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Summary
Dr Péter Bertalan’s monograph, A  ‘Bitter-
sweet’ Story. The Privatization of the Hungari-
an Sugar Industry in the Light of Globalization 
and Geopolitics reveals the economic his-
tory of an era with scientific fastidiousness, 
but nevertheless in a readable and under-
standable style, by depicting an authentic 
picture of the privatization of the Hungar-
ian sugar industry after the transition to 
democracy. Although his inquiry focuses 
on a single industry and, in particular, the 
Kaposvár sugar factory, he is not analys-
ing a unique phenomenon. He places the 
bittersweet story of the sugar factory in a 
broader context, and points out the deep-
rooted conflicts and complex processes 
which accompanied the change of regime.
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Péter Bertalan is a historian, political 
scientist, and Associate Professor at the 
University of Kaposvár. In this book he 
covers a topic which remains relevant 
today. He raises and attempts to answer 
an important historical question: has the 
political and economic transition been 
completed? The author’s position is that 
the change of regime is an ongoing pro-
cess that continues today.

I must begin the appreciation of this 
book by mentioning that it is a very im-
portant work not only for general read-
ers but also for experts, and that it fills a 
gap in the literature. The author studies 
and provides a structure for a vast range 
of sources, and does this not only as an 
economist, but also through the eyes of 
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an historian. His research areas are the 
impact of globalization on regionalism 
and area development, and social, politi-
cal and economic trends in the 19th and 
20th centuries. The book is therefore not 
unexpected and without precedents; it is 
an organic continuation of the author’s 
previous research. Besides overviewing 
the available academic literature, press 
articles, reports, and memoirs, he has 
conducted extensive archival research. 
The great merit of the book is the pres-
entation of all this information that he 
has collected. 

In the book the era of the political and 
economic transition unfolds before us, 
with all its conflicts, political games, and 
hidden contexts. The story guides the 
reader through the internal and exter-
nal difficulties that the small Central and 
Eastern European had to contend with 
during the change of regime and the pri-
vatization that accompanied it. Although 
the study focuses on a single industry 
and on a single company within this sec-
tor, it analyses a very important general 
issue which has significance beyond the 
individual character of the industry. He 
describes the problems faced by the ma-
jority of domestic companies during the 
sudden collapse of the centrally planned 
socialist economy and the transition to 
the capitalist market economy. 

The story begins in the historical pe-
riod of the Cold War, at the end of which 
the Soviet system was losing out to the 
dominant position of the USA in the field 
of the development of military technol-
ogy and armament. It was not necessary 
for a shock to occur, as the Soviet planned 
economy collapsed in exhaustion. This 
significantly changed the international 
geopolitical environment. With the end-

ing of the bipolar world order and, the 
shift in the balance of power, the geopo-
litical fault lines were opened up again 
in the Balkans. This series of political 
earthquakes, as the author puts it, in the 
countries along the central and eastern 
European fault line as well as in Ukraine, 
occurred at different times and with dif-
ferent rates. The author points out that, 
“the process called change of regime is a 
protracted sequence of events” and draws 
attention to the interesting perspective 
that, “we should avoid the currently still 
accepted conclusion, arising from the 
rapid succession of the events, and from 
the domino effect, that the transition has 
definitively ended.”

The small states of Central and East-
ern Europe were doubly lagging behind 
the West. They struggled not just with 
technological disadvantages but also the 
structural composition of their econo-
mies was not capable of a smooth transi-
tion from the socialist planned economy 
to the newly established market economy. 
The Central and Eastern European coun-
tries had to face new challenges in a glo-
balized world. The author considers that 
the primary problem of globalization is 
over-indebtedness.

The increase in revenues from the 
sale of petroleum resulted in a large 
amount of free cash existing in the newly 
emerging financial system. These funds 
were made available at a seductively low 
interest to countries wishing to close the 
gap. After 1980, however, the cost of in-
terest on loans increased as a result of 
the rise in the US dollar exchange rate. 
Countries unable to service the increas-
ing instalments of loans tried to repay 
the earlier debts by additional borrowing. 
But the new loans were obtained on less 



419

From Our Conservative Workshop

favourable terms, and in this way a debt 
spiral began. These problems were com-
pounded by the fact that, “the countries 
receiving the loans witnessed a slowdown 
in economic growth, partly caused by the 
deterioration of exchange rates, and on 
the other hand by the fact that a substan-
tial part of the loans was used not for in-
vestments but for direct measures aimed 
at maintaining or increasing the standard 
of living.”

The Hungarian government had al-
ready begun the accumulation of exter-
nal debt in the years between 1970 and 
1989 i.e. during the previous regime. The 
National Bank of Hungary took out for-
eign (IMF and World Bank) loans in US 
dollars on behalf of the Hungarian state. 
The original conception behind and goal 
of these loans was the technical mod-
ernization of the Hungarian economy. 
In the 1970s investments and equipment 
purchases were made of unprecedented 
size. These investments primarily served 
the strengthening, stabilization, preserva-
tion of communist state power. Economic 
efficiency and profitability played only 
secondary roles. The proportion of un-
productive construction was significant. 
Similarly to the other small countries in 
the region, Hungary used the funds re-
ceived for maintaining and improving 
the standard of living, and not for invest-
ments in improving efficiency. Because 
the unrealized or failed investments did 
not provide a return, Hungary was not 
only unable to generate enough resourc-
es to repay the loans, but was also inca-
pable of covering the interest payments. 
This situation was partly due to the ex-
tremely adverse conditions of the loans, 
and partly due to the tragic deteriora-
tion in the balance of foreign trade and 

the exchange rate (oil price explosion). 
Beginning in 1982, the state had been 
forced to take out new loans in order to 
ensure the necessary amounts for interest 
payments. This started the ‘debt spiral’. 
Because of the low and declining perfor-
mance of the Hungarian economy, by the 
end of the 1980s the external debt had 
increased to over 20 billion US dollars.

The solution for financing the repay-
ment of these debts was the selling of 
national assets. State ownership of these 
assets was exchanged for cash, and this 
cash was used for debt repayment. The 
post-communist government accepted 
to become the legal successor of the ex-
ternal debt, and assumed the payment of 
the previously accumulated debts. The 
explanation for this was to maintain the 
country’s creditworthiness.

Referring to the shocking fact that 
“twenty years after the first years of the 
regime change (1989–1990) Hungary’s 
government debt had reached 140 billion 
dollars”, the author asks a very important 
historical question, “Has the political and 
economic transition been completed?” 

At the time of the change of regime 
everything was legally owned by the state. 
In order to be able to sell public asserts, a 
new law was necessary. The door to privati-
zation was opened by the 1988 Company 
Act, which created the legal framework for 
the establishment of the different types of 
company familiar in market economies. 
This law also allowed foreigners to acquire 
property. The next step was to transform 
state-owned enterprises into companies; 
limited liability companies and joint stock 
companies were formed. The political 
leaders opted for the privatization of na-
tional assets in order to be able to pay the 
interest on loans taken out earlier.
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Immediately prior to the change of 
regime every publicly managed property 
and asset was socially owned. Immediate-
ly afterwards, however, the state arbitrar-
ily changed its management rights into 
ownership, because this was the only way 
that it could sell and privatize the prop-
erty of society. The government used the 
wealth of society “guarded” by the state 
as the source of financing for the accu-
mulated public debt, i.e. it sacrificed the 
national wealth to pay off overdue loans. 
The author pertinently states that, “The 
balance of demand and supply evolved 
to the detriment of the sellers and to the 
benefit of the buyers. The great range of 
choice offered the opportunity for ‘asset 
stripping’. There were buyers only for the 
most valuable assets. What happened was 
the automatic auctioning of the national 
economy in the given market situation.”

The author explains the situation of 
the Hungarian sugar industry in this eco-
nomic climate. Immediately prior to the 
transition, Hungary had twelve sugar fac-
tories. These plants had been operating 
for decades; the majority had been es-
tablished in the period 1880–1912. They 
survived the World War II and all the ad-
versity of the subsequent decades. Due 
to investments made in technology in 
the 1960s and 1970s, about half a million 
tons of sugar were produced annually. 
This covered not only the 300 thousand 
tons of domestic consumption, but also 
allowed a significant amount to be ex-
ported. Sugar production was one of the 
most successful sectors of the Hungarian 
economy, a fact which is explained by the 
well-organized vertical integration, the 
favourable natural conditions for beet 
production, and the up-to-date technol-
ogy used.

The Hungarian sugar industry was 
one of the key players in the transforma-
tions during the change of regime, and 
it was among the first victims of privatiza-
tion. Its particular situation and its strate-
gic importance is explained by its signifi-
cant role in the traditionally prestigious 
and successful Hungarian food industry 
and its close connection with the agricul-
tural sector.

The industry’s importance is repeat-
edly emphasized by the author: “Hun-
garian food production is highly-ranked 
in the world market. Sugar production 
is the flagship of this multi-constituent 
industry. The sugar industry can be con-
sidered the heavy industry of the food-
production sector. It is in contact with 
the entire chain of the food-production 
industry and agriculture. Its position and 
condition was, and still is, an important 
indicator of the state of the Hungarian 
economy.” 

As mentioned above, significant in-
vestments have been made in this in-
dustry, and a series of technological im-
provements have been implemented, so 
that the Hungarian sugar factories were 
considered valuable items of property at 
the time of the change of regime. Their 
importance is emphasized by the fact 
that the most important sector of our na-
tional economy at that time was the food 
industry, in which sugar beet growing 
and sugar production was an important 
component. In these conditions finding 
a buyer was not difficult. Foreign produc-
ers were eager to take advantage of the 
newly opening market, often with the 
sole intention of purging the market. 
The foreign owners were not interested 
in production; their main goal was to 
close down the purchased companies, 
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with the purpose of reducing competi-
tion and obtaining a market for the exist-
ing capacity in their home countries. All 
the 12 state-owned sugar factories were 
bought up by western European multi-
national sugar companies in 1990. All 
but one, the Kaposvár sugar factory, were 
shut down after the EU’s sugar reform 
and the introduction of production quo-
tas. In order to protect sugar production 
in their home countries, the foreign own-
ers ceased production in Hungary. 

The fate of the Kaposvár sugar factory 
represents one of the most important 
chapters in the industrial history of Som-
ogy County and the surrounding region. 
The factory had an important role in the 
development of Kaposvár by providing 
workplaces and developing infrastruc-
ture. 

The author guides the reader through 
the history of the refinery. He provides 
an overview of the circumstances of na-
tionalization in 1948, and the develop-
ment priorities of the Communist Party 
until the 1960s, when the reconstruction 
of the sugar factories fell by the wayside 
because at that time the focus was on 
heavy industry. We can also read about 
the problems of the early 1980s (sugar 
beet shortage, underutilization of ca-
pacity, deficiencies in management, and 
profit deterioration) and about the end 
of the decade when the refinery strug-
gled with major financial difficulties. 
The author concludes that, “The trans-
formation into a company represented 
an escape, but external help was needed 
for this at that moment. Government 
resources were not available; only a for-
eign buyer could undertake the burden 
of the transformation, because lending 
had faltered. Therefore, it can be stated, 

based on the documents analysed, that 
the transformation into a company and 
the spontaneous privatization occurred 
in a single step.”

Reference is made to the way that the 
factory was influenced by the changes 
in sugar beet production. The author 
reveals the macro- and micro-economic 
factors that influenced the area under 
cultivation and the volume of produc-
tion, so we can see that beet production 
was stressful and full of conflict. Readers 
can follow the evolution of production 
capacity, the way that cooperation devel-
oped with the beet growers, the person-
nel changes that took place, the changes 
made in technological investments, and 
the way the factory was transformed into 
a joint stock company. During the privati-
zation, the factory became the property 
of the Austrian Agrana GmbH, and now 
it is the only sugar factory in Hungary. All 
the other 12 refineries that were once ac-
tive were shut down after the EU intro-
duced the sugar reform and quota-based 
production, slashed sugar price subsidies, 
and even offered incentives for produc-
ers to cease activity. 

The author closes this bitter story with 
a sweet ending. For the factory there is 
hope for staying alive, which is not only 
of local, but also of national interest. The 
encouraging hope for the future is rep-
resented by the already implemented or 
ongoing multimillion euro investments 
of recent years, the successful increase 
in the number of sugar beet produc-
ers and the extension of the area under 
cultivation. As a result of continuous in-
novation, in 2007 the factory started to 
produce biogas based on plant waste by 
using domestically developed technolo-
gy. Besides covering the needs of the fac-
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tory, the energy produced is capable of 
heating different local facilities, such as 
the local swimming pool or the Kaposvár 
FC football club. The goal is to achieve 
total independence from external fossil 
fuel energy sources by replacing them 
with green bioenergy. 

At the end of this chapter, the author 
concludes that the present and the future 
of the Hungarian food industry, and of 
the sugar sector within it, is and will be 
determined by the fate and the economic 
policies of the European Union. As a re-
sult, the question arises: what is the way 
forward for Europe and for Hungary? 

From here onward the attention is re-
directed towards the global space.   The 
author provides an insight into the most 
important geopolitical changes of the 
21st century. It is interesting to follow 
him through the analysis of the conflict-
ing spheres of interest of the major pow-
ers. We can read, among others things, 
about the crisis in Kosovo, about the so-
called Arab Spring, the war in Georgia, 
and the political games between Russia 
and the USA.

A  particular emphasis is given to the 
Syria situation. In Syria the Arab Spring 
provoked a civil war with significant con-
sequences in time and space. The author 
states that this has a bearing on our pre-
sent and future: “Syria is located in an 
important geopolitical area. The ongoing 
civil war clearly demonstrates the interde-
pendence between geopolitical and glob-
al political and economic processes.” By 
using a historical analogy, the author calls 
the situation in Syria, “the new approach 
of the ‘Eastern Question’”. Because of the 
Syrian civil war and its direct consequence, 
the formation of Islamic State, the world 
has to face two relevant phenomena of 

globalization: the strengthening of global 
terrorism, and modern migration.  

In the preface of the book, the author 
writes about his intention of placing the 
story of the Kaposvár sugar factory in a 
broader perspective: “The history of the 
modern economy and the analysis of re-
lated social trends are understandable 
only by taking into account the complicat-
ed paradigm system of globalization and 
geo-economics.” Because of the size and 
geopolitical location of Hungary, its inter-
nal politics depends largely on the exter-
nal political environment. The situation 
of the Hungarian sugar industry is closely 
determined by the international econom-
ic trends and economic processes.

The book is structured as follows:
The first chapter discusses the eco-

nomic history of the change of regime 
in Hungary in the context of globaliza-
tion and geopolitics. Here not only the 
Hungarian political and economic trans-
formations are discussed, but the reader 
also receives a full overview of Central 
and Eastern European developments 
of that time. The book explores and ex-
plains the reasons why the changes were 
inevitable. The author analyses global 
political relations, the processes taking 
place in the world, and the interactions 
between geopolitics and the change of 
regime, helping the reader to put the 
Hungarian privatization into context. 
The economic processes of the Cold 
War era are analyzed from a geopolitical 
point of view, and the author explains 
the economic crisis in which the Eastern 
European countries faced the constraints 
of regime change and privatization. 
This period was characterized by a lack 
of economic restructuring, state-owned 
companies operating with obsolete tech-
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nologies, fierce price competition follow-
ing the market liberalization, the loss of 
Comecon markets, and increasing public 
indebtedness. Under these circumstanc-
es quick measures were needed to cre-
ate the economic and legal conditions 
of privatization, to demolish the socialist 
economic structures, and to build a new 
market economy.

The second chapter is dedicated to 
the ‘bittersweet’ story of the Kaposvár 
sugar factory. Here the author analyses 
the Hungarian change of regime in the 
light of the cataclysm of the sugar indus-
try. The history of the refinery unfolds 
before us page by page, with all the turn-
ing-points, major changes, and difficul-
ties that had to be overcome. 

In the last part of the book, a light is 
shone on current geopolitical movements: 
the extraordinary strengthening of the po-
sition of the United States, the direct US 
presence in the Balkans and in the Middle 
East, the most important changes generat-
ed by the Arab Spring, and Russia’s active 

involvement in the Middle East with the 
aim of reducing western influence. 

Overall, I highly recommend this this 
great political scientist’s new book to any-
one who is interested in a non-politicized 
and ideology-free insight into the au-
thentic history of the years before, dur-
ing, and after the change of regime in 
Hungary. The book has the great virtue 
of meeting, at the same time, the require-
ments of readability and scientific rigour. 
The following main questions will prob-
ably arise in the mind of every reader: was 
the privatization necessary? Was this the 
appropriate way to sell the wealth of the 
nation? Did privatization serve the pub-
lic interest? The author provides plenty 
of information, but leaves the drawing of 
conclusions and the finding of answers to 
the reader. 

Péter Bertalan: A ‘Bittersweet’ Story. The 
Privatization of the Hungarian Sugar Indus-
try in the Light of Globalization and Geopoli-
tics. Éghajlat Kiadó, 2017, 186 pages.




