömbös. The dualism of power that had prevented a radical transformation of the political system was abolished: Bethlen left the party and his supporters were now a minority within the parliamentary group.[footnoteRef:85] [85:  Püski Levente: Magyarország politikai berendezkedése a két világháború között. Korunk, 23. évf. (2012) 11. sz. 22–23.] 

Gömbös then set about implementing his ideas with great vigour, in particular the creation of a mass party and an accompanying mass movement that would encompass not only political life but also the social, economic, and cultural spheres. In his programme, great emphasis was placed on the creation of a “national community” based on a “unified Hungarian world view”. He placed emphasis on the protection of private property, but promised to eliminate the harmful phenomena of capitalism. Meanwhile, he also aimed to integrate the working class into what he called the “national society”. Gömbös presented himself as a charismatic strongman leader, and his supporters wanted to put the principle of dictatorial leadership into practice. Overall, he aimed to achieve rule by decree by curtailing the powers of parliament; essentially, his goal was to create a dictatorship.
The governor, Miklós Horthy, was suspicious of Gömbös’s dictatorial aspirations and his many domestic policy initiatives, such as his attempts to curb the system of large estates. By the spring of 1936, Gömbös’s efforts had foundered, and his illness and death ended his attempt to transform the constitutional system. Thus, during Gömbös’s premiership, there was a significant shift in political relations in favour of the extreme right, but no dictatorial turn took place just yet.
However, the trend towards political realignment continued after his death. The change that proved to have the greatest impact was the one in the structure of the political party system.[footnoteRef:86] The political mobilisation mentioned above led to the formation of new parties and political organisations, but also to major internal movements within the ruling party. By the mid-1930s, the extreme right-wing tendencies had clearly gained strength and were seeking a radical transformation of the political and social system. They aimed at the elimination of political pluralism, thus reducing civil liberties and freedoms, and severely limiting the role of parliament. Much in line with Gömbös’s earlier plans, they wanted to create a corporatist regime.[footnoteRef:87] [86:  Püski Levente: A Horthy-rendszer (1919–1945). Budapest: Pannonica, 2006. 265.]  [87:  Püski Levente: Magyarország politikai berendezkedése a két világháború között, 22–23.] 

One of the signs was that in the mid-1930s, Hungary saw the emergence of a fascist mass party–the Party of National Will (Nemzet Akaratának Pártja)–under the leadership of Ferenc Szálasi. However, several other far-right parties–such as the National Socialist Hungarian Workers' Party (Nemzetiszocialista Magyar Munkáspárt) and the Socialist Party for Racial Defence (Fajvédő Szocialista Párt)–were also active and growing in influence.[footnoteRef:88] At the end of 1937, the Hungarian National Socialist Party (Magyar Nemzeti Szocialista Párt) was formed from the merger of several parties, which–as its name readily reveals–adopted the programme of the NSDAP almost in its entirety. The governments of the second half of the 1930s tried to suppress these movements and parties for a time by banning them and imprisoning their leaders: even Szálasi himself was imprisoned.[footnoteRef:89] But the shift to the right was continual even in government policy. Among the countless signs of this, the antisemitic laws of the late 1930s should be highlighted.[footnoteRef:90] [88:  Paksa Rudolf: Szélsőjobboldali mozgalmak az 1930-as években. In: Romsics Ignác (szerk.): A magyar jobboldali hagyomány, 1900–1948. Budapest: Osiris, 2009. 275–304.]  [89:  Paksa Rudolf: Magyar nemzetiszocialisták. Az 1930-as évek új szélsőjobboldali mozgalma, pártjai, politikusai, sajtója. Budapest: Osiris, 2013. 104–120.]  [90:  Ungváry Krisztián: A Horthy-rendszer és antiszemitizmusának mérlege. Diszkrimináció és társadalompolitika Magyarországon, 1919–1944. Pécs: Jelenkor, 2016.] 

Although in 1937–38 the conservative forces succeeded in strengthening the powers of the governor under the banner of protecting the constitution, the introduction of a comprehensive election system by secret ballot could no longer be avoided – which, in the given political context, actually favoured the extreme right. In the elections of May 1939, the moderate conservatives–and even the former supporters Gömbös–were crowded out from the governing party, which was renamed once again – this time as the Party of Hungarian Life (Magyar Élet Pártja). Replacing the moderate conservatives, various groups on the far right took the lead. Meanwhile, the opposition was dominated by the National Socialist parties.[footnoteRef:91] [91:  Romsics Ignác: Magyarország története a XX. században. Budapest: Osiris, 2010.] 

The late 1930s saw further significant structural and institutional changes in the Hungarian political system, such as the extension of Horthy’s powers as governor. These were partly aimed at curbing extremist parties, but overall they led to the almost complete elimination of the controlling role of parliament. While in the period of the Great Depression the Hungarian system of state and government could be considered a parliamentary system with authoritarian elements–or, according to alternative assessments, a system of hegemonic party authoritarianism–after 1939 the political system was fully authoritarian.[footnoteRef:92] [92:  Püski: Magyarország politikai berendezkedése a két világháború között, 25.] 

The change in the relationship between state and society and the expansion of the powers and functions of the state were also reflected in the intersection of economics and politics: social policy. After World War I, the Hungarian welfare system was characterised by a strong dualism. Although the first social security laws appeared in Hungary relatively early by international standards, in the late 19th and early 20th centuries, they–like the corresponding measures in most European countries–only provided social rights for workers employed in large industries, while state employees received pensions and other social benefits through special schemes.[footnoteRef:93] These groups had access to relatively high levels of social benefits. In contrast, the social rights of the agricultural population, who made up the majority of the population, remained marginal. The development of public health, which had already led to significant results in the villages since the 1920s–especially in terms of substantially reducing mortality–showed a somewhat different picture. [93:  Dorottya Szikra – Béla Tomka: Social Policy in East Central Europe: Major Trends in the 20th Century. In: Alfio Cerami – Peter Vanhuysee (eds.): Post-Communist Welfare Pathways: Theorizing Social Policy Transformations in Central and Eastern Europe. Basingstoke: Palgrave Macmillan, 2009. 17–34.] 

From the mid-1930s, another wave of changes swept through the system. On the one hand, the social rights of industrial workers were further increased from this period onwards, and on the other hand, welfare systems slowly began to open up to the agrarian population. In 1937, the eight-hour working day was introduced in industry and the minimum wage was differentiated by occupation. It was also the time when paid leave was introduced in industry. Six days of paid leave per year were granted to industrial workers who had worked in the same job for at least one year without interruption. The number of paid days of absence increased with further years of seniority. In practice, however, this provision affected only a small number of industrial workers–some estimates put the number at around one tenth of the total, or 60,000–because only that many had worked continuously for the same company for at least a year.[footnoteRef:94] A further welfare measure introduced in 1938 was the so-called family wage, which provided industrial workers with a monthly education allowance of 5 pengős per child, which amounted to roughly 55% of the average wage. Some of these welfare measures, however, remained in place for only a short time, because in the autumn of 1939–when World War II broke out–both the eight-hour working day and the paid leave provisions were suspended. Nevertheless, they unquestionably pointed the way toward future developments. [94:  Gyáni Gábor: A szociálpolitika múltja Magyarországon. Budapest: MTA Történettudományi Intézet, 1994.] 

Farm servants and some agricultural workers were already guaranteed accident insurance by law, and in 1939 coverage was also extended to all agricultural workers. Old-age and widows’ pension insurance for agricultural workers was introduced in 1938 and 1939. An old-age pension, similar in its benefits to the industrial workers’ pension scheme, was introduced for agricultural workers over the age of sixty-five. The scheme included a 15 year waiting period, that is, it was to be first implemented for the cohort that still had at least 15 years to contribute to the social insurance scheme. The amount of the pension was also adjusted to that provided for in the insurance scheme for industrial and commercial employees.[footnoteRef:95] At the same time, from the end of the 1930s, tendencies towards ethnicization and discrimination against the Jewish population also appeared in social policy.[footnoteRef:96] [95:  Tomka Béla: Szociálpolitika a 20. századi Magyarországon európai perspektívában. Budapest: Századvég, 2003. 83–84.]  [96:  Ungváry: A Horthy-rendszer és antiszemitizmusának mérlege.] 



7. Summary

The Great Depression interrupted the relatively successful period of growth that Hungary was going through post-World War I. The growth of the 1920s relied heavily on the import of foreign capital, and was marked by import-substitution industrialisation. The first sector to be hit by the crisis was agriculture, where it manifested itself not in a decline in production but in the falling prices of agricultural products and, hence, in lower incomes for producers. The opening of the agricultural price scissors in the first half of the 1930s, and the sharp contraction of export opportunities, further aggravated the situation of the agricultural producers. In contrast, the crisis brought about a sharp decline in industrial production: at its lowest point in 1932, industrial output was down by about a quarter as compared to 1929 levels. After the financial crisis that unfolded in 1931, capital imports came to a halt. The tertiary sector, in essence, experienced stagnation during this period.
	Governments sought to alleviate the crisis through vigorous state intervention. Assistance to farmers took many forms and included, in particular, direct financial support, price regulation, debt rescheduling, granting a monopoly to newly established, fully or partially state-owned entities as the sole authorised purchaser of specific crops, and the promotion of agricultural exports through financial support. Support for industry was, first and foremost, a matter of economic nationalism: in order to protect the market, customs tariffs, which were not low to begin with, were raised even further, and quotas were introduced to discourage imports of foreign manufactured goods. This gave a new impetus to the import-substitution industrialisation that had already been prevalent in the 1920s.
From 1931, particularly drastic measures were taken to combat the financial crisis, which then affected the entire economic policy arsenal of the state for the rest of the decade. To prevent a financial collapse, a transfer moratorium was declared and a fully-fledged system of exchange controls was swiftly established. This brought international financial relations and foreign trade under full state control. The change helped to bring about a complete reorientation of Hungary’s foreign trade from the mid-1930s onwards, as a result of which Germany gained a dominant position in Hungary’s foreign economic relations. On the one hand, this reorientation was the result of economic necessity, as Germany was the country most open to Hungarian agricultural products. On the other hand, it was very much in line with Hungarian revisionist foreign policy ambitions, which encouraged cooperation with Germany, another country seeking to change the international status quo.
	During the crisis, the Hungarian economy also underwent beneficial adjustment processes, partly as a result of government interventions and partly independently of them. Among these, it is essential to highlight certain structural changes that were significant even by international standards. Specifically, we observe an increase in the share of sectors generating higher added value on the one hand, and a shift towards more profitable activities within each sector on the other. Agriculture did show some innovation, but it was outpaced by industry and services, where innovation was much stronger.
Overall, our results on the depth of the economic crisis in Hungary differ in several respects from the views that have dominated the literature thus far. Applying several types and methods of comparisons, we have found that in terms of its economic performance in the period of the Great Depression, Hungary was among the better performers by international standards.
Nevertheless, the crisis had a significant social impact and catalysed broad political changes. First and foremost, it contributed to political mobilisation, which brought with it–in several stages–the strengthening of the far right. The main mediator of this was the transformation of the party system. This impact of the crisis was linked to the characteristics of Hungarian political culture between the two World Wars. The revolutions after World War I discredited liberalism and the political left, and the country’s defeat in the war strengthened revisionist aspirations. This was accompanied by the rise of extreme anti-liberal or outright fascist and/or national socialist political currents in Central Europe from the mid-1930s onwards, which had a profound demonstration effect. As a result, the limited parliamentarism that had developed in Hungary in the early 1920s gradually eroded, and from 1939 onwards the political system could be considered an autocracy. In other words, the crisis in Hungary was somewhat milder and the recovery was faster than in most European countries. Nevertheless, while–in line with general trends in Central Europe–the crisis certainly contributed to the decline of democracy, it was far from being the sole, or even most important, factor of that decline.
Table 1. Customs tariffs on processed industrial goods in European countries, 1913–1931
(expressed as a percentage of the value of the goods)

	
	1913
	1925
	1931

	Hungary
	18
	27
	42.6

	Poland
	
	32
	52

	Czechoslovakia
	18
	27
	36.5

	Bulgaria
	
	
	90

	Romania
	
	
	55

	Germany
	13
	20
	18.3

	United Kingdom
	0
	5
	

	France
	20
	21
	29

	Netherlands
	4
	6
	

	Belgium
	9
	15
	13

	Austria
	18
	16
	27.7

	Switzerland
	9
	14
	22

	Sweden
	20
	16
	23.5

	Denmark
	14
	10
	

	Italy
	18
	22
	41.8



Notes: The data are simple unweighted averages, except for the 1902 figures in brackets, which are weighted according to the export composition of the United Kingdom.
Sources: Ronald Findlay – Kevin H. O’Rourke: Power and Plenty: Trade, War, and the World Economy in the Second Millenium. Princeton: Princeton University Press, 2007. 494. (Europe 1913, 1925); Heinrich Liepmann: Tariff levels and the economic unity of Europe: An examination of tariff policy, export movements and the economic integration of Europe, 1913-1931. London: Allen & Unwin, 1938. 413. (Europe 1931); League of Nations: Tariff Level Indices. Economic and Financial Section, 1927.II.34. Documentation for the International Economic Conference. Geneva: League of Nations, 1927.


Table 2. Trends in gross domestic product per capita
in Hungary and East-Central European countries, 1913–1938
(in 1990 Geary-Khamis international dollars)

	
	1913
	1921
	1929
	1938
	Growth
1929–1938 (%)

	Hungary
	2,098
	1,709
	2,476
	2,655
	7.2

	Czechoslovakia
	2,096
	2,085
	3,042
	2,882
	-5.3

	Poland
	1,739
	n/a
	2,117
	2,182
	3.0

	Bulgaria
	1,137
	1,000
	1,285
	1,499
	16.6

	Yugoslavia
	973
	959
	1,256
	1,249
	-0.6



Notes: For Czechoslovakia, the data are given for 1937 (instead of 1938); for Hungary, the data are given for 1920 (instead of 1921).
Sources: Compiled by the author on the basis of the following sources: Angus Maddison: The World Economy: Historical Statistics. Paris: OECD, 2003. 100–101. (1913–1939 data for Czechoslovakia, Hungary, and Poland); Matthias Morys: Economic Growth and Structural Change in Central, East and South-East Europe, 1918–1939. In: Matthias Morys (ed.): The Economic History of Central, East and South-East Europe: 1800 to the Present. London – New York: Routledge, 2021. 169. (1913–1938 data for Bulgaria and Yugoslavia).


Table 3. Trends in gross domestic product per capita in Hungary
in international comparison, 1890–2005
(in 1990 Geary-Khamis international dollars)

	
	1890
	1900
	1910
	1913
	1920
	1929
	1930
	1938
	1939

	Hungary
	1,473
	1,682
	2,000
	2,098
	1,709
	2,476
	2,404
	2,655
	2,838

	Western Europe (average)
	2,535
	2,910
	3,269
	3,474
	3,247
	4,336
	4,301
	4,667
	4,867

	Hungary/Western Europe (average) x 100
	58.1
	57.8
	61.2
	60.4
	52.6
	57.1
	55.9
	56.9
	58.3

	Hungary/Austria x 100
	60.3
	58.4
	60.8
	60.5
	70.9
	66.9
	67.0
	74.6
	69.3



Notes: Western Europe: the United Kingdom, France, the Netherlands, Belgium, Ireland, Germany, Austria, Switzerland, Sweden, Denmark, Norway, Finland, and Italy. For Ireland, 1913 and 1921 data were used (instead of 1910 and 1920).
Sources: Compiled by the author on the basis of the following sources: Angus Maddison: Monitoring the World Economy, 1820–1992. Paris: OECD, 1995. 194–195. (1890–1939 data for Germany), 198. (1890–1900 data for Ireland).; Angus Maddison: The World Economy. Historical Statistics. Paris: OECD, 2003. 60–61. (1890–1913 data for Austria, Belgium, Denmark, Finland, France, Italy, the Netherlands, Norway, Sweden, Switzerland, and the United Kingdom), 62–63. (1920–1939 data for Austria, Belgium, Denmark, Finland, France, Italy, the Netherlands, Norway, Sweden, Switzerland, and the United Kingdom), 67–69. (1913–1939 data for Ireland), 100–101. (1890–1939 data for Hungary).
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