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1.1. Introduction

In this thesis, I have examined the internal and external conditions of Hungary’s
integration into the world economy from a global and historical perspective. My objective in
using this historical approach to analyze the interactions of these global and local factors has
been to identify the causes and consequences of Hungary’s dependent development and its semi-
peripheral position in the world economy. The central question of this thesis is thus, “What sorts
of world-economic and geopolitical circumstances have circumscribed the process by which
Hungarian society has been embedded in the dependent conditions of the international division
of labor since the system change of 1989, and in particular since the world-economic crisis of
2009?”

| have sought to gauge the extent to which post-2010 Hungary’s existing accumulation
regime is consistent with its “catching-up paradigm,” which growing numbers of scholars have
identified as a new developmental-state model (cf. Bruszt and Langbein 2020; Mertens and
Thiemann 2019; Wilkin 2016, 2018; Fabry 2018, Csaki 2021). Furthermore, | have sought to
determine whether Hungary’s situation is characterized by a semi-peripheral developmental trap,
in which the historical legacies of its external economic dependencies have been transformed by
domestic social and political processes (Hall and Soskice 2001; Vliegenthart 2010; Eber et al.
2014, 2019; Weissenbacher 2018; Vony6 and Markevics 2021).

| have made use of a holistic—or synthetic theoretical—approach in my attempts to
uncover the relationships between Hungary’s domestic and external conditions. In doing so, I
have tried to gauge the extent of the country’s room to maneuver, and thus the possibility of its
exercising actual agency in areas relevant to its developmental paradigm. This question of
agency led to an investigation of the role of the state, and thus I have used Hungary’s historical
experience and the context of its global framework to explore the role state policies have played

in mediating Hungary’s external economic integration and domestic social processes.

In characterizing the meditating role the Hungarian state has played in attempting to
influence the country’s economic-integration process, | have also engaged in an empirical study
of the country’s related efforts to regulate ownership rights. Regulating property and

management rights has been the state’s most direct means of influencing propertied groups’



relationships with one another. In this thesis, | have demonstrated that semi-peripheral states tend
to be characterized by a situation in which the relationship between foreign and domestic
propertied classes is one of the chief determinants of the tensions between dependence and
catching up. | have attempted to avoid a state-centric approach, and thus in addition to analyzing
the mediating role of the state, | have also evaluated the influence of other important institutions,
such as international organizations, domestic social groups in various countries, and corporations

of supply chains which transcend national borders.

Though my research focuses on general questions related to semi-peripheral dependent
development, my analysis is not comparative, but rather an empirical study of Hungarian
economic history. As a result, the concrete historical conclusions | have reached do not
necessarily apply to the experiences of other countries or regions. However, my holistic
approach does make it possible to use Hungary’s experience to draw more general theoretical
conclusions about semi-peripheral development—about the relationship between maintaining

domestic ownership and acquiring access to advanced technology, for example.

1.2. Research Questions

The chronological context for this global historical analysis stretches from the post-
WWII era of Fordism to the international profitability and oil crisis of the 1970s (period of
stagflation), to Hungary’s economic development in the period following the system change of
1989; I have investigated the circumstances of Hungary’s integration into the international
division of labor using the tools of international political economy, global geopolitics, and
historical sociology. | have approached my central research questions from this historical-
sociological perspective in order to determine the extent to which the system change of 1989 and
the economic policies of the post-2010 period have improved Hungary’s chances of upgrading
its position in the international division of labor, and the extent to which internal and external
economic and social forces—including the legacies of the modernization schemes of the state-
socialist era and earlier historical periods—have limited Hungary’s prospects of catching up to

more advanced economies. My research questions are as follows:



a. What are the global geopolitical processes that have circumscribed the conditions of
integration into the world economy since the 1970s? What is the chronology of the
cyclical shifts in the world economy which determined the external conditions of semi-

peripheral accumulation regimes’ integration?

b. What kind of accumulation regime was established in Hungary after the system change
of 19897 How was this process affected by the country’s economic and political

conditions at that time?

c. How should we evaluate recent trends in ownership-changes and their consequences
for the evolution of Hungary’s accumulation regime since 2010? For example, what
should we make of the role of the new national bourgeois propertied class which has
enhanced its power with the active cooperation of the state? Are these changes part of a
broader developmental paradigm—possibly a new model of the developmental state? Or

new forms of the semi-peripheral development trap?

d. What sorts of longue durée socio-historical processes have evolved alongside these
cyclical shifts in modes of world-economic integration, and how have the conditions of

Hungary’s integration been transformed since the system change of 1989?

e. Outside the Hungarian state, who are the leading actors—foreign or domestic,
economic or political, individual or institutional—who have influenced Hungary’s
integration into the world economy, and how have the relationships between these

players changed since 2010?

1.3. Objectives and Methods

This analysis deals primarily with theoretical questions, though I have also made use of a

range of data gathered by means of qualitative and quantitative methods. By positioning them in

a theoretical framework of my own devising, | have contextualized several concrete historical

case studies relevant to the system change of 1989 and Hungary’s subsequent reintegration into

the world economy. This study is not comparative, but rather a survey of Hungarian case studies,

though in the appropriate instances, where theoretical issues have necessitated discussions of the

experiences of other countries in the region, | have evaluated similar processes elsewhere. With
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the help of these case studies, | have characterized the interdependencies of external economic
and domestic social processes and used them to explain the aforementioned theoretical issues
related to “catching up” economically. In several instances, I have supplemented the historical
literature with my own collections of empirical data, such as interviews with business
stakeholders, as well as trade and investment statistics published by Hungary’s Central Statistical
Office (KSH) and National Bank (MNB), the German Bundesbank, Eurostat and the European
Central Bank (ECB), the OECD and WTO, and the People’s Bank of China (PBOC). In
evaluating possible answers to my research questions, | proceeded from the following

assumptions and preconceptions:

1.4. Hypotheses

a. We are currently living through a transitional period of global post-Fordism in the
international system, in which local hegemonic regimes typically stabilize themselves by
appropriating resources in the global semi-periphery. The accumulation regime which has
characterized Hungary since 2010 may qualify as one form of transitional semi-peripheral
hegemony; it is a peripheral variant of a neo-mercantilist accumulation regime, the global and
historical precursors of which date back to the international crisis of Fordism. For this reason, the
first half of this thesis is an examination of the evolution, internationalization, and eventual crisis
of Fordist production on a global scale. I have hypothesized that the structural conditions that
determine a country’s position in the international division of labor have evolved in conjunction
with other transformations of the international system—for example, as new regional production

networks have developed and organized themselves into global value chains.

b. | have assumed that this semi-peripheral accumulation regime is characterized by a
mutually exclusive substitution or trade-off between (1) access to—and efficient use of—the
most advanced technologies available on the world market and (2) the ability of the national
capitalist classes in these semi-peripheral countries to maintain ownership of their domestic
enterprises. | have identified this dilemma (the mutually exclusive substitution or trade-off
between retention of ownership and access to advanced technology) as the fundamental

characteristic of semi-peripheral, dependent development. In short, the more a semi-peripheral



state tries to build up its economy on a foundation of domestically owned enterprises, the less

access it will have to the capital and technology it will need in order to develop.

c. | have demonstrated that the effects of this dilemma can be detected in a variety of
Hungarian regulations governing domestic ownership rights, spanning several historical periods,
such as the property vacuum of the state-socialist era, the age of privatization following the
system change of 1989, and the period of nationalizations since 2010. | have analyzed two basic

types of state policies:
1. liberalization policies, which generally favor access through integration into the
world market and are typically in harmony with the interests of international capital; and
2. protectionist policies, which use state intervention to the advantage of domestic
capitalist classes.

d. The most important of my findings here is that the Hungarian state, when it partially
re-regulated ownership rights in 2010, transformed the relationships that linked certain
ownership groups. However, as was the case following the system change of 1989, Hungary was
unable to avoid the semi-peripheral development trap. Thus the accumulation regime which has
developed there since 2010 should not be described as a developmental-state model, but rather as
a new, “hybrid” form of dependent development, which I have called a peripheral variant of the

neo-mercantilist model. From this, two more important lessons follow:

1. Nationalization and privatization have similar traits, insofar as they are interconnected
with—and should be examined in the context of—transformations of the economic and

political systems.

2. Hungary’s post-2010 economic reforms involved more than simple changes in
ownership, though they did not constitute a systematic transcendence of the conditions

of a capitalist market economy, but rather a transformation into a new variant of the semi-

peripheral accumulation regime.



2.1. Results and Discussion

In my examination of the historical conditions of semi-peripheral dependent
development, | used a multi-scalar theoretical framework, which perspectives | broke down
further into the analytical approaches summarized in figure 1 below. My first theoretical starting
point was to use the analytical framework of world-systems theory to provide global and
historical contexts for core-periphery relations within the international division of labor
(Wallerstein 1996; Arrighi 2010). I have further subdivided this approach into three geographical
dimensions, from the global to the regional to the local. | have examined these three levels over
the course of all or part of the 20" and 21 centuries, though certain themes have necessitated

historical analyses of varying duration.

The first level is the global, the chronological framework of which starts with the
development and internationalization of the Fordist model and extends through the systemic
consequences of the global crisis of the 1970s to the current post-Fordist transitional period of

the international division of labor.

On the second level, that of regional interdependencies, | examined the circumstances of
the transformation of the value chains of enterprises which were multinationalized in the era of
global Fordism, as well as the circumstances of the emergence of the mega-regional trade and
investment blocs which have developed as a consequence of the multipolarization of the
international system. In Western Europe, the global crisis of Fordism resulted in a regional
expansion of the German neo-mercantilist accumulation regime, which made it possible for
German enterprises to organize themselves into value chains (Paqué et al. 1993; Becker and
Jager 2010; Becker, Jager and Weissenbacher 2015; Petersen et al. 2019). As | have
demonstrated in this thesis, this regional expansion of the German value chains seriously
influenced the process of the European integration; for example, it led to the formation of the
European Union’s Economic and Monetary Union (EMU) and the territorial expansion of the

Union itself.

The third level is the local, where the focus narrows to Hungary’s economic history in the
three decades since the system change of 1989. Here, the emphasis is on state regulations and the

social organizations capable of influencing such policies.



I have also organized my thesis along another axis by differentiating various “modes of
regulation.” This approach is largely consistent with the previous division into global, regional,
and local levels, though in this case | have distinguished the macro-, meso-, and micro-levels of
integration into the world economy. Macro-level phenomena include the international political
events and international organizations that determine the conditions of the inter-state system. The
meso-level is the realm of states which use industrial policies and ownership regulations to
maintain domestic agency and mediate the integration process. The micro-level is the site of the
various enterprises of the value chain, fractions of capital (also known as ownership groups,
which are important to the process of integration into the world economy), and the trade unions

representing these firms’ employees.

Figure 1: The Theoretical Framework of this Thesis

Perspective 1: Chronological and Geographical Dimensions

Global Fordism/ post-Fordism 1900-2018
Regional Multipolarization/ EU integration 1970-2018
Local Hungary since the System Change 1989-2018

Perspective 2: Structural Dimensions

a. External Integration and Domestic Social Conditions

b. Levels and Modes of Regulation:

Macro- International Organizations Representing Global Hegemons
Meso- Semi-peripheral States
Micro- Fractions of Capital, Enterprises, Trade Unions

| have augmented the framework of world-systems theory by assembling an amalgam of
four other modernization paradigms; the analytic links between them are illustrated in figure 2.
In examining the process by which external economic dependencies are internalized, | have

evaluated asymmetrical flows of international trade and global capital investment in accordance



with the theories of the Latin American dependency school. | have also supplemented the toolkit

of the dependency school with an enterprise-centered approach to global value chains.

| have used a Neo-Gramscian theory of the state in analyzing the international and
domestic conditions in which fractions of capital operate (Prebisch 1950; Tavares 1964;
Hirschman 1968; Poulantzas 1969, 1978; Cardoso 1972; Cardoso and Faletto [1971] 1979;
Furtado 1976; Clarke 1977, 1991, 1989; Anderson 1987; Love 1990; Jessop 1997; Jessop and
Sum 2006). | have put a particular emphasis on the fact that external economic relationships are
not only shaped by the state, but also influenced by the interests of various fractions of capital.
Thus various economic-policy institutions are capable of putting certain elite groups in
advantageous positions and creating adverse conditions for others; for this reason (as analysts of
the dependency school customarily emphasize), conflicts between domestic elites tend to
intensify as semi-peripheral states are (re-) integrated into the world economy (Bohle and
Greskovits 2009, 2012; Szelényi 2013; Medve-Balint 2014; Mihalyi 2014; Magyar 2015, 2019;
Csillag and Szelényi 2015; Filippov 2018; Bocskei and Szab6 2019; Scheiring 2020; Pogatsa
2016). In describing the relationships between the state and various fractions of capital, | have
made use of a concept associated with neo-Gramscian theory, namely the “relative
independence” of the state (Jessop 1990, 2001, 2010; Clarke 1977, 1990, 1991; Poulantzas 1969,
Hall et al. 1978). The transformation of inter-state relationships can also lead to changes in the
regulatory environment; various modes of regulation, for instance, have been implemented not
only within states, but—thanks in part to regional integration schemes—in larger mega-regional
trade and investment blocs as well. For this reason, | have linked two theoretical concepts
associated with the French Regulation School—the notions of “accumulation regimes” and
“modes of regulation”—in analyzing issues of regulation and the state, as well as fractions of
capital and enterprises (Aglietta [1979] 2000, 2013; Lipietz 1982, 1987, 1997; Boyer and
Freyssenet 2002, Jessop and Sum 2006, Becker and Weissenbacher 2015; Krzywdzinski 2014).

Figure 2: The Chief Theoretical Traditions Applied in this Thesis

Dependency Specialization / Regulation
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External Integration Dependency School Global Value Chain Theory

Domestic Social

g Neo-Gramscian School French Regulation School
Conditions

The following (figure 3) is an introduction to the crucial concepts | have adopted from

the aforementioned theoretical paradigms.

Figure 3: Crucial Concepts Undergirding my Theoretical Framework

) o ) Social
Theoretical Tradition Crucial Concept(s) _
Relations

Global Value Chain Theory Upgrading within the global value chain | capital-capital

Neo-Gramscian Theory The relative independence of the state;

fractions of capital capital-capital

of the State
Dependency School Semi-peripheral class position capital-labor
Regulation School Accumulation regimes; modes of regulation | capital-labor

2.2. New Scientific Results

This thesis is an analysis of Hungary’s historically dependent development from the
perspective of the relationships between global value chains and owners of capital (Gereffi et al.
2005, Gereffi 2014). My most important contribution to this discussion is primarily theoretical,
insofar as | have made an effort to synthesize approaches which focus on the mechanisms of
dependent development and the apparatus of global value chains, and to analyze the relevant
issues from a broad historical and sociological perspective. My conclusions about Hungary’s
experiences are valid only in their specific historical context; 1 do not consider them to be
generally applicable to all the states of the global semi-periphery, though 1 think it would be
worth comparing Hungary’s experiences to those of other countries in the course of future

research. | do, however, consider my theoretical innovation here to be more generally valid,
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insofar as this synthetic theoretical approach helped me uncover—and describe more precisely—
the manner in which world-economic processes, cycles, and crises are transformed into domestic
social factors in the course of semi-peripheral development. | needed an approach of this sort in
order to be able to investigate the external and internal conditions of integration into the world
economy simultaneously, and without falling into the trap of state-centric methodological
nationalism. This synthesis enabled me to address a range of historical questions and also
brought me to an important epistemological conjuncture in responding to the question, “What is
the state?” And thus while this thesis inevitably served to clarify this issue theoretically, it has
also—with the help of the toolkit of historical sociology—made the Hungarian state’s flexibility

(or agency) in regulating ownership into an object of concrete historical analysis.

| have evaluated the long-term prospects of Hungary’s modernization opportunities by
positioning them within the historical-sociological and developmental-theoretical frameworks of
world-systems theory and by placing the emphasis on a historical period about which we have a
great deal of knowledge—although in my view, the lack of a sufficiently holistic, synthetic
theoretical framework has made it impossible to process the relevant data with any precision
until now. In conditions of semi-peripheral dependency, issues of ownership are intensely
important, and do not manifest themselves primarily in the conflicts between the owners of
capital and their employees, but rather in the clashes between local and international ownership
groups embedded in the world-system’s hierarchical division of labor—that is, these tensions
take the form of conflicts between capital and capital. In this thesis, | have analyzed these
propertied classes and the (sometimes adversarial, sometimes cooperative) relationships between
them, particularly in the context of the (re-) integration process engendered by the world-
economic crisis that unfolded in the 1970s, focusing primarily on the relationships between

foreign (or international) and domestic (or national) capital.

Within this system of social dependencies and the accumulation regime that has
developed in Hungary since 2010, various fractions of capital have attempted to negotiate a new
compromise so as to ensure that the costs of reindustrialization and domestic capital
accumulation will be borne by workers. On the one hand, this fact shows that there are limits on

the conflicts between these ownership groups and their interests; on the other hand, it
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demonstrates that this kind of semi-peripheral accumulation regime can also be integrated into

the world economy in conditions reminiscent of those of earlier cycles.

In this thesis, | have emphasized that after the system change of 1989, Hungary
established a neoliberal accumulation regime based on foreign capital investment (privatization),
in which domestic capital was pushed into the background and domestic manufacturers were
incorporated into the lower-level supplier networks of the (primarily automotive) value chains
that expanded into the country. The positions Hungarian firms assumed in this hierarchy were
ultimately determined by a dilemma characteristic of semi-peripheral dependent development,
namely a trade-off between access to technology and markets (that is, upgrading their positions
within the value chain) and keeping ownership in domestic hands. In the language of various
economic strategies, this dilemma reappears during cyclical shifts between liberalizing and
protectionist policies. | have thus argued that in the post-1989 period of economic convergence,
this trade-off has pushed much of Hungary’s post-communist economic development in the
direction of a relatively technologically advanced reindustrialization model devised by foreign
capital.

As a result, the process of (re-) integration has driven domestic capital into segments over
which Hungary’s semi-peripheral state has direct regulatory influence, or which depend on
domestic-market infrastructure, such as the service sectors and the provisions of public utilities.
In discussing Hungary’s integration into the world economy, I have divided these capitalist
interest groups into functional-economic categories by comparing the producers of tradable, non-
tradable, and banking sectors.

By the time of the world-economic crisis of 2009, the neoliberal model was exhausted.
This created an opportunity for the Hungarian government to intervene in the country’s world
economic integration by means of protectionist industrial policies and thereby reinforce the
position of national capital in the changing international division of labor. For this reason, | have
characterized the events which have taken place since 2010 as a new period of integration in
which the state has re-regulated ownership and financial relationships in an attempt to shift
responses to the dilemma of semi-peripheral development in the direction of support for the

national bourgeois propertied class.
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Nevertheless, my research indicates that the state’s capacity to mediate such dilemmas
remains limited. The external structural conditions of Hungary’s integration are determined
largely by its membership in the European Union and its legacy of foreign debt. In this
environment, a transformation of the country’s geopolitical situation—meaning the involvement
of primarily Chinese and Russian capital—has increased its flexibility in using state subsidies to
help domestically owned enterprises increase their domestic market share, which industrial

policies and evolving sources of capital | have also analyzed in this thesis.

Though the state has the regulatory capacity to reorganize the ownership structures of
enterprises which depend on domestic markets and/or domestic infrastructure (of which powers
Hungary’s post-2010 government has made active use), this sort of agency has not helped it find
a solution to the semi-peripheral dilemma or trade-off. For this reason, | do not consider
Hungary’s recent approach to be a “developmental-state” model, but rather a new, “hybrid”
variant of semi-peripheral dependent development, which I call a “peripheral neo-mercantilist
accumulation regime.” Though the world-economic crisis of 2009 created opportunities to revise
the previous model and (at least partially) reorganize the relationships between ownership
groups, the peripheral neo-mercantilist regime which has developed since 2010 has steered
Hungarian society back onto a path of semi-peripheral dependent development, similar to the one

earlier generations traveled during previous cyclical hegemonic shifts in the world economy.
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