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The Social Opposition: 
Labour in Post-Communist Hungary 

Sandor Agocs 

This essay aims to re-examine the development of the labour movement in post-
Communist Hungary from 1990 to 1994. In contrast to the rather narrow 
source-base of most work on the subject published in English, this study draws 
upon a full range of Hungarian sources: on newspaper reports and commentaries, 
as well as on interviews with union leaders, activists and Hungarian social 
scientists. It also relies on personal observations that the author made during 
extended stays in Hungary. Since the collapse of the Communist regime in 1990 
left virtually all of Hungary's industrial enterprises in state hands, the role, as 
earlier studies appearing in English have observed, government played in labour-
relations was overwhelming. The government was then the nation's chief 
employer. The state was also responsible for universal health care and old age 
pensions. Since labour committed itself to maintain these benefits, our descrip-
tion of the fate of the labour movement in post-Communist Hungary must 
necessarily present — unlike the bargaining process that takes place in the West 
— a confrontation between government and labour that involves larger issues 
than the interests of union members (i.e. wages and working conditions), issues 
that affect the wellbeing of the entire population. 

After 1989 unemployment fast became one of labour's greatest concerns. 
Virtually unknown under Communist rule, it began to grow by leaps and bounds 
after the change of regime and had risen to nearly 14% of the active labour force 
by January 1993.1 This development created very serious problems for the 
government. The sudden need to build a social safety net for the newly unem-
ployed more or less from scratch caused massive hemorrhaging in a state budget 
already burdened by huge deficits. As for the workers, the impact of the 
avalanche of unemployment was devastating. In a remarkable series of articles 
published in the daily Pesti Hirlap during the Spring of 1991, Andras Rozsa 
surveyed the workers' attitudes. The refrain of their statements was fear. They 
feared losing their jobs and were worried about not being able to support their 
families. They were reluctant to talk to journalists. "If you open your mouth 
you'll find yourself on the street." And after "they" kick you out, you had still 



better be quiet if you. don't want "the relatives who work in the plant to get into 
trouble." This mind-numbing, totalitarianoid fear appeared to be the basic 
determinant of the labour-management relationship in democratic Hungary. The 
perception of "us" (the workers) and "them" (the managers) whose interests were 
in conflict had existed already in the Communist era. But now the managers 
acquired even greater power of intimidation as they implemented the drastic 
reduction of the labour force.2 

A public opinion survey revealed that by the end of 1992 unemployment was 
generally considered the country's most important social problem. What made 
the situation especially aggravating for people was that they felt they could not 
depend on the organizations of labour to protect their interests. When asked by 
Rozsa and other journalists about the unions, the workers gave responses like 
"they do nothing but collect dues," and "they don't care about us." This popular 
mistrust was demonstrated by the fact that in a Gallup survey done in June 1991 
the unions came in last among the social and political institutions "that work for 
the people's well-being," scoring 35 out of a potential 100. The churches were 
judged the most useful, with a score of 60. Because of this crisis of reprosenta-
tive institutions — to quote Laszlo Lengyel, an economist and social commenta-
tor — "the worker was not in a bargaining position."3 

Labour leader Sandor Nagy complained of fragmentation. "There is no 
solidarity among the workers," he said, "only individual survival strategies; yet 
only through joint action can the employees hope to defend their interests." This 
indifference toward "joint action" and the unions was in part a residue of the 
Hungarian workers' experience with the labour movement under the Communist 
regime. The union had then been a tool of the Party's policies; a "transmission 
belt" of its power. When the Communist era ended, Nagy was the head of the 
National Council of Trade LTnions (Szakszervezetek Orszagos Tanacsa, SZOT), 
the monolithic organization into which the regime had herded all the unions. 
SZOT's real purpose was clearly shown by the fact that Nagy was also a member 
of the Party's Central Committee. The organizations of labour served the Party 
more than they served the workers. Rudolf L. Tokes was not far from the truth 
when he wrote that while the Communists were in power, the unions "did many 
things, but failed to represent their members' interests at the places of work." 

But those "many things" — subsidized cultural activities, organized 
holidays and mortgages at low rates of interest — were fast becoming things of 
the past by 1991. The unions tried to ease the pain caused by runaway inflation 
by buying consumer goods, from panty-hose to milk and meat, wholesale and 
reselling them to members at cost. But labour now faced massive, permanent 
layoffs, something they had never experienced during the Communist regime, 
when a job had been everybody's for the taking. And the unions seemed unable 
to do anything about this crisis.4 



Labour's Fragmentation and Infighting Draws Public Anger 

The collapse of the Communist system left the Hungarian labour movement 
divided against itself. In 1991 there were seven major union groupings in the 
country: 

1. Magyar Szakszervezetek Orszagos Szdvetsege: Hungarian Confederation 
of Trade Unions (MSZOSZ). 

2. Autonom Szakszervezetek Orszagos Koordinacioja: National Coordina-
tion of Autonomous Trade Unions (AUTONOMOK). 

3. Szakszervezetek Egyiittmukodesi Foruma: Trade Union Cooperation 
Forum (SZEF). 

4. Ertelmisegi Szakszervezeti Tomoriiles: Intellectual Workers' Alliance 
(ESZT). 

5. Munkastandcsok Orszagos Szdvetsege: National Federation of Wor-
kers' Councils (MOSZ). 

6. Szolidaritas Szakszervezeti Munkasszovetseg: Solidarity Workers' Trade 
Union Federation (SZOLIDARITAS). 

7. Fiiggetlen Szakszervezetek Demokratikus Ligaja: Democratic League of 
Independent Trade Unions (LIGA). 

This division was rooted in the conditions of the waning years of 
Communist rule. During the late 1980s "alternative," dissident organizations 
increasingly challenged the monopoly position of SZOT. By 1988, since it could 
not successfully fight them, SZOT had joined the alternative unions in attacking 
the Communist Party and the government, and thus became instrumental in the 
regime's collapse. In March 1990 SZOT held its 26th and last Congress, which 
declared itself the "founding congress" of MSZOSZ. The election of Sandor 
Nagy as the president of the new organization was met with thundering applause 
by the delegates. He had made himself popular among union members by 
standing up to the Communist government. Nagy eventually resigned from the 
Party's Central Committee and attempted to turn the unions into real advocates 
of the workers' interests. In doing so he drew upon himself the ire of conserva-
tives within the Party. But these actions did not save MSZOSZ from being 
labelled "Communist" later on, and attacked on the grounds of its questionable 
legitimacy. 

MSZOSZ, facing intense competition from the other unions, looked like 
a wounded giant in 1990. The organization still claimed 2.5 million members, 



about half the country's labour force. Its members were spread over the occupa-
tional spectrum, but in certain occupational areas MSZOSZ faced extinction. 
Some of the old SZOT's branches refused to join its successor and established 
themselves as separate federations. AUTONOMOK, one such organization, 
claimed a membership of 350,000. Employees of the various lines of the 
chemical industry provided the largest part of its membership, but AUTONOM-
OK had branch organizations in the public services as well, such as transporta-
tion and energy. SZEF, another federation that was born out of the breakup of 
SZOT, in 1990 claimed 708,000 members. Almost all of them were public 
sector employees, such as educators, administrative, health and social care 
employees. ESZT, with a membership of 100,000, gathered together those 
working in higher education and scientific research. 

Three other union groupings had emerged as "alternative" organizations of 
labour during the waning days of the Communist regime. M O S Z was at first the 
factory extension of the Hungarian Democratic Forum (MDF), the party that 
became the leading force of the first democratic government. After the 1990 
elections, MOSZ declared itself independent, but the attempt to break out of the 
MDF's orbit was never fully successful and became a source of conflict within 
the federation's leadership. MOSZ's membership, about 100,000, came chiefly 
from among factory workers. SZOLIDARITAS, another new union, also carried 
the word "worker" in its name, claiming that its 230,000 members included not 
only industrial, but also agricultural and intellectual "workers." LIGA, the 
seventh of the union configurations, was born and remained a die-hard opponent 
of SZOT and its successor MSZOSZ, advertising itself as "the other union." 
LIGA claimed that two-thirds of its 100,000 members came from blue-collar 
occupations. In its locals and regional organizations, however, intellectuals, 
especially teachers, played an important role.5 

The need for coordination among these ideologically diverse and competing 
federations of labour was obvious. However, an important and widely-publicized 
attempt to bring them together in "round table" talks collapsed in January 1991. 
Commentaries in the newspapers and especially union members' "letters to the 
editor" sized up the situation as a clear sign of the unions' inability to come to 
terms with a situation that demanded joint action. To these critical voices the 
President of the Republic Arpad Goncz added his. The grandfatherly President 
— Uncle Arpi, as he was nicknamed — who consistently showed up first among 
public figures in popularity polls, offered to mediate in the "suicidal" conflict 
among the federations. If it continued, he said, it would lead not only to the 
disintegration of the labour movement, but would threaten even the country's 
political stability. President Goncz received delegations from the various 
federations. Aware of a growing "existential fear" among the population, he was 
to remind the congress of LIGA that the unions have to be "instruments of social 
conscience."6 



MSZOSZ Takes on the Government 

In line with the President's perception of the role that the unions should play, 
MSZOSZ increasingly adopted a militant stance, assuming the role of a "social 
opposition" and challenging "the current power structure," which according to 
the union, was carrying out policies "contrary to the interests of working 
people." On June 3, 1991 MSZOSZ initiated a discussion with the government 
in order to "reduce social tensions." Its delegation, led by Sandor Nagy, brought 
a nine-point program to the table. Aside from guaranteeing jobs to young people 
at the beginning of their working careers, the union demanded that the govern-
ment deal with several aspects of unemployment and job security, that a voice be 
given to employees and their organizations in the privatization process, shares 
for them in the privatized enterprises, and severance pay if they should lose their 
jobs. The union also demanded that the government work out a "social package" 
addressing the problems of low-income families, and that it raise minimum 
wages across the country.7 

After the first discussions, the union omitted demands such as a govern-
ment guarantee of jobs for young people and the shortening of the work week, 
which the government proved unwilling to consider. As for the remaining six 
demands, Gyula Kiss, the Labour Minister, and Gyorgy Schamschula, the State 
Secretary of the Ministry, played out something of a "good cop-bad cop" routine. 
The Minister said that MSZOSZ was "banging on open doors" with its demands; 
that there was an "agreement of intentions" between the government and the 
union. The only disagreement was about timing. But when the union pressed 
for a schedule of the measures to be introduced, and also for details, Scham-
schula snapped that in "high-level negotiations like these, it is not appropriate to 
work out the details." MSZOSZ, he said, did not want an agreement, "but a 
confrontation" between its members and the power of the state, "and that will 
end with the little guys losing."8 The conflict continued to escalate. On June 8, 
MSZOSZ declared that the government had offered nothing but obscure prom-
ises, and organized a strike committee. It called for a two-hour nation-wide 
"warning strike" on June 13 if an agreement had not been reached by then.9 

The First Trial of Strength: A Call for a General Strike 

The threat of a general strike brought on an angry reaction from the government. 
Its spokesmen cried "blackmail" and they repeated the government's position 
over and over again: "Steps which will create social tension, and which lead to 
organizing strikes and demonstrations endanger the country's stability as well as 
investments both of internal and foreign origin, thereby threatening the living 
standards of the population. Especially now, at the beginning of the tourist 
season, it is important that Hungary appear an attractive and safe country to the 
world." To this Mihaly Kupa, the Minister of Finance, added a strong warning 



about the dire consequences of further deficits. Yet in the next breath he 
contradicted himself and made it known that 15 billion forints (about US $200 
million) would be allocated for social projects over and above the sums origi-
nally planned. One hand waving the stick and the other holding out the carrot? 
The government announced its willingness to continue negotiating, and suggested 
in fact that it was carrying on parallel negotiations with the two "alternative" 
federations: LIGA and MOSZ.10 

The government's success in playing up one segment of the labour move-
ment against another was strongly suggested by these two federations' rejection 
of the MSZOSZ strike call. The central leadership of MOSZ condemned the 
call, suggesting that MSZOSZ was attempting to get a "separate deal." This 
accusation was not without irony given the fact that MOSZ apparently agreed to 
participate in separate negotiations with the government at the time. In fact, this 
federation assumed positions almost identical to those of the government. In 
rejecting the strike call, their communique talked of "blackmail" and the "danger 
to social peace," as well as the economic damage caused by the strike threat, 
since it would scare away foreign investment." 

LIGA also announced that it would conduct separate negotiations with the 
government and presented a list of "themes." These gave the impression of an 
essentially watered-down, less costly version of the MSZOSZ demands. LIGA 
called for a meeting of all the federations to reconcile their positions. At the 
same time it condemned the strike call, since it broke up the "unity of the labour 
movement." Csaba Ory, one of LIGA's leaders, said that the strike call had 
created a dangerous situation, bringing a "hysterical union" into conflict with "a 
government policy very insensitive to social issues." "The country is not in the 
mood for a strike," he declared.12 

The leadership of MSZOSZ was claiming just the opposite, arguing that 
their membership supported the use of the strike weapon. "We have surveyed 
the mood carefully" said Sandor Nagy after touring union locals across the 
country. But on June 10, when he announced this, he conceded that only 220 of 
his 400 construction industry locals had responded so far to the strike call, and 
only 170 of them had approved it. Nagy presented the 170 approving votes as a 
positive sign: but they clearly showed that the support among the locals was 
much less than total. 

The Union Locals Cooperate 

The strike call went out in the West Hungarian town of Szekesfehervar. How 
poignant all this was: spokesmen outlining the government's position about the 
strike also announced that the last Soviet soldier would leave the country within 
a month. In Szekesfehervar, where a Soviet armoured division had been based 
square in the middle of town since 1945, this newly-won freedom had to be 
demonstrated. On June 6 people carrying large placards and chanting anti-



government slogans marched across town and held a protest meeting. It was 
significant that the call for the demonstration had been issued by the local 
leadership of both MSZOSZ and LIGA, usually bitter opponents. A letter sent 
to Prime Minister Jozsef Antall, complaining about rising unemployment, carried 
the signatures of both of these organizations. Even the Szekesfehervar locals of 
MOSZ signed it, although they later announced that they would not support the 
strike.13 

The strike call, once set in motion, created a dynamism of its own, which did 
not necessarily coincide with the aims of the central union leadership. One 
cannot say that the eventual coming together of labour was a direct result of 
what happened in places like Szekesfehervar; yet these events, showing the 
members' inclination toward coordinated action, pushed the leaders of the 
federations toward cooperation. On June 12, the day before the MSZOSZ strike 
date, the government spokesmen were still speaking of holding separate talks 
with the "independents" MOSZ and LIGA. But on the same day six of the 
federations — with SZOLEDARITAS absent — worked out and signed a joint 
statement which was not far in content from MSZOSZ's six-point list of de-
mands. President Goncz, who had invited the labour leaders for a talk the 
previous day, might have had something to do with the surprise agreement. At 
the same time, the National Association of Entrepreneurs issued a statement 
urging a "much greater willingness to negotiate" not only on the part of the 
unions, but the government as well.14 

The government did indeed show "much greater willingness to negotiate" 
when it faced a united front of six labour federations. As a result, an agreement 
was reached on the evening of June 12, just about twelve hours before the strike 
was to begin. LIGA made what looked like a last attempt to steal MSZOSZ's 
show, by inviting the other federations to a meeting with the government to be 
held the following day. The government, which delegated a deputy secretary of 
state to conclude and sign the agreement with MSZOSZ, sent Laszlo Surjan, the 
Welfare Minister, to the meeting with LIGA. But by an ironic turn of events, 
what Surjan did was to announce the agreement signed by MSZOSZ in the name 
of six federations, including LIGA. In the deal the government promised action 
aimed at giving a say to the employees' organizations in the privatization 
process; to use some of the money gained from privatization for job creation; to 
secure severance pay to those who lost their jobs; and to address other issues 
involving the minimum wage and the living conditions of low-income families. 
The MSZOSZ strike committee, claiming victory, thanked the other federations 
for their support and goodwill. Even so, Csaba Ory, the Vice President of 
LIGA, showed everything but goodwill. On the day the agreement was signed, 
he declared it MSZOSZ's "attempt to escape" the problem of its illegitimacy. 
The strike call, he said, "had done more damage than good."15 



The Conflict among Labour Federations Continues 

The June 12 agreement, which, according to MSZOSZ added 5 billion forints to 
the employees' incomes in one way or another, brought the federations together 
but did not bridge the differences between them. Continuing internal struggles 
within the leadership of MOSZ led to the disengagement of this federation from 
another agreement reached on June 25 about the division of the old SZOT 
patrimony among the federations. Imre Palkovics, the President of MOSZ, 
declared that the union's Vice President (who had signed the deal) had not been 
authorized to do so. Palkovics announced that he intended to propose legislation 
in Parliament (he was a Member in the ranks of the MDF) to solve the problem 
of the division of SZOT property. The other federations protested, saying that 
this was an internal matter for the labour movement to resolve. LIGA at first 
walked out of the negotiations, but after asking for the tape of the discussions, 
decided to sign the final agreement. And so it went: the unions coming together 
and dividing again. The infighting within the labour movement, often triggered 
by politicking inside given federations, continued. The first serious test of 
strength between the government and the unions in June settled the question of 
whether labour would be a factor in the life of democratic Hungary. But it also 
confirmed, even dramatized the conflicts among the unions.16 

As for the government, which the unions accused of being "anti-labour," 
the shadow-boxing involved in the June strike-call and the subsequent compro-
mise did involve some loss of face. In attempting damage control, its communi-
que pointed out that it had not really given in under pressure, since "the demands 
drawn up by MSZOSZ coincided with the steps the government had planned in 
order to solve the very same problems ." In mentioning ways of resolving these 
problems, the communique also suggested that the government had not really 
assumed concrete obligations. Many, if not most of the issues involved in the 
agreement would have to go to Parliament, where even the opposition parties —-
except the Socialists, who, as "ex-Communists," faced like MSZOSZ continuous 
questioning of their legitimacy — had condemned the strike call. Or else they 
would end up in the Conciliation Council (Erdekegyezteto Tanacs) a triangular 
organization which included representatives of the government, the employers, 
and the employees, but which had no legislative power and could only recom-
mend action. But to say that all labour got were promises would be misrepre-
senting the situation. The events of the hot and tense June days forced the 
government to confront social problems and to revise its social agenda; or, as 
most labour spokesmen, even those who represented "independent" unions, 
repeatedly pointed out, come up with the social policy that it did not have before 
the June strike call.17 

MSZOSZ had won a victory of a kind at the expense of its opponents 
and tormentors, LIGA and MOSZ. These had shown themselves inconsistent, 
hesitant, and on occasion, subservient to the government. MSZOSZ had fought 
for improvements in pensions and the minimum wage, issues involving, in one 



way or another, almost the whole population of the country, and not just the 
interests of its members or organized labour as a whole. The question of 
MSZOSZ's legitimacy — that perennial argument of the "independent" unions 
and spokesmen for the coalition parties — had become rather meaningless. Yet 
the celebratory announcement of MSZOSZ's strike committee at the end of June 
that "several points of the agreement have already been fulfilled" was countered 
by union President Nagy's warning that the attainment of some parts of the 
agreement, like the provision for severance pay, would take a long time, since 
they required parliamentary action. He could have added the need for eventual 
enforcement by the courts, since some of the employers would obviously simply 
ignore the provisions even if they became law. The MSZOSZ victory celebra-
tions were somewhat premature, in fact self-defeating. As the editorial writer of 
the daily Magyar Hirlap pointed out, if indeed the government met some of the 
union's demands with promises that they did not intend to fulfill, this "success 
propaganda" would almost certainly backfire: the newly-gained credibility of the 
union's leadership would be diminished among the members and future strike 
calls might go unanswered.18 

The General Strike Fails as Labour's Weapon 

This indeed happened later the same year. To back its demands — which to a 
large extent suggested that the union was refighting the June battle — MSZOSZ 
called a two-hour general strike on December 17, 1991. The strike, when it 
came, was anything but general: on the morning of December 17 the strike 
committee conceded that only 28 of MSZOSZ's 69 member organizations had 
walked out, the others having reported that they would support the union's 
demands "by other means," such as signing solidarity declarations or hoisting 
blue flags at the plants' entrances. At the VIDEOTON factory in Szekesfehervar, 
where eventually the labour force was reduced by 80%, only a few workers went 
on strike. The rest signed protest declarations. Janos Feher, secretary of 
MSZOSZ's VIDEOTON local, talked of the employees' "fear" of losing their 
jobs as an explanation for their lack of support. He was not alone in pointing to 
this factor in the virtual collapse of the strike, in which no more than 5-10% of 
the labour force appears to have participated. Newspapers reported managers 
threatening would-be strikers with firing. The failure of the strike was in part 
caused by division within the labour movement. After some talk of support, the 
"independent" federations failed to heed the strike call. This time it was LIGA 
that came to the defense of the government, asserting that MSZOSZ's demands, 
if conceded, would sink the budget. Sandor Nagy argued in vain that his union's 
demands would cost the Treasury only 40 billion forints (about US $ 3 0 0 
million) and not the 100 billion (about US $ 8 0 0 million) that LIGA claimed. 
But the strike attempt was a clear failure, showing that labour would have to 
give up the general strike as its weapon.19 



In calling for general strikes the leadership of MSZOSZ acted out a condi-
tioning acquired during the years of Communist domination when, as western 
observers like Richard B. Freeman, Derek C. Jones, and others rightly pointed 
out, the central leadership of labour dealt with the centre of political power, the 
Party and the government. The end of what Jones called "centralized wage 
determination" and Freeman "state wage and price setting," obviously would 
bring about a decentralization of bargaining. This change was not immediate, 
however, because the state had retained a strong presence in the economy. State 
ownership was rapidly diminishing — it had reportedly fallen by about 50% by 
1993 — but in April 1994 the State Property Agency still controlled 1,100 of the 
1,800 enterprises that it had held at the time of the old regime's collapse. Thus 
bargaining would still have to involve the government. Unfortunately many of 
the enterprises remaining in the agency's hands were hopeless cases, and had no 
chance of survival in the new market economy. The government and Parliament, 
struggling with huge budget deficits — in part because they tried to maintain 
jobs at these enterprises — were very resentful and uncompromising targets for 
the general strike. Furthermore the uncertainty and fear related to job losses 
made the workers reluctant to take part in general strikes: they had their hands 
full with pressing local issues such as saving their jobs, issues that brought them 
into conflict with the managements of their workplaces. Labour's struggle had 
begun to turn f rom centralized negotiations to local, plant-by-plant confronta-
tions. The leadership of MSZOSZ had to come to terms with the fact that the 
labour's efforts would increasingly evolve on the local level, in bargaining 
conducted, as the "alternative" unions would have it, with the owners of particu-
lar enterprises.20 The "alternative" unions had in fact emerged during the waning 
years of the Communist regime, because — unlike the official union, SZOT — 
they had addressed local problems. Their links to western organizations, 
especially the help — in the form of advice and funds — offered LIGA by the 
AFL-CIO, also directed their attention towards local bargaining. Thus LIGA 
Vice-President Csaba Ory urged a turn toward "workplace-level" (munkahelyi 
szintii) action as early as 1991.21 

During the early autumn of 1993 reports about a wave of local strikes 
began to appear in the newspapers, a fact suggesting that Ory might indeed have 
had a point. In October 1993 MSZOSZ invited labour leaders f rom Austria, 
Holland, and Germany to serve as the main speakers at a conference on collec-
tive bargaining. President Nagy, addressing the meeting, spoke of the Hungari-
ans' lack of expertise and experience in such negotiations. He also expressed 
alarm about the increasing splintering of MSZOSZ. At the time of SZOT's 
disintegration over 100 of these organizations were attached to SZOT, but by the 
Fall of 1993 only 59 remained. This splintering, Nagy argued, had left labour 
impotent and unable to conclude collective agreements, and weak because of the 
lack of strike funds. It was in such condition that Hungarian labour was 
apparently heading toward a "westernization": workplace-level bargaining, a new 
phenomenon, was becoming more frequent. This offered advantages, including 



the fact that such agreements had much better chance of being carried out since 
they were "owned" by the contracting parties. This system of bargaining brought 
an increasing localization of labour's efforts, which in turn generated a pressure 
toward uniting labour — a tendency prevailing currently in the West — since 
only large organizations could provide the sophisticated and costly research and 
legal facilities and, what's more important, the strike funds needed to make the 
workers' interests prevail. The persistence of industry-wide bargaining pointed to 
the growing importance of the MSZOSZ, which, because it was large, had more 
resources, both organizational and financial, than the "alternative unions." But it 
also suggested that the need for cooperation among the ideologically diverse 
federations of labour would become more and more acute as time passed.22 

The Conciliation Council Brings the Labour Federations Together 

After the failure of the December 1991 general strike attempt, Hungarian labour 
increasingly resorted to another means, negotiations within the Conciliation 
Council. This organization brought together the government, the employers — 
represented by organizations like the National Association of Entrepreneurs — 
and the unions. Labour's turn toward the Conciliation Council coincided with 
the government's recognition of the necessity for dialogue with a society that 
was becoming increasingly hostile. The Council had been created in 1988, 
during the last full year of Communist rule, by a government encountering 
massive popular hostility. It was to be used for dialogue carried on outside the 
political framework, which was discredited and on the verge of collapse. The 
new democratic government first tended to ignore the Council because it was a 
creature of the Communists. But increasing labour troubles, culminating during 
late October 1990 in a taxi strike that paralyzed traffic in Budapest, drove home 
the point that contact with society between elections was needed. From 1991 the 
Conciliation Council became active, dealing with an increasing number of issues. 
This was in the government's interest in more than one way. By discussing 
pressing budgetary and social issues as well as legislative proposals in the 
Council, the government gathered information about the temper of the country. 
Furthermore, since the Council had no legislative but only an advisory function, 
the government gained time. The discussions in the Council also promised 
compromise solutions, a chance to avert explosions such as calls for general 
strikes, which even if eventually recalled were nerve-racking for the politicians.23 

As for labour, the hope for carrying on negotiations without strike action 
was not the only motivation in accepting the Council as a way of dealing with 
problems. Participation also brought the ideologically diverse federations 
together.24 It took the government six weeks to become resigned to the division 
of SZOT property agreed upon by the labour federations. The final treaty 
became part of a larger agreement reached in the Conciliation Council during 
late November 1992. Labour, presenting a united front, gained concessions that, 



if carried out, would add 36 billion forints (about US$ 300 million) to the 
budget. The government promised an increase in the minimum wage; reductions 
in some of the new sales taxes that it had planned to introduce (medicines and 
household electricity were now to be exempted); increases in family allowances; 
and a commitment that the age of retirement would not be increased for women 
until 1995. Furthermore, public service employees would get a pay raise, instead 
of having their wages frozen as the government had originally planned. These 
concessions followed the pattern of the agreement reached in June 1991: they 
involved the interests of a broad spectrum of society and not only those of union 
members. However, at this time the nation's jobless came out losers: the 
duration of unemployment compensation was reduced from 18 months to 12.25 

Was this agreement one more move by the government to appear willing 
to respond to problems while really "passing the buck"? Mihaly Kupa, the 
Finance Minister resorted to tautology when justifying "why the government's 
concessions went to the extreme limit": he spoke of "serious societal and social 
tensions." Even so, other members of the government openly attacked Kupa for 
having been "too accommodating" in his negotiations. In doing so, they ignored 
the real social tensions abroad in the country: railroad workers and coal miners 
talked of strikes; the elderly and retired were up in arms and organizing; and the 
actions of a grassroots coalition of the poor occupied the front pages of the 
newspapers. Soon Kupa was to be dismissed as Finance Minister altogether. 
Gyula Kiss, the Labour Minister, still showing hostility toward the unions instead 
of the protective goodwill labour ministers in western countries demonstrate, 
spoke of union "blackmail." Yet in spite of the disagreement within the govern-
ment, Hungarians noticed that something truly new had occurred in the Concilia-
tion Council. Laszlo Lengyel, a consistent critic of the government, praised it 
for once: "For the first time in Hungary and Eastern Europe a government has 
managed to come to an agreement with employers and employees about the next 
year's budget." The history-making first was recognized abroad too. Sandor 
Nagy, returning from a visit to Brussels in January, 1993, announced that the 
European Community — shocked at that time by the Danish rejection of the 
Maastricht Treaty and recognizing the need for dialogue between government 
and society — would give Hungary one million ECU to foster such dialogue. 
Most of the money was to be used in support of the Conciliation Council.26 

Things looked good, but many expected that the government would 
eventually back out of the agreement reached in the Council. Some questioned 
for instance whether the government could deliver at all on its promises. The 
MDF-led coalition held, of course, a majority in Parliament, but it was falling 
into disarray by the summer of 1993. Internal struggles within the two parties 
that constituted the main Parliamentary base of the government, the MDF and 
the Smallholder Party, undermined its ability to pass legislation. Furthermore, 
the Conciliation Council agreement represented a challenge to the authority of 
Parliament as the arbiter of the country's affairs by facing it with something of a 
fait accompli, reviving the old antipathy toward labour even among the opposi-



tion parties. Under tremendous pressure not only from within its own coalition 
parties, but also because of a growing deficit, the government presented budget 
proposals during the summer of 1993 that withdrew some of the concessions of 
the November 1992 agreement. They increased the sales tax, for instance, and 
froze the salaries of public service employees, including teachers, for 1994.27 

The teachers were not alone in facing the new regime with a growing 
mistrust. Many Hungarians were asking whether the coming of democracy 
meant that agreements between major representative institutions and the govern-
ment had no real meaning; that concessions granted could be taken back, gains 
won in hard bargaining lost, and labour's wars fought again and again over the 
same terrain. The Conciliation Council was apparently caught up in such a 
situation, but this was not necessarily permanent. During the last months of 
1993, the government again proceeded to "throw money at the people," as one 
sarcastically-inclined commentator put it, describing the promises then made in 
the Council. The parties that constituted the government were disastrously low 
in the polls and elections were scheduled for the Spring of 1994. Typically one 
of the last agreements negotiated in the Council in 1993 offered a tax-break to 
virtually the entire population by making the payments due to Social Security -—-
10% of one's salary — tax-deductible. This promised to leave large sums in the 
pay-packets of employees. The show went on: the unions demanded, and the 
government gave in to the "blackmail."28 

Postscript 

The concessions made in the Conciliation Council did not save the government. 
It suffered a disastrous defeat in the 1994 elections. The Socialists, who 
presented an essentially social-democratic program, won a 52% majority. During 
the electoral campaign they talked of a "social contract," an economic and wage 
program to be worked out in the Conciliation Council. A number of labour 
leaders, including Sandor Nagy, who eventually resigned his union leadership, 
ran and won a socialist parliamentary seat. Yet the new government did not 
succeed in bringing the "social contract" together. The explanation for this 
failure was primarily the constraint in wages and social benefits that the govern-
ment, facing huge budget-deficits, had to impose. Negotiations in Council, often 
deadlocked, tend to deal nowadays with the specific demands of the public 
service unions, and rarely with national issues. This is in part due to the fact 
that the MSZOSZ, which used to bring to the Council issues that went beyond 
the sphere of industrial relations and involved the interests of large segments of 
the population, such as the rising cost of medicines and the diminishing value of 
pensions, or the living conditions of low-income families, had become much 
weaker by the middle of the 1990s. Once it had claimed 2.5 million members, 
but by the summer of 1996 it reportedly had only 500.000. In contrast to the 
public service unions, like the teachers', which retained substantial memberships, 



the unions that belong to the MSZOSZ lost members rapidly as the old flagships 
of socialist industry were privatized. They shrank if they did not disappear 
altogether. Thus the issue is not anymore whether the union born out of the 
Communist era SZOT is legitimate: nationwide elections held in 1993 for the 
Workplace Councils and the Social Security and Pension Boards — uniquely 
Hungarian events — gave MSZOSZ a comfortable primacy among the organiza-
tions of labour. As time passes not the legitimacy of MSZOSZ but the very 
existence of its locals seems to be in question. 

In fact, this applies to some extent to the whole union movement. While 
the Communists were in power, with all the unions herded into the official 
SZOT, this claimed to represent almost the entire labour force. By the summer 
of 1995 only about 30% of the 4 million employees were reportedly members of 
a union.29 During the summer of 1996 when this essay was completed there 
were signs of an increasing ferment in labour activism across the nation, suggest-
ing that the budget restraints imposed by the government and its financial 
policies designed to reduce consumption had gone beyond the limits people were 
willing to tolerate. In response to threats of large-scale strikes by health 
workers, teachers and others, there were promises of wage-concessions, and 
members of the government talked of finally negotiating the "social pact," and 
thereby revitalizing the Conciliation Council. 

It remains to be seen whether this will really happen, and if it does, what 
the much weakened six labour federations — SZOLDDARITAS had dropped out 
of the Council — can win in negotiating with a Socialist-led government that by 
a supreme historical irony is working hard to stabilize a capitalist system. 
Members of the government often claim that it is pro-labour, but on national 
television one labour-leader after another questions this. 
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Nepszabadsag, March 13 and Aug. 23, 1991; Magyar HCrlap, Aug. 3 and Dec. 17, 
1991. Nepszava, Jan. 30, Feb. 5, 7, March 7 and Aug. 3, 1991. 
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