         Friedrich List in Hungary – a comedy of errors?
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                                         (Summary)
In 1844 F. List visited Hungary, getting an enthusiastic public reception. Aristocrats, opposition politicians, intellectuals etc. greeted him as the highest living authority on economic matters. He was praised as the man „who has most clearly revealed to the nation its true economic interests”. His book was the very first economic treatise translated and edited in Hungarian. Some political figures e.g. L. Kossuth, the emerging leader of opposition, who after reading List abandoned his former free-trade opinion and became an exponent of national autarchy, expected him to support their attempts to pursue a protectionist policy and its organization Védegylet (Protective Association) aiming the autonomous customs area as the first step to achieve economic and political independence of Hungary in the Habsburg Empire. Others e.g. Count Széchenyi, the great reformer regarded List as a potential ally helping to convince the Austrian authorities (Prince Metternich) about his comprehensive program of economic development (including the first railway projects, a Danube steamship company, a commercial bank etc.) and modernization. On his part List wanted to get the cooperation of his hosts for his ambitious plan of settling millions of German farmers and craftsmen in the densely populated Hungary, to promote the network of railways, canals and roads as the precondition of economic development, financed by German capital. He supported the establishment of Védegylet and the removal of tariff barriers hindering the Hungarian agricultural export to Austria but condemned the attempted boycott of Austrian industrial products as foolish and harmful. List visioned a custom union and a political alliance between the Zollverein and the Habsburg Empire which clearly contradicted to the growing nationalist zeal of most of his Hungarian hosts. His long memoranda on the economic and transport development of Hungary remained unanswered and his attempts to organize companies promoting these projects failed.
                                                                I. 
What did Friedrich List say in his toast on November 2 1844 in Pozsony (Pressburg - now Bratislava)? He arrived on October 31 in the city which still gave home to the Hungarian Diet, the law-making assembly of aristocrats and deputies of nobility.  He got an absolute VIP treatment, on the second day of his stay he was received by the Hungarian Palatine, the old and generally acknowledged Archduke Joseph. According to a contemporary press report the audience was quite long and this was regarded as a sign of List’s success: „the German Nationalökonom made a very favourable impression in this high circle” wrote F. Pulszky who visited List some years ago in Germany and met him again in Vienna. After the royal audience he spent the in a quite different company: the evening host was count Kasimir Batthyány, one of the magnates belonging to the political opposition and president of the Protective Association (Védegylet) which was established by rising opposition leader L. Kossuth to help Hungarian manufacture by voluntarily boycotting foreign manufactured goods for a period of six years. Among the guests representing the different groups of political opposition was count István Széchenyi, the leading spirit of transformation and modernization of Hungary via convincing the government in Vienna and the aristocracy to initiate the necessary and urgent reforms of polgárosodás (the Hungarian term carries a triple connotation: civilization, citizenship and embourgeoisement). During the diner List gave an economic lecture (staatwirtschaftlichen Vortrag) to the supporters of the association - reported a secret police agent and List used a similar expression later describing the event as a nationalökonomisches Gastmahl.  A year later List reproduced and printed his talk and toast in a newspaper article (more on this later) and this text was translated and edited in a Hungarian weekly with an editorial remark: „We remember that he talked a bit differently. But it doesn’t matter.” Without consulting archival sources one can only speculate what made the difference between List’s own report and the remembering of a Hungarian journalist sitting at the table in the Casino that evening. Perhaps List who like his hosts (he explained the self restriction of the speakers so: „the Hungarian aristocrats are true masters of avoiding political statements when decency forbids them”) was very careful not to fall in this trap nonetheless lost his self-restraint and became more enthusiastic than it was appropriate? His words were in the article: „We drink for the prosperity of Védegylet, long live the eternal brotherly kinship between Hungarian and German nations!” 
This small anecdote may help to explain the main proposition of my paper: the enthusiastic reception, the almost uninterrupted succession of parties and dinners („I am here for ten days but I didn’t have a single breakfast, lunch or dinner in my place” – complained List) cannot mask the basic divergences between his theoretical and practical intentions and the aims of his Hungarian hosts, representing the complex spectrum of political opinions, strategies and theoretical underpinnings.  
The first reception was formulated rather early: in 1841 months after the publication of his chef d’ouvre Das nationale System der politischen Ökonomie the newly elected member of the Hungarian Academy of Sciences Ágoston Trefort who despite of his young age (he was 24!) was regarded an authority in economic matters gave a lecture on the different systems of national economy. After reviewing mercantilism, physiocracy, Smith and his followers, he devoted some space to the critical tendencies against the doctrine of Smith. He described three camps of opposition: Sismondi and Bargemont who pointed out the dangerous consequences of unlimited competition and individualism, the pauperism and the depressing situation of industrial workers. The next author List: „his recently published book would make an epoch in economic science and would be the most important contribution to eliminate the dangerous errors and prejudices of Smith”.  Unlike the cursory treatment of Sismondi and Bargemont, Trefort recapitulated the main arguments of List in more detail and then raised the most important question: should we apply these principles to Hungary? His answer is not very clear-cut: the country has not reached the level of economic development when it is necessary to help the establishing of manufacture and industry. Why? 

The main reasons of backwardness and poverty of Hungary are the under-utilization of natural resources and the low level of agricultural production.  The country suffers from lack of capital and the laws do not encourage the investment of foreign capital. The low level of population makes impossible to bring out workers from agriculture to industry. The existing legal framework hinders the emergence of a middle class but the change is close and with the elimination of feudal constraints and institutions the agriculture and industry will grow and need an extended market.  The most straightforward way to provide this would be to ensure the Austrian market but this would require the abolishment of internal customs between Austria and Hungary. Trefort added hastily and not very logically (he just visioned the upcoming introduction of general and proportional taxation) that this cannot happen without compensating the Austrian producers who are unable to compete with Hungarian rivals enjoying traditional tax exemptions. Sacrificing the customs income would serve both the Austrian industrial producers and their Hungarian agricultural counterparts since it would increase the mutual demand. The last question Trefort tried to answer: how would industry emerge in Hungary without a special protective tariff? His answer was rather vague: the fundamental political reforms, the extension of constitutional rights to peasants etc. would create a favourable surrounding for industrial development in Hungary, the geographic distribution would become less uneven between the two parts of the Habsburg empire and both countries would enjoy the increase of power, industry and welfare like the member countries of the Zollverein.
The next significant event in the history of Hungarian List-reception was the translation and edition of Das nationale System in Hungarian.  The publication of the book in 1843 broke new ground in two respects. It was the first translation of this work and it was the first ever translated economic treatise in Hungarian which preceded by decades the translation of Quesnay, Turgot, Hume Smith, Sismondi or J. St. Mill, appearing in the last third of the century. The translator was a lawyer A. Sárváry who dedicated his work to a member of the very rich and influential banker family Sina (perhaps he supported the edition?). The translator’s introduction consisted two parts: a biography of List, based on an article from the Conversations-Lexicon der Gegenwart and a historical overview of economic systems from ancient times to the present (ending with Owen, Saint-Simon and Fourier) in a nutshell. At the end Sárváry asked himself: which system should Hungary chose? He avoided the direct answer referring to the articles devoted to this issue in the newly established political journal Pesti Hírlap. „Should we join to the German Zollverein – this question needs more time and careful consideration. Whether or no; this work of List has of the utmost importance. If we decide for joining we should do everything what he suggests to the members of Zollverein. If we decide against it we should find out which regulations help us to establish an independent national economy to bring out our trade from its present poverty to an upswing.”
                                                          II.

The articles referred by Sárváry were written by the editor of Pesti Hírlap, L. Kossuth. The political career of the young county lawyer and future leader of the Hungarian revolution in 1848-49 began during the 1832-36 diet when he edited the Diet Report on behalf the opposition. These reports were written in form in private letters and manually duplicated to avoid censorship. This made Kossuth a national spokesman of liberal reform movement and a dangerous rebel in the eyes of Prince Metternich and the Court of Vienna. He was arrested in 1838 and spent three years in prison studying economics, law, and languages. The unlawful actions rekindled the resistance of estates and united the traditional gentry opposition with the reformers. The government weakened also by its foreign policy difficulties had to concede and released the prisoners. Metternich received Kossuth and offered him the editorship of a newly established political journal to keep him under control. The government’s intentions backfired, Kossuth made the journal an exceedingly influential organ of political agitation for the liberal reform agenda. This agenda consisted three main parts: the internal reforms, the question of nationalities and last but not least the problem of backwardness and national independence. 
At the beginning the liberal reformers professed to be the disciples of Adam Smith and supporters of free trade. Their program was explained by count Istvan Széchenyi, „the greatest Hungarian” and the initiator many practical reform projects. He regarded necessary the abolition of entailment and fiscality for security of creditors, the right to land ownership for non-nobles, the abolition of guilds, monopolies, the development of transport: building bridges, roads, canals and so on. His aim was to facilitate the free movement of capital, labour and goods; he wanted to liberalize commerce and the legal system. Széchenyi was confident that if his recommendations were accepted, the transformation of the economy would be spontaneous. In his first articles Kossuth followed the same line of reasoning: Hungary is an agrarian state and her main task to develop the agriculture. Regarding the industrial development he remained faithful to the liberal credo, urging the abolition of monopolies, mercantile regulations, protective tariffs and so on. „The industry and trade wish fresh air” and he cited approvingly Hume, Smith, Bentham and Mill on the advantages of free trade and international division of labour. „We belong to those political economists who regard the best, when every nation produces what is most useful for them and exchanges the surplus for those articles which are produced more cheaply by others. The autarchy and forced industrialization would lead the country astray, only the freely and spontaneously developed industry has any future.” „I do not hold the view that a nation should itself grow and produce every- thing required for civilization and thus close itself off from the world ... but [I do believe we] should grow and produce what we can with profit and for which we possess all that is necessary.” 

But the consensus on these issues did not last for long; the emerging liberal reform movement became divided on the extent and nature of the reforms and the political and economic means to achieve their aims even though the purpose was the same: the creation of a new, modern, developed, bourgeois Hungary. Reading List Kossuth changed his mind, gave up his former commitment to Smith’s ideas. While he still agreed with Széchenyi regarding the symptoms of the country’s backwardness, his analysis of its causes and the cure he proposed were quite different. Kossuth concluded that Hungary’s economic ills were mainly due to its „colonial dependence” on Austria, „the existence of social and political institutions diametrically opposed to industrial interests”. The most important goal was for him of course, independent national development. „The Hungarian people want to be a nation, a nation by the standards of the nineteenth century.” Kossuth and his fellow opposition reformers were convinced that „today political independence, not supported by economic industrial independence is nothing but illusion and self-delusion which cannot be maintained for long. Therefore the question of industrialization was almost a matter of life and death, the failure to create an independent national economy would endanger the very existence of the Hungarian nation: „Our nation is beyond redemption unless it develops a sound and flourishing industry”. Kossuth now found in List a convincing argument for economic nationalism, rejecting free trade as an universal panacea, since history had fragmented mankind into separate national interests. To demand the absolute freedom of trade between strong and weak, developed and backward nations was a source of grave injustice and represented the shameless promotion of interests of more developed nations over countries like Hungary. The urgent task of creating a domestic industrial potential through protective duties seemed to address the vital topics of the day, outlined the solution for the problems hindering Hungarian development. But in Kossuth’s reading List was not only the prophet of economic nationalism, he was the champion of German nationalism, the Zollverein „built exclusively on German national foundations” and therefore any country joining to it „sooner or later would be German too”.  
What was the reason of this suspicion? List had a great vision of future power relations and balances in Europe providing a proper role for a greater Germany based on a national economy and constitutional democracy. In List’s eyes the balance between Britain and Germany to protect themselves against the French and Russians depended on the German domination of the Balkans and central Europe. How this was to be achieved was the main preoccupation of List for many years. He believed that when the corrupt rule of the Turks in the Balkans collapsed, as it was bound to, the Habsburg Empire would step in and fill the vacuum with the introduction of an efficient administration. Future economic power over the region would necessitate close cooperation between Germany, Austria and Hungary. Since Germany lacked a strong central political authority, List suggested that close cooperation between the Zollverein and the Habsburg dominions should be established as first steps towards eventual political cooperation. The Habsburgs, as custodians of the traditions of the Holy Roman Empire, he regarded as the natural leaders of the German states. 
List proposed that close economic collaboration between the Zollverein, Austria and Hungary might be achieved in stages. First, the German customs union should be extended to include the free cities of Hanover, Hamburg and Bremen, while at the same time the customs frontier between Austria and Hungary should be abolished. In the next step these two large customs areas should be united to secure freedom of internal trade throughout central Europe. Then, since Hungary was the key to Turkey and the whole of the Levant, the German element in Hungary, and later in the Balkans, would have to be strengthened though the promoting of migration by farmers, peasants and craftsmen from south-western Germany to the lower Danube, a region which would one day have to be incorporated in an enlarged Austro-German customs union. The lower Danube area was understood as stretching from Pressburg (Bratislava) to the mouth of the river in the Black Sea. The role of Hungary as an immensely valuable market for Austria’s manufacturing industry would be reinforced through migration. List thought that Hungary could absorb 500,000 immigrants every year. 
This was simply unacceptable to Hungary – stated Kossuth. He would support a trade agreement with the Zollverein based on independence and mutual interest but joining to it would lead to give up the very essence of Hungarian nationalism: we are Hungarians and we want to remain Hungarians. He added a further dangerous consequence of the accession to the Zollverein, the natural gravitation of the 40 million Germans would hinder the Hungarisation of the urban middle class, which for greater part was of German origin, and partly Jewish. The Zollverein acting as a melting pot would inevitably destroy all prospects of forging an independent Hungarian nation. „If we really should perish I know death to be far more glorious than a shameful crumbling away, than such a cowardly national suicide.”  Connecting the industrial development with the demand of an independent protective tariff for Hungary Kossuth used every possible argument from statistical tables to national sentiments and rosy pictures of imagined markets for Hungarian products in distant countries. 
However, Kossuth as a practical reformer was more interested to adjust List’s suggestions and proposals to prevailing Hungarian conditions to promote industry than in abstract theorizing on the intricate relations between industrial development and tariff policy. He declared that „any doctrine of the political economy applied with great consistency will lead to absurdities”. He regarded the establishment of associations (the Industrial Association in 1841, the Protective Association and the Association of Manufacturers in 1844) and the various pro-industry campaigns useful tools serving two aims: the promotion of Hungarian economic progress and fundamental political transformation of society despite of their declared non-political nature. The Protective Association was the most successful if not in economic terms (its impact on foreign trade was insignificant) but in collecting several thousands of members pledging not to buy foreign manufactured articles for six years.  This number was high enough to worry the Austrian government, partly because the association united different social groups and political factions under the common slogan of economic development. „It is incomprehensible to me” wrote Kossuth some weeks before List’s visit in 1844, „how anyone could refuse to support such harmless and purely economic objectives.” Metternich, the chancellor was of a different opinion. In a memorandum to the emperor he wrote that the admitted objective of the association was absurd, while its concealed purpose amounted to high treason. 
The Hungarian conservatives who appeared as a new political group opposing the rigid conservative system of Metternich showed an inclination towards limited and controlled reform. They attacked Kossuth and his protective association for they were convinced that the country’s interests were served neither by opposing Vienna nor by a greater economic independence but by the union of the empire and by strengthening Hungary’s position within it. Instead of protective tariffs for the Hungarian industry they demanded a customs union ensuring the Austrian market for Hungarian agricultural products that is for themselves: the great landlords. In some respects their ideas and criticism of the radical opposition were similar to those of Széchenyi, but their goals were different: While Széchenyi insisted on the role of the aristocracy in order to achieve a successful bourgeois transformation, the conservatives wanted to remain the leaders themselves keeping the power in their hands.  
Széchenyi also argued fiercely against Kossuth’s political and economic agenda and condemned what he regarded a passionate and dangerous political agitation appealing to emotions. In his eyes Kossuth failed to offer a systematic logical economic argument for his proposals to strengthen the independent political and economic status of Hungary. He considered both the nationalist ambition of Hungarising the national minorities and raising the question of independence as counterproductive. Széchenyi argued that because Hungary was wedged between the huge German and Slavic blocks, this policy would bring menacing reactions from neighbouring countries. The clash with Vienna was also misplaced, since the overwhelming forces of the empire was at the disposal of the Court, bringing the disaster to Hungary in a possible conflict. He supported the idea of a custom union and argued that to secure the Austrian market for agrarian products of Hungary by this way would give rise to capital accumulation helping to start industrial development even without the assistance of protective tariffs. Széchenyi felt that Kossuth wanted to achieve the transformation of Hungary using mass pressure and organizing broader social mobilization which would undermine the leading role of traditional aristocratic elite, would increase the tension and would end with a revolution and its tragic failure. His attempt to regain his former position as the accepted leader of moderate opposition failed, the public opinion became more and more radical and found his hero in Kossuth. As a consequence of this failure he turned toward non-political causes and projects which could promote the intended transformation of Hungary without direct political involvement (regulation of the main rivers, development of shipping, building the first bridge between Buda and Pest, development of transport etc.) and he accepted an official post to coordinate the development of Hungarian transport facilities.
This rather complex political landscape waited List when he visited Hungary and met all the key figures. He had to be rather careful in his statements to get support for his grandiose projects from every partners: from prince Metternich in Vienna, from Archduke Joseph in Buda, from count  Széchenyi and from Kossuth and his Protective Association. His talk (economic lecture) already quoted in my paper clearly displayed that he was aware of the difficulties and tried to find a middle way „not to disturb the good spirit and appetite of the leaders of different parties at the dining table”. List discussed the different concepts of ethnic and political nation, neglected in the Hungarian debates (and reported that Széchenyi was pleased by this argument) and the necessary conditions for the development. He assured his audience that the German settlers would invigorate Hungary and even visioned their voluntary Hungarization. He greeted the establisment of the Protective Association and its efforts to develop Hungarian industry but added that the political ties between Austria and Hungary are not only necessary but mutually beneficial so the Austrian government has a strong interest in Hungary’s successful development. List acknowledged the problems generated by the custom barrier between Austria and Hungary but refused the boycott as a weapon to struggle against it. According to him to achieve the aims of the association their leaders should give up their suspicion against the government and realize that their aims are pretty much the same even the methods can be harmonized.  List expected that the wise leader of the Austrian government (referring to Metternich) would not suppress the association, quite the contrary: they would work together to develop industry and agriculture creating an ever-growing market for their products. Following this path Hungary has a brisk future: the necessary reforms would open the path of economic development, an increasing and educated population bringing the country to the level of German territories.  His message mixing economic reasoning and emotional appeal was well received (Széchenyi who also spoke this occasion drily reported only the fact of the meeting in his diary) and his next days were spent in frenetic activities: for example List took part in establishing a joint stock company to bring German craftsmen, building flour mills and so on. 
List’s impact on the Hungarian public debates was quite important but short-lived, his proposals remained on paper, Kossuth and the other radicals were more interested to borrow his ideas serving their purposes than taking seriously the plans for the future Mitteleuropa. 
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