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Karl Polanyi (1886–1964) was one of the twentieth century's most original interpreters of the
market economy. His penetrating analysis of globalization's disruptions and the Great
Depression's underlying causes still serves as an effective counterargument to free market
fundamentalism. This biography shows how the major personal and historical events of his life
transformed him from a bourgeois radical into a Christian socialist but also informed his
ambivalent stance on social democracy, communism, the New Deal, and the shifting intellectual
scene of postwar America.The book begins with Polanyi's childhood in the Habsburg Empire
and his involvement with the Great War and Hungary's postwar revolution. It connects Polanyi's
idealistic radicalism to the political promise and intellectual ferment of Red Vienna and the horror
of fascism. The narrative revisits Polanyi's oeuvre in English, German, and Hungarian, includes
exhaustive research in five archives, and features interviews with Polanyi's daughter, students,
and colleagues, clarifying the contradictory aspects of the thinker's work. These personal
accounts also shed light on Polanyi's connections to scholars, Christians, atheists, journalists,
hot and cold warriors, and socialists of all stripes. Karl Polanyi: A Life on the Left engages with
Polanyi's biography as a reflection and condensation of extraordinary times. It highlights the
historical ruptures, tensions, and upheavals that the thinker sought to capture and comprehend
and, in telling his story, engages with the intellectual and political history of a turbulent epoch.

Here is the book the many admirers of Karl Polanyi have been waiting for: a vivid, thoroughly
researched, and lucidly written intellectual biography that is worthy of its subject. It traces
Polanyi's life and developing ideas first in central Europe, then in Britain and North America,
showing both their rootedness in the 'lost world' of twentieth-century socialism and their ever-
greater relevance to making sense of the market societies of our own time. -- Steven Lukes,
author of Power: A Radical ViewOne of the best biographies ever written of any intellectual
emerging from the horrors of mid-twentieth-century Europe. It meticulously covers the whole
ground―from the Jewish roots in Budapest through the First War, brilliantly reconstructs the
milieu and debates of interwar Vienna, and adds enormously to our understanding of The Great
Transformation. A compelling portrait, it is successful not just as an intellectual biography but as
a personal one as well. -- John A. Hall, author of Ernest Gellner: An Intellectual BiographyWriting
the intellectual biography of one of the truly great thinkers of the twentieth century, an heir to
Rousseau―comparable in importance to Max Weber or to John Maynard Keynes―is a daunting
enterprise. Particularly so, since Polanyi's life is bound to the history of a European radicalism
now defunct or dormant. Gareth Dale is equal to this task, the complexity of which is incredible. I
have no doubt that this is a durable work that will be read by generations. Also, it will show that
this half-submerged chapter in the chronicle of revolutionary and―to say the same with another



word―theoretical upheavals is indispensable for everybody who still insists on being able to
think critically. -- G. M. Tamás, author of Innocent Power: 100 Notes, 100 ThoughtsThis is a well-
written, often sparkling, always informative, comprehensive narrative about the life and work of
Karl Polanyi. The analysis is rich with cultural and historical contextualization, full of interesting
allusions and reflections, and wonderfully evocative of the unfolding events on a European and
transatlantic stage―it will be the standard reference point for all future work on Polanyi. -- Bob
Jessop, University of LancasterThis much needed and accessibly crafted biography by a
recognized authority on Karl Polanyi is well researched and supported by a range of sources,
including archival material, interviews, and other contemporaneous scholars. The rich historical
sourcing provides stimulating material for both scholarly audiences and general readers
interested in the lives, contributions, and intellectual thought of fascinating individuals and
scholars who lived through this particularly era. -- Sally Randles, Senior Research Fellow at the
University of Manchester Institute of Innovation ResearchThe long wait for an intellectual
biography of Karl Polanyi is finally over. The task is intimidating because Polanyi's concepts are
difficult to untangle and his life was divided into successive sojourns in five different countries
with three different languages. But Gareth Dale has succeeded in writing an engaging and
meticulously researched book that illuminates Polanyi's ideas and situates them in their proper
historical context. -- Fred Block, author of The Power of Market Fundamentalism: Karl Polanyi's
CritiqueGareth Dale's new biography offers us a bracing reminder of a far richer world of
socialist activity that once existed in much of the West. -- Nikil Saval ― The NationGareth Dale
has done an outstanding job of recounting Polanyi's very full life in both the political and
academic realms.... For those interested in the work, not only of Karl Polanyi... this book will be
invaluable. ― EH-NetThis terrific book can be read on different levels, learning about Jewish
evolution as well as the gross of modernist thinking...Dale deserves great credit for his
masterpiece. ― ChoiceDale has delivered much-needed, excellent scholarship on the
intellectual history of the twentieth century. ― European History QuarterlyTo those for whom
Polanyi has become an intellectual or political inspiration, Dale’s biography is a landmark. ―
Chronicle of Higher EducationDale’s invaluable portrait unsettles some of the received images
of its subject, above all by tracing his intellectual journey in its full sweep. ― DissentThis clear
explication of [Polanyi's] provocative ideas [is] timely and relevant. ― Foreign AffairsA
penetrating and revealing account that reconstructs the social and political milieus in which
Polanyi developed his ideas, and it explicates and provides context for the contradictory currents
in his thinking about politics, economics, and social theory. -- Fred Block and Margaret R.
Somers ― Contemporary SociologyIlluminating. ― Boston ReviewGareth Dale’s intellectual
biography of Polanyi―the first such book―is exceptionally satisfying:thoughtful and engaging,
detailed yet focused. ― New Political ScienceThe book can safely be considered the definitive
biography of Polanyi, unlikely to become rivalled by any other that may emerge on the wave of
Polanyi’s increasing popularity. The book not only benefits from its author’s deep familiarity and
sympathy with Polanyi’s work, but also from Dale’s skilfull pen. ― LSE Review of BooksLike all



good biographers, Dale convinces in subtle ways through a careful piecing together of the words
and actions of his subject with diverse other sources and his deep knowledge of the
encompassing milieu ― SoziopolisThere is much to be said about Polanyi’s social
circumstances and life story, beautifully recounted in Dale’s biography ― DemocracyGareth
Dale’s intellectual biography, Karl Polanyi: A Life on the Left, does a fine job of exploring the
man, his work, and the political and intellectual setting in which he developed. This is not the first
Polanyi biography, but it is the most comprehensive. ― New York Review of BooksGareth Dale
could hardly have chosen a more propitious time to publish this substantial political and
intellectual biography -- Barry Hindess, Australian National University, Australia ― European
LegacyReading this excellent biography gives a glimpse not only into the mind of Polanyi but
also into the constantly changing nature of our economic system and the streams of social
thought that strive to change it even further. ― American Historical ReviewA post democratic
dystopia where efficiency acts as the arbiter of social ethics has by now (re )imposed itself,
which explains why Polanyi's work has found its well deserved place among social scientists’
classics. This is a reason enough to read about the historical context of Polanyi's lucid work and
his interesting life. Dale gives an excellent account of both, though the work can speak for itself
nonetheless. -- David Hollanders, University of Amsterdam ― British Journal of Industrial
RelationsA substantial and well-researched intellectual biography. ― History of Political
ThoughtA very well-written biography. ― History of Economic Ideas --This text refers to the
hardcover edition.About the AuthorGareth Dale is senior lecturer in politics and international
relations at Brunel University, London. His other books include Karl Polanyi: The Limits of the
Market (2010), Karl Polanyi: The Hungarian Writings (2016), and Green Growth: Ideology,
Political Economy, and the Alternatives (2016). --This text refers to the hardcover edition.Book
DescriptionThis biography shows how Karl Polanyi transformed from a bourgeois radical into a
Christian socialist. Polanyi's experience was a reflection and condensation of extraordinary
times that informed his ambivalent stance on social democracy, communism, the New Deal, and
postwar America. It highlights the historical ruptures, tensions, and upheavals that he sought to
capture and comprehend and, in telling his story, engages with the intellectual and political
history of a turbulent epoch. --This text refers to an alternate kindle_edition edition.Read more
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prepared.CONTENTSAcknowledgmentsINTRODUCTION IN THE EAST-WEST SALON
BEARING THE CROSS OF WAR TRIUMPH AND TRAGEDY OF RED VIENNA
CHALLENGES AND RESPONSES THE CATACLYSM AND ITS ORIGINS “INJUSTICES AND
INHUMANITIES” THE PRECARIOUSNESS OF EXISTENCE A LOST WORLD OF
SOCIALISMNotesIndexACKNOWLEDGMENTSIn researching the life and work of Karl Polanyi I
have benefited from the goodwill of many people, notably members of Polanyi’s family, his
friends, and former students. To Kari Polanyi-Levitt in particular, I express my gratitude for her
willingness to sit through interview after interview, in Montreal (five times in 2006 and 2008) and
by telephone (on seven occasions in 2007–2009), with innumerable e-mail and telephone follow-
ups (2006–2015). Other interviewees who kindly agreed to answer questions include Don Grant
(in London, May 15, 2009, with additional material provided in 2013 and 2015), Immanuel
Wallerstein (at the appropriately named East-West Hotel in Moscow, September 12, 2009),
Istvan Meszaros (in London, December 12, 2010), Abe Rotstein (by telephone, May 16, 2009),
Robert Halasz (by e-mail, September 28, 2011), Jean Richards (by telephone, August 17,
2011), Mihály Simai (in Montreal, December 11, 2008), Gregory Baum (by telephone, January
11, 2009), and Anne Chapman (by telephone, July 19, 2009). Anne was among the warmest
and most charming people whose acquaintance I made while researching this book, and it was
with sorrow that I learned of her passing in 2010.I was fortunate, in addition, to gain access to a
number of archives that contain a wealth of unpublished texts—including memoirs,
correspondence, essay fragments, book notes, and eyewitness accounts, by Polanyi himself, by
his wife Ilona Duczynska, and by his students, friends, and acquaintances. A substantial portion
of sources consulted were originally in German and Hungarian. The large majority of translations
from German sources, published and unpublished, are my own. Translations and summaries of
Hungarian texts were almost all provided by Adam Fabry, with some by Kinga Sata. This was no
easy task, given Polanyi’s scrawl. Even his medical doctor (of all people!) implored him to write
more legibly, and I have abiding memories of poring over his correspondence, word by spidery
word, alongside Adam and a magnifying glass.1 To him especially, and to Dr. Sata, I am
boundlessly grateful, and likewise to the bodies that funded their labor: the Nuffield Foundation



and the Amiel-Melburne Trust. Thanks are also due to my hosts in Montréal, Mathieu and
Frédérique Denis, and to Brunel University’s Business School, its School of Social Sciences,
and the Lippman-Miliband Trust, which funded my sojourns in Montréal in, respectively, 2006,
2008, and 2010. Research trips to Chicago, Budapest, and Vienna, as well as visits to Montréal
and New York in 2014, fortuitously branched from other engagements that were funded by the
British Academy, the University of Vienna, McGill University, Université de Montréal, and the
“Tanácsköztársaság: Ninetieth Anniversary” conference in Budapest.In writing this book I have
been assisted by numerous people. As a background influence, I thank my parents for having
introduced me to several of the principal narratives and milieux explored in this book: Jews and
communists of Mitteleuropa; and, in Britain, Quaker socialists and social democrats in their
various stripes. More immediately, I am grateful to a series of friends and acquaintances who
read draft chapters and excerpts. Through their comments and criticisms they have significantly
improved its empirical accuracy and the coherence of its argument. My greatest debts are to
Kari Polanyi-Levitt, Chris Hann, and John Hall, each of whom combed through the entire
manuscript. I am grateful to Don Grant, Thomas Uebel, John O’Neill, and Sander Gilman, who
commented on a chapter each, and to Ruth Danon, Dan Tompkins, Marty Moleski, Stephen
White, Perry Anderson, Tibor Frank, Judit Szapor, and Matthew Grimley, who lent a hand on
points of detail.The archives I utilized were the Karl Polanyi Archive (Concordia University,
Montréal); the Michael Polanyi Papers (Regenstein Library, University of Chicago); the Polanyi
Family Papers (Országos Széchenyi Könyvtár, Budapest), the archive of the Society for the
Protection of Science and Learning (Bodleian Library, Oxford University), and three sets of
papers at the Butler Library of Columbia University: those pertaining to Karl Polanyi, Oscar
Jaszi, and Robert Merton. In references, the archive’s name is abbreviated, with numbers
denoting container and folder. For example, KPA-23–9 refers to folder 9 in container 23 at the
Karl Polanyi Archive. The other archives are abbreviated as MPP, PFP, SPSL, KPP, OJP and
RMP. I thank the archivists at all five repositories for their assistance, in particular Ana Gomez at
the Karl Polanyi Institute. The abundance of source materials has been a boon but the attempt to
weave from it a faithful portrayal inevitably encounters problems of selection and of the
fragmentary nature of evidence, the subjectivity of witnesses and of authorial interpretation, and
the hazard that by tracing successive layers of the palimpsest, and by giving prominence to
particular statements and phrases, one may accord them a permanence greater than their
authors might have intended. Given the lively current interest in Polanyi’s life and work, we can
be hopeful that any errors of reference will be rapidly brought to light and differences of
interpretation will be debated.Finally, a note on orthography is required. Names of Hungarians
who gained recognition in the Anglosphere appear in anglicized form. For all others, the
Hungarian is used.INTRODUCTIONDuring the interwar period a quartet of Hungarian exiles, the
brothers Karl and Michael Polanyi and their friends Georg Lukacs and Karl Mannheim,
dedicated themselves to diagnosing the economic, political, and spiritual crisis of the age. It was
a task to which they appeared peculiarly well suited. They had spent their childhood and youth in



Budapest, the capital city of the frailer half of the Austro-Hungarian Dual Monarchy, a short-lived
and forgettable empire that had been created in submission to Prussia and was destroyed by
the mutiny of its own armies. They had lived through a concatenation of historical upheavals and
conflicts: the breakneck expansion of Hungarian capitalism and the still more rapid and
continent-wide transition from a system of empires to one of nation-states, the First World War
and the revolutions that brought it to an end, the rise of economic nationalism, of fascism and
Stalinism, and finally the Great Depression.When their parents’ generation had come of age in
the mid-nineteenth century, imperial implosion and fascist persecution were nowhere on the
horizon. For the liberal bourgeoisie the epoch was optimistic. Its flavor is captured in the
character of Laszlo Hegedüs in The Happy Generation, a bildungsroman by Ferenc Körmendi.
“This age,” Hegedüs exults, “will be a happy one because—because there is no reason to the
contrary. Oh this happy generation! Science is impelling civilisation to take great steps forward;
human knowledge is extending and every day adds a new layer of bricks to the palace of human
welfare and the peace of nations and souls.”1 This splendid construction process was speeding
up, with Hungary enjoying an exceptional economic surge. Average annual growth in national
income, 2 percent or thereabouts before Polanyi’s birth, accelerated to 7 percent during his
childhood and touched 9 percent during his teenage years. The growth hub was Budapest.
When its components, Buda, Pest, and Óbuda, were unified in 1873 the city’s population passed
the 300,000 mark. By 1900 that figure had more than doubled, elevating it from obscurity to
Europe’s sixth largest metropolis.Budapest was a city of contrasts. Without leaving his street,
Karl could attend the theater or the opera, listen to students—including Bela Bartok—practising
at the Academy of Music, or watch as the gleaming tracks of continental Europe’s first
underground railway were lowered into place. On the horizon, smoke rose over the factories and
slums of Kiszpest, and beyond lay the puszta. In theory serfdom had been abolished, but in
practice labor relations on the landed estates had scarcely changed since feudal times, and in
some parts, the diet was so poor that mens’ voices did not break until the age of twenty.2 This
could seem a benighted wilderness against which Budapest stood out as a citadel of
cosmopolitan civilization—or indeed, from an alternate vantage point, a world of honest face-to-
face intimacy that put the metropolis to shame, with its venality and casino commerce. A few
hours by road or rail in the other direction lay Vienna. The imperial capital was in the throes of
cultural experimentation and was pulsing to market opportunities and a new individualism. It was
here, and now, that methodological individualism was first introduced into economic theory and
here, too, that the priest was being elbowed out by the therapist as the provider of meaningful
narratives of life.In the Habsburg Empire’s high-contrast psychogeography, the great clash of
visions that characterize societies undergoing the breakthrough and consolidation of capitalist
society assumed a singular force. That conflict is traditionally represented as pitting
Enlightenment liberalism against Romantic reaction. In one corner we find gesellschaft, an
atomistic and universalistic outlook that reveres individualism, human rights, market freedoms,
and cosmopolitanism; in the other, gemeinschaft, a conservative or communitarian vision of



society constituted as an organic totality, with communal connectedness and cultural
particularities exalted.3 The cohort of Budapest intellectuals to which Polanyi belonged, the so-
called Great Generation (whose roster counted Lukacs, Mannheim, and the Polanyi siblings as
well as Oscar Jaszi, Ervin Szabó, the art critics Arnold Hauser and Béla Balázs, the poet Endre
Ady and composers Bartok and Zoltan Kodaly, the mathematician John von Neumann, and the
physicists Leo Szilard and Edward Teller), was stirred and troubled by this “Habsburg Dilemma.”
They were painfully aware of their country’s backwardness yet were closely attuned to innovative
political and intellectual movements elsewhere in Europe. They were “more thoroughly
disenchanted with the present and more passionately invested in the future” than their West
European counterparts, in the judgement of Mary Gluck. As East Europeans they invariably
found themselves “somewhat outside West European developments,” and as Jews, many were
excluded from “an inward-looking and increasingly anti-semitic national community.” Their
inability “to find genuine roots in the stony soil of turn-of-the-century Hungary,” she suggests,
encouraged a nostalgia for the possibility of the gemeinschaft that seemed perpetually to elude
them.4Although sometimes considered a thinker of gemeinschaft, Polanyi is better understood
as a synthesizer, a freethinking humanist on a quest for community. As such, he was destined to
tease out, and become entangled in, the contradictions between liberal and communitarian (and
socialist) thought that formed (and form) the dominant creative tension within political philosophy
—the seemingly contrary pulls of responsibility to individual and to community; the divergent
demands of adherence to the doctrine of individual integrity and the duty of maintaining and
developing community life. He prized the triumphant ascent of the self-reflexive actor equipped
with an independent moral conscience, and he vehemently opposed any worldview that
disavowed the responsibility of individuals for their collective future. A dignified and virtuous life,
he maintained, must be founded on an acceptance of individual responsibility, or duty. (At the
personal level, Polanyi was the soul of civic duty. He insisted on “the responsibility of citizens to
pay taxes” and “wouldn’t tolerate conversations where people discuss how to evade,”5 and he
took as axiomatic that individual freedom remains a shrivelled shrub if it is not nourished by the
citizens’ commitment to do their duty.) Equally, he supported the complementary precept that
government has a moral duty to provide for the good life of the citizenry as a whole. Illustrative of
this patterning of his thought are the political movements to which he subscribed. An early one
was “liberal socialism.” Another was the anarchism with which he briefly flirted—not a
Stirneresque individualism but the Christian species, of which Leo Tolstoy was the figurehead.
When he returned to the socialist tradition, it was to its “guild socialist” avatar, a movement that,
while advocating an “old English individualism” and defending workers’ rights against the state,6
held that liberties and obligations should be framed principally in group terms, with the rights
and duties of associations in civil society determined according to their function in society as a
whole. Later he involved himself with Christian socialist groups, for whom an ethos of duty was
common currency—whereby duty connoted above all service to the community, as distinct from
its more normal associations of obedience to existing institutions and social superordinates.7A



substantial segment of the Great Generation adhered to socialist currents of one stripe or other,
and when divisions in that movement were severely aggravated during the decade of war and
revolutions that commenced in 1914, they rallied to different flags. Polanyi fought in the war,
Lukacs did not. Following war’s end the two engaged in a public political duel: Polanyi issued an
idealistic call for the construction of an ethical basis for social organization in an era that he
diagnosed as suffering from acute spiritual crisis, while Lukacs advocated an action-oriented
philosophy, Marxism, geared to the actuality of revolution in an age of social crisis. Their debates
took place amidst the tumult of a revolutionary upheaval that lasted fully ten months but ended in
defeat and White Terror, forcing many, including Polanyi and Lukacs, to flee the country. Their
destination was Austria, while Michael Polanyi and Mannheim chose Germany.A decade or so
later, with fascism on the march, all four found themselves in exile yet again: Lukacs in Moscow,
the others in Britain. All were engaged in a quest to find the meaning of the political convulsions
that were wracking their lives, Europe, and the world, and all four, in different ways, focused their
diagnosis on the fragmentation of society. For Lukacs, the problem centered on the social
fractures engendered by capitalism, a society in which human activity is reduced to the egotistic
responses to abstract forces of atomized individuals and in which, correspondingly, the reigning
forms of consciousness prove incapable of comprehending the particularities of empirical
existence as “aspects of a totality, i.e. as the aspects of a total social situation caught up in the
process of historical change.”8 It was working people, in their dialectical existence as conscious
political beings and objectified commodities, who possessed both the capacity to comprehend
the social process as totality and an interest in breaking out of the iron cage of reification. For
Mannheim, society had splintered into separate spheres—“homo economicus, homo religiosus
and homo politicus”—under the impact of liberal modernity.9 The rise of liberal individualism and
the market system had atomized society and subordinated social values systematically to the
economic. For Michael Polanyi, the divide to be sutured was that between science on the one
hand and ethics and religion on the other.10 He advanced a Burkean defense of liberal
capitalism, one that appealed to the ineffability of tradition as contrasted with the hubristic,
totalizing, and rationalist tenets of ideological thought.11 Liberal capitalism, in his conception,
had proved itself to be a spontaneously evolving and reliably functioning social tradition, one
that, suitably corrected by laws, regulations, and Keynesian intervention, provided a perfectly
comfortable habitat in which modern human beings could thrive. This liberalism would not be of
a utopian kind; the “innocent” liberal ideals that he and Karl had “breathed” in their childhood
could not be recovered after the trauma of war, fascism, and the Depression.12 The task instead
was to reconstitute liberalism on a robust basis, one that was capable of withstanding modern
scepticism.Karl Polanyi, meanwhile, was sketching out a thesis that was to offer a counterblast
to his younger brother’s. In his optic, the journey from gemeinschaft to gesellschaft had
witnessed traditional socioeconomic practices recklessly cast asunder, as market capitalism
“disembedded” economy from society. In this, it represented a violent and hazardous rupture
with all previous tradition. For him, the historical wound to be healed was the one that had been



ripped open between economy and society, and only its closure would truly enable a flourishing
both of individual responsibility and community. The institutionalization of the market system in
Britain, he argued in The Great Transformation, had led to the corruption of liberalism’s ethic of
individual responsibility by its economic commitments, and liberal political economy had
sanctioned “a denial of responsibility on the part of the well-to-do for the conditions of their
fellows” that served to demolish “the traditional unity of a Christian society.”13 In this, he was
advancing an interpretation of the ethic of responsibility in diametrical counterpoint to that of
right-wing liberalism, the defining document of which was the 1834 Poor Law Report, which held
the poor to be responsible for their own predicament and not innocent victims of fate. This
stricture, Polanyi contended, acted as the ethical accomplice of the material forces that had
brought the labor market into existence, viz., the “fear of privation” that drives the worker to
market.14In his Great Transformation, Polanyi charted the phenomenology and economic
history of market society. With regard to its phenomenology, he was guided by the Rousseauian
question of how moral habits are shaped by social and political institutions.15 If human beings
are institutionally treated as if they were one-dimensional, egotistical incentive-seekers
motivated by cost-benefit calculus, one should not be surprised if that is what they become.16
As for its history, his emphasis was on the exceptionally sharp disjuncture between the
embedded economies of the past and the disembedded market society of nineteenth-century
Britain. This thesis, at first sight, appears to sit within a genre of historical sociology that seeks to
explain the “Great Ditch” that separates premodern civilizations from modernity.17 But
appearances deceive. Explanations of the ditch can be divided, broadly, into three currents.
Some privilege the category of social relations of production and theorize the modern side of the
ditch as capitalism. Others privilege exchange relations and the division of labor; their focus is
on the gradual transition to commercial (or market) society. A third group privileges technological
change, above all the Industrial Revolution that brought forth industrial society. In which of these
groups does Polanyi’s Great Transformation belong? Although exhibiting affinities with the
commercial and industrial paradigms, it cannot be assimilated to either. Its dichotomy is of
embedded societies, in which markets are either marginal or enmeshed in social and religious
institutions, and market society, characterized by a sharp demarcation between the market
economy and other institutional spheres, in which economic relations are conducted
contractually and a utilitarian and materialistic spirit reigns. Market society, in Polanyi’s
assessment, is a transient liberal utopia, which, in the mid-twentieth century, was experiencing
its inevitable and terminal demise as the socioeconomic dislocations that it had bred spawned
irreconcilable contradictions. From out of the ensuing crisis a “great transformation” had
commenced, one that was destined to re-embed economy in society. Thus, if Polanyi’s theory
includes a Great Ditch, it is not one that partitions pre-modern society from modernity but
instead divides the liberal Euro-America of the nineteenth and early twentieth centuries from all
other social formations, past, present, and future. But in the postwar period, Polanyi looked on,
somewhat puzzled, as the great transformation stalled. A tendency toward state intervention in



economies remained robust, as he had predicted, yet it was evolving in tandem with an equally
sustained tendency toward the universalization of the commodity form, and this he had not
foreseen. Gradually he came to reconstruct his theory along more mainstream Great Ditch lines,
with the divide now determined by the Industrial Revolution such that all industrial economies,
liberal market or étatiste alike, were subsumed under the master category of the Machine
Age.This maze of ditches is indicative of a tension at the core of Polanyi’s social theory. It is one
of the many unresolved contradictions in his work, one of the many moments when, in piecing
together the jigsaw, some pieces do not seem to fit. Such puzzles and paradoxes provided the
initial impetus for the writing of this biography, in part because to understand them requires a
thinking through of Polanyi’s life and times, but also because it is the tensions and contradictions
in his personal commitments and his oeuvre that give them their engagingly maverick character.
Polanyi was, for example, in love with a Bolshevik while spurning Bolshevism; he was a social
democrat who disdained the social-democratic orthodoxy, and a liberal who charged classical
liberalism with full responsibility for the collapse of its dreams. He was a humanist—in the sense
that he held that anything that violates human dignity should be subjected to theoretical criticism
and practical obstruction—and yet a steadfast defender of Stalin’s regime in Russia. In his
correspondence he can appear moralistic, not to say straitlaced, yet he was an eager reader of
Lady Chatterley’s Lover, and of his two most cherished Shakespeare poems, one was the
uninhibitedly lustful Sonnet 129.18 He was a Christian who rarely if ever worshipped God, a
modernist who immersed himself in study of the ancient world, and an ardent supporter of the
peasant’s cause who lived almost exclusively in sprawling conurbations. It may be that
biographical research, in its ability to juxtapose traits developed in different decades of the
subject’s life, is prone to exaggerate contradictions such as these. Yet Polanyi cast his own
personality in a not dissimilar light. One letter to Michael, for example, ruminates semi-
apologetically on the contradictions of his character. His “passionate loyalties” tended to be
“frustrated by an erratic lack of response” on his part, and the ratio between his “generosities
and withdrawals” was too often out of kilter. He was overly “sensitive to superficial hurts” and
unduly hard on himself, “helpless when led, overhelpful when leading,” “too selfless” and yet
forgetful of others and of the need to express affection; and unable to say “thank you” for gifts
that he was deeply grateful to have received. Add to this list “an almost complete incapacity to
defend myself; an abhorrence of clarifications, and you have the impossible person that I
am.”19The protean and contradictory aspects of Polanyi’s political positions and personality
make him an attractive biographical protagonist, requiring as they do a detective’s application
and knack. But he is an appealing subject in other ways too. By all accounts he was a genial and
engaging man. “Twinkling eyes” and “an aura of warmth, humanity and endless curiosity”20 are
the words that came to the son of his friend Donald Grant, while the son of another friend,
Robert Halasz, recalls him as “kindly, with a benevolent manner [and], in keeping with his
vaguely Oriental appearance, Buddha-like.” In the words of his second cousin, he laughed “in a
beautiful way,”21 while his friend Peter Drucker recalls him as “full of ideas, warm and generous,



with a smile that could light up a winter’s night.”22 His intellect was sparkling, his writing style
engagingly sibylline, the questions he asked were fresh, and his answers original. The
influences that irrigated his ideas spanned the millennia and ranged widely across the arts and
sciences. His knowledge and talents ensured that he excelled in a series of occupations:
political impresario, editor, journalist, teacher, and scholar. And if we pan out from his personality
and talents to his family and friends, we uncover layer upon intriguing layer: a larger-than-life
family, with a captivating and talented mother and passionate relationships among the siblings,
an activist-intellectual wife, and a galaxy of friends, many of whom were seeking to study and to
shape the extraordinary times through which they were living.The focus of this biography is on
the process of Polanyi’s intellectual formation, as he interacted with the changing social and
geopolitical environment. It seeks to reconstruct his political and intellectual development,
introducing the traditions that excited his interest, homing in on those elements in his thought
that were to become stable and permanent, and opening out to what Stefan Collini calls “the
context of refutation”—that is to say, the theories that provoked his critical engagement and the
arguments that he sought to challenge.23 It studies the similarities between his thought and that
of other original minds within and beyond his milieu, noting the way in which similar riddles and
challenges evoked in different individuals the same, or kindred, theses and solutions. Following
the contours of Polanyi’s life can reveal something broader, too, concerning the territories and
times in which he lived. In Hungary he assumed command of a new, “radical bourgeois” party,
took part in an epoch-defining war, and lived through a revolution. He arrived in Vienna just as it
was embarking on its municipal-socialist odyssey, of which he became a wholehearted
supporter, and it was here that his identification with reformist socialism became cemented. By
this I refer to the international movement that sought to transform capitalism into a socialist
society by means of parliament-led piecemeal alterations to existing institutions, a movement
the rise and fall of which paralleled the course of Polanyi’s own life. He had come into the world
in 1886, three years before the founding of the Second International, and he departed it in 1964,
five years after the Bad Godesberg conference at which the German Social Democratic Party
embraced a market economy with “as much competition as possible,”24 thereby signaling the
beginning of the end of red flag-flying social democracy in Europe. As a reformist socialist who
lived through the heyday of that movement, thinking through Polanyi’s life helps us think through
the hopes and illusions of a world that today appears marginal, even lost.Throughout his life,
Polanyi would reflect upon and note down his thoughts about the momentous events that he was
either experiencing first hand or observing in nervous detail: the triumphs and defeats of
organized labor; the exile of Hungarian leftists and Jews in 1919, and the later exodus of Central
European intellectuals to Britain and the United States; the promise and frustrations of Soviet
communism; the causes and consequences of the Great Depression; the Holocaust; the
ascendancy of the United States to superpower status, which climaxed just as he reached its
shores; the McCarthyite Red Scare; and Hungary’s failed revolution of 1956. “My life was a
‘world’ life,” he wrote near its end.25 In some respects indeed it was. But from the vantage point



of the present, it appears above all a twentieth-century life, one whose narrative dramatizes,
parallels, intervenes in, and sometimes seems to encapsulate the events and processes, the
soil and rubble, on which we stand today.“Born of liberal minded Jewish parents of the upper
classes, I was brought up in an intense, if vague, religiosity.” So begins a short autobiographical
digest that Karl Polanyi sent to a Christian organization aiding refugees from fascism in the
1930s. “My mother was Russian, my father Hungarian, but of German culture and western
education. I feel deeply indebted to his passionate idealism for the ethical impulse he tried to
pass on to our lives. Until 1919, when I left Hungary for ever, I never thought of myself in any
other way than as a Hungarian.”1 These lines are revealing. They beg questions too, which are
explored in this chapter. It will look in turn at Polanyi’s family life, his parents’ social status and
religion, the Jewish Question, and his relationships to religion and nation.Karl’s father, Mihály
Pollacsek, came from a commercial and landowning family in the foothills of the Carpathians.2
He lived for a time in Vienna, where three of his children, Adolf, Laura, and Karl, were born. A
contractor and engineer, he bid for contracts “to build sections of railway, including tunnels” in
Galicia and elsewhere in the Austro-Hungarian empire.3 His fortune enabled him to keep an
apartment in Vienna, even after he had moved his family, in the early 1890s, into a spacious
apartment on Budapest’s Andrassy út. Still today the most expensive residential street in the city,
the Andrassy was a broad avenue modeled on Paris’s boulevards, with recherché arcades,
cafés, and a department store. While its first residents, in the previous decade, hailed
predominantly from the artisanal middle classes, if with a substantial minority from the haute
bourgeoisie and intelligentsia, by the 1890s its prestige had risen, and aristocrats and plutocrats
were moving in.4 The Pollacseks’ immediate neighbors included a grosskapitalist, a doctor, a
factory owner, and a retired captain of the Hussars.5 Other Andrassy residents included friends
of the Pollacsek family, such as Georg Lukacs (father: banker) and Arthur Koestler (father:
businessman).6In a land of savage poverty the Polanyi children—Laura, Adolf, Karl, Sophie, and
Michael—were raised in luxury, and it is safe to suppose that Karl’s lifelong dedication to the
socialist cause was informed by an early awareness of iniquitous social division. In a country
with a literacy rate of only 40–50 percent, they received the best education that money could
buy, modeled on that of John Stuart Mill.7 They received private tuition until the age of eleven,
with emphases on classics and world literature, as well as the acquisition of languages. Mihály,
who utterly adored his son and was tremendously impressed by his emotional intelligence and
academic prowess, described the eleven-year-old Karl as “unusually, indeed preternaturally
gifted” and able to effortlessly “master the most difficult philosophical questions.”8At eleven,
Polanyi began to attend the Minta Gymnasium, thanks in part to a scholarship from the Jewish
community.9 The Minta was one of the finest high schools in the city. Its alumni included the likes
of Edward Teller, Nicholas Kaldor, and Thomas Szasz; its teaching staff included distinguished
members of the intelligentsia, and it has been styled by a writer for the London Observer as a
“nursery for the elite” comparable with such schools as Eton (for Conservative M.P.s) and Le
Rosey (for ex-monarchs and socialites).10 It was, however, a democratic and forward-thinking



institution. In its corridors, Theodore von Kármán recalls, “the teachers moved constantly among
the pupils,” the two groups were permitted to talk outside class time and about nonschool
matters, and its charter declared “for the first time in Hungary that a teacher might go so far as to
shake hands with a pupil in the event of their meeting outside class.”11Polanyi applied himself
industriously to his academic tasks, in which he excelled, and there is some evidence that he
performed well in physical exercise too. (In a letter to his mother he boasts that he won more
“power points” than any of his classmates and complains of the muscle pains that resulted.12)
He threw himself into a plethora of pursuits, including a Socialist Students group, as well as
dancing, rowing, fencing, and chess (to which he grew so addicted that, later in life, he felt
compelled to give it up).13 With the demands of school and extracurricular activities, as well as
work—for following his father’s bankruptcy he took up private tutoring to help out with the family
budget—his teenage years were busy, and it was often past midnight before he retired to
bed.14When Mihály’s firm went under, the family was obliged to move house. They found a
fourth-floor apartment in the nearby Ferenciektere: less sumptuous, less spacious, and a step
down from the top of the social pyramid, yet still a “fine address”—a plaza with more than its
share of imposing buildings, including the Klotild Palaces and the library of the Royal Hungarian
University.15 Five years later, in January 1905, Mihály drew his last breath. “My poor, poor
children” were his parting words.16 This was the most cataclysmic moment that Polanyi was
ever to experience. Until his marriage seventeen years later, he wrote his brother Michael, their
father’s memory remained “the strongest force in my life.”17 He had “never loved anyone as
much as” Mihály, and admired in particular his “warm, virile and noble personality,” moral probity,
and the “pure, unadulterated idealism of the Western brand.”18 Throughout his life, he
experienced recurring dreams that Mihály had come back to life, and on the anniversary of his
death, he would send a commemorative letter or card to one or more of his siblings (and, later,
his daughter).19 “The little that was good in me,” he confided not long before his own death,
“was the gift of my father to my life.”20Karl’s mother, Cecile Wohl, came from Vilnius, at the time
a center of Jewish learning. Her father had been a rabbinic scholar who had translated the
Talmud into Russian but took to exploring the similarities between the Jewish and Christian faiths
—an inquiry that did not endear him to conservative sections of his community. Cecile’s own free-
thinking streak came to the fore at an early age, which prompted her father, suspicious of her
associations with narodnik students, to dispatch her to Vienna to stay with Anna Lvova and her
husband Samuel Klatschko.21 There are grounds to be sceptical of descriptions of the young
Cecile as possessing a rebellious spirit.22 But if they are accurate, her father was dousing the
flames with petrol, for Klatschko was a populist-inclined socialist in whose home Russian
revolutionaries would habitually overnight during sojourns in Austria. Karl, too, would stay there
during his frequent visits to the imperial capital, and, with his family, would spend summer
vacations with the Klatschkos in a resort in Lower Austria.The Klatschkos nourished Karl’s
fascination with Russia, in particular in narodism and literature. The Russian intelligentsia,
Georgi Derluguian has observed, perceived itself as “the critical and guiding force of epochal



renovation”; it inclined to voluntarist political strategies, whether charitable activism or pitching
bombs at counts and emperors, and was as if born to bring forth a “world-class literature full of
tempestuous emotions.”23 Russia exerted an irresistible pull on Polanyi’s imagination. It was a
land of “profound originality,” its aspirations expressed by “poets, novelists, and philosophers of
unrivalled force and profundity.”24 If he never quite fully became a Fabian, this was due
essentially to his Russian influences. Consider by way of comparison the biography of the
Fabian leader, Beatrice Webb. Like him, she was the child of a railway-building businessman;
like him, she was steeped in classical liberal thought when young (notably the positivist
sociology of Herbert Spencer) before turning sharply against mainstream liberalism, vigorously
supporting welfare reform, and becoming an apologist for Stalin’s regime in Russia. To her,
however, Tolstoy and Dostoevsky were classic authors, while to Polanyi’s imagination they leapt
out as “elements of the Russian revolution!.”25The words Karl chooses to describe his mother
are “infinite fascination and overwhelming personality.”26 She was a colorful woman—not so
much in outward appearance (she tended to dress casually, “the opposite of a fashion
model”27) but in her avant-garde spirit and public persona. An early follower of Émile Jacques-
Dalcroze, she established an Academy of Eurhythmics in Budapest (“Dalcroze Foiskolaja”) that
taught the representation of musical rhythm through bodily movement.28 A pioneering feminist,
she set up a private women’s college in 1912, which she envisaged as an open university for
Hungarian women.29 (It is presumably with reference to this that the apparently sceptical Karl
advised her that “young women should not be taught by young chaps.”30) She was a devoted
follower of contemporary cultural life and letters, with a nose for the zeitgeist, and hosted a
highly successful salon. In this respect she epitomized the middle-class Jew for whom
assimilation was about becoming salonfähig (culturally respectable) and zeitgemäss (up-to-
date). At her salon, in the recollection of her friend Oscar Jaszi, “the mistress of the house,
sparkling and witty” would perform “aerial somersaults among various ideologies,” and would
excel at discovering and showcasing new talents, whom she would “tame to her taste.”31 She
wrote for liberal German periodicals in Budapest and Berlin32 and penned unpublished texts on
a miscellany of cultural and political topics, from graphology to jewellery, pedagogy to pyjamas,
romance to the Russian revolution.33 Her letters overflow with references to poets (Schiller,
Burns, Heine, etc.), artists and aesthetic movements (Cézanne, Picasso, Braque, Léger,
Simplicissmus), and social scientists (Friedrich Engels),34 and her description of the “ecstasy”
she experienced when reading Nietzsche and Spencer is entirely in character.35 She was
interested in psychoanalysis too, in particular in the potential it offers for deciphering works of
art. In a letter to Freud, Sandor Ferenczi described her as “a very well educated lady who has an
excellent grasp of the sense of psychoanalysis.”36 She was, in addition, a friend and patient of
Alfred Adler, the most politically progressive of its three founding fathers.37Karl did not share
Cecile’s enthusiasm for psychoanalysis—it was obfuscatory, even morally dubious38—but had
he lain on Adler’s couch he might have divulged feelings toward his parents that were less than
oedipal. He truly loved his mother and greatly appreciated her wit, political vim, and intellectual



curiosity. But he did not inherit her haute-bohème temperament, and he mistrusted what he saw
as her moth-like attraction to bourgeois salon life, fluttering around the light instead of grasping it
as a torch.39 His father’s character was calmer and less flamboyant—“rather sober and
sceptical” in his words40—and there was not the slightest ambiguity in Karl’s feelings toward
him.Polanyi’s parents supplied him with a heady cocktail of liberal and radical-populist values,
contradictory influences that defined his world-view. Like many a continental liberal of the day,
Mihály was anglophilic. In contrast to Cecile, Karl describes him as “deeply Westernized” and
the motivating force behind the “English upbringing” that he and his siblings enjoyed.41 From
him, Karl learned that English connotes “gentleman,” such that when he complimented Lukacs
with “Your father sure is an Englishman!,” gentleman was understood.42 (Karl’s image of the
English gentleman in his natural habitat was quaint: “He wore a chequered suit; he was called
‘My Lord’; he climbed the Matterhorn and was never seen without a telescope and an umbrella;
he stayed at a first class hotel where, it was understood, he had parked his battleship.”43)
Britain, moreover, was home to a pantheon of the young Polanyi’s inspirations, such as Rudyard
Kipling and H. G. Wells, and it had blessed the world with the most idealistic current of liberalism.
When a young journalist, Polanyi wrote that it was, back in 1848, “British free traders” who had
“mobilised the British liberal bourgeoisie and working class behind the seemingly hopeless
Hungarian struggle for independence.” This was despite the fact that the 1848 revolutionaries
were Listian opponents of free trade, a rider that emphasized in Polanyi’s mind the notion that
free trade is not simply an economic manifesto but is “glorious in the spirit of pacifism and the
rights of the peoples.” He revered two free traders in particular, the “heroic and tough Quakers”
Richard Cobden and John Bright, as the “forbears of socialism” in general and of Britain’s
Labour Party in particular.44The ingredients that engendered what Polanyi describes as his
characteristic tendency to envisage social developments in “prophetic” terms (as “the fate of our
civilization”) were, he wrote his brother, “the explosive mixture of 100% pure Russian and 100%
pure Anglo-Saxon influences in my early life in the presence of the Germanic speculative
catalyser of Geistigkeit.”45 Elsewhere he cites the same geocultural triad in explaining his
respect for the value of tolerance: he had acquired it from “Goethe, but [also from] Dostoevsky
and John Stuart Mill.”46 Is it a coincidence that this same triangle maps to the conceptual
schema that Polanyi developed in later life, of redistributive, market, and reciprocal mechanisms
of economic integration? The first of these is a synonym for the Germanic
Verwaltungswirtschaft,47 the second has historically been identified with Anglo-liberalism, while
the third conjures up the Russian peasant commune. Alternatively, if one omits the Germanic
apex, the maternal Russia / paternal England dichotomy can be interpreted as the foundation of
what one of Polanyi’s friends identifies as his inclination to construct analytical situations that
center on antagonisms between binary opposites.48 His tendency to draw a sharp line between
modern “market-directed” economies and all other “tradition-directed” systems is a case in
point.49In his theoretical framework, Polanyi inclined to polar contrasts, and to some of his
contemporaries he appeared the “most radical of radicals”—in contrast to his “moderately



radical” brother, Michael.50 Yet in his practical recommendations he tended to favor either the
reconciliation of opposing parties or a middle path between them. The name of the political
organization that he cofounded in 1914, the Radical Bourgeois Party, is symptomatic. Later, in
the 1920s, he sought to lash a guild-socialist conception of societal transformation to a liberal
advocacy of free markets, envisaging a “pure” market economy contained within an institutional
framework that would conjoin parliamentary democracy in the political sphere with industrial
democracy in the economic. In the 1920s he advocated a Third Way in contrast both to Soviet
planning and the market liberalism of Ludwig von Mises, and he aligned himself with the Second
International in opposition to the liberal international of Geneva and the Comintern of Moscow.51
In the 1930s he swung close to communism, but principally during its liberal Popular Front
phase, and shortly before his death he set up a journal, Co-Existence, that was dedicated to the
reconciliation of the West and the Soviet Union. Given the fusion of paternal West and maternal
Russia that was so deeply rooted in his psyche, this was a fitting valedictory venture.A
“MAGYAR-JEWISH MONGREL”If his contradictory parental influences set up a creative tension
that linked the familial and geocultural scales, Polanyi’s relationship to his identities that
occupied the intermediate scale—Magyardom and Jewishness—was of a more fractured and
volatile kind. To the question, asked by Louis Dumont, whether Polanyi was “a Jew by birth,” his
daughter Kari Polanyi-Levitt replied that “he would most certainly not have wished to be
described as a Hungarian Jew, although he would have qualified as a Jew by the Nazi ‘blood’
definition.”52 Two principal markers of assimilation were the magyarizing of the family name to
Polanyi—in Karl’s case, in around 1907—and religious conversion.53 He was registered as a
Christian in the early 1920s but had probably converted in 1919, a year that witnessed a “mass
movement” of conversions of Budapest Jews to Christianity, particularly of the upper classes,
and which included in its number Michael Polanyi and his friend Leo Szilard.54The environment
in which Polanyi grew up in Budapest, Polanyi-Levitt’s letter continues, “was certainly not Jewish.
Indeed, my grandfather and my father had an aversion to any contact with the Jewish
community, which was considered as a ghetto from which enlightened people should remove
themselves to join the mainstream of Hungarian society.”55 If the gist of these comments is
accurate, some details are debatable, notably whether the environment in which Polanyi grew up
was “not Jewish.” A remarkable number of Jews and those of recent Jewish descent inhabited
two of his environments: the Galileo Circle (on which more below), and Andrassy Avenue. In the
latter case this was a function of class and oppression. Upwardly mobile Jews tended to
congregate in Pest, excluded as they were from Buda by the Magyar gentry who considered
Pest alien, dirty, Jewish-and-German, money-grubbing, and usurious.56 Most of his friend
Georg Lukacs’s renowned Sunday Circle came from the ranks of the assimilated Jewish middle
and upper classes, including Lukacs himself (née Löwinger), Mannheim, and Béla Balázs (née
Herbert Bauer). As to the Galileo Circle, Polanyi was well aware that its composition was
disproportionately Jewish; he himself described it as Hungary’s “only approximation of an
entelechy of Russia’s revolutionary Jewish emancipation.”57When, in a letter to his brother of



1959, Polanyi attempts to capture the quintessence of Hungary it is its Jewish-Magyar mix that
he emphasizes. Styling himself a “British friend of Hungary,” he explains that although he “never
quite belonged to Hungary,” its people have his affection.I remember the depths from which they
rose: a Magyar-Jewish mongrel, not deserving to be fully accepted as morally civilized, bearing
the “stamp” of the ethically defective, victims of the backward standards of a church and
aristocracy whose heart was elsewhere. A nobility, fitted with false pride but without self-respect,
linked to the West by a half-assimilated Jewry, not truly Western and yet hindered in melting into
the Magyar stock…. And yet the Magyar stock too had been denaturalized by the hothouse
brood of a second-class foreign intelligentsia which pre-digested the valuable Western
experiences Hungary required.58What is remarkable in this passage is not only its description—
in a knowing echo of Daniel Defoe’s “true Englishman”—of the Magyar-Jewish mongrel, but that
for all its pejorative tone, Polanyi’s avowed aim is to explain why “the Hungarians” have his
affection, and that, alongside sideswipes at the church and nobility, he aims barbs at his own
milieu, the hothouse brood.The Magyar-Jewish mongrel was the product of a particular time and
place: the Austro-Hungarian Empire of the nineteenth century. With respect to its sustained
period of administrative and constitutional unity, Hungarian liberals liked to compare their nation
to Britain. Hungary’s “national cohesion and patriotism,” claimed Jaszi, Polanyi’s mentor and
lifelong friend, “is the result of an evolution that is as ancient, natural and logical as that of
England.”59 But if this is a rose-tinted rendition of English history, it bore no connection to
Hungary’s. In letters of blood and iron, History was scrawling the message that the highway to
modernity proceeds by way of the assimilation of disparate classes and ethnic groups into
culturally homogenous nation-states. The old world made up of myriad minorities was giving way
to a new regime, in which some achieved recognition as nationals, while others—whose
customs, language, or looks prevented them from “fitting in”—were relegated to minority status.
Whereas in Western Europe this process tended to assemble diverse linguistic and cultural
peoples into discrete nations, in Central and Eastern Europe successive inward migrations and
conquests had established a more complex interlayering of ethnic groups.60 In the case of
Hungary, the nation’s linguistic heart was rural. Latin-reading clerks, French-speaking
aristocrats, and German- and Yiddish-speaking merchants and teachers all assimilated to
Magyar, the language of the peasant. Its political nucleus, however, was a reactionary
aristocracy, locked in an uncomfortable if sporadically tender embrace with the liberal
bourgeoisie, suspicious of their overbearing superiors in Vienna, and pledged to the
marginalization and persecution of minorities: Romanians and Serbs, Slovaks and Ukrainians,
Roma and Jews. Thus the Hungarian nation coagulated in a peculiarly fractured manner and
was subject to ferocious torque as the kaiserlich-und-königliches system disintegrated.Why was
this? It had much to do with what Leon Trotsky referred to as uneven and combined
development. In Western Europe, capitalism had evolved relatively gradually, with the mode of
production, class relations, nation-state formation, and the emergence of “consolidated” states
developing more or less in parallel. But the formation of a global market dominated by Western



businesses and of a world political order controlled by Western states challenged the disparate
polities of Eastern Europe to catch up or risk subordination. Eastern civil society was
increasingly influenced by processes underway west of the Elbe, even as monarchies and
aristocracies continued to hold the reins of political power. More or less reluctantly, they presided
over reforms that aimed to strengthen their armies and bureaucracies, attenuate caste
privileges, and reduce feudal constraints on trade, but it was a fraught process, one that lacked
the cultural preparation and commercial integration that had facilitated nation-state formation in
the West.The twin revolutions—political and economic—of the closing decades of the
eighteenth century, centered on France and Britain respectively, elevated and challenged the
Jewish populations of Central and Eastern Europe. The former saw the rescinding of religious
and occupational restrictions, generating pressure far beyond France’s borders to grant Jews full
democratic rights and spurring reform-minded Jews to challenge the authority of orthodox
rabbis. This struggle for emancipation took place when the Enlightenment ideal of bildung
(rational self-improvement and refinement, especially of the mental faculties) was enjoying its
acme, and many Jews took this image of modernity to heart.61 The latter, the Industrial
Revolution, enabled Jewish financiers and traders to integrate into a swiftly expanding and
socially fluid urban bourgeoisie. Central Europe’s Jewish communities were peculiarly attuned to
the pulse of these momentous transformations. Soaring Western demand benefited the many
Jews who were involved in the grain trade—including Polanyi’s paternal grandparents, flour
merchants in Austro-Hungary’s northeastern reaches. But even as some were poised to ride the
cresting waves of economic demand, others were being flushed out of the traditional economy
as manufactured imports flooded their artisanal markets.The new ideas of nationalism and
modernization emanating from the West were picked up quickly by Jews, plugged as they were,
through German and the various dialects of Yiddish, into the Germanic cultural sphere. But the
Age of Nationalism raised a paradox for Central Europe’s Jewry. On one hand, their national
identity had much that it could draw on: a common religion, customs, and language, as well as
commercial collaboration and patronage networks. These potentially supplied the sort of
cohesion that is indispensable to the development of national consciousness—in Western
Europe, networks of merchants had provided one of the vital elements around which embryonic
national consciousness crystallized. On the other, Jews lacked that other obligatory component
of nation formation: a territorial concentration of culturally connected communities. In its absence
Jewish nationalism was, literally, utopian.The contradictory effects of capitalist development on
the Jewish populations of Europe have been perceptively discussed by Abram Leon in The
Jewish Question. One tendency was for capitalism to favor “the economic assimilation of
Judaism and consequently its cultural assimilation.” It uprooted millions of Jews, ripping them
from their traditional milieux and reassembling them in urban environments where, bereft of the
local community that had enveloped their religious identity, many now sought to blend into the
dominant culture. Yet the same structural conditions of economic dislocation, migration and
urbanization, especially where anti-semitism was rife, could also stimulate Jewish national



consciousness. The “renaissance of the Jewish nation,” the formation of a modern Jewish
culture, and Zionism, writes Leon, all accompanied “the processes of emigration and the
concentration of Jewish masses in the cities” and went hand in hand with the rise of modern anti-
semitism.62 The two tendencies played out quite differently according to place and period. In
Western Europe the accent was on assimilation, which itself henceforth came to connote the
“West”: gesellschaft, economic modernization, and political equality. If the Age of Nationalism
was confronting all groups—French-speaking nobles, German-speaking merchants, and so on—
with the injunction to assimilate, for Jews, being an oppressed group, assimilation required more
than a gentle blending into the new cultural landscape but also, crucially, a “purposeful, even
programmatic, dissociation from traditional Jewish cultural and national moorings.”63 Having
achieved this successfully, the Western assimilated Jew came to be stereotyped as the
incarnation of modernity: rationalistic and deracinated, bloodlessly cosmopolitan and
“inauthentic,” plastic people lacking an organic culture and custom. In the East, Jewish
populations were greater in number and size, with a preponderance of middle and lower social
layers, such as artisans, pedlars, hawkers, and vagrants, and more likely to retain the badges of
distinction—Yiddish, the caftan, Talmud-centred education—that assimilated Jews rejected.64
Over the course of the nineteenth century the stereotype of the Eastern Jew was constructed:
rural, poor and uneducated, dirty and loud, clinging to tradition and prone to mysticism;
altogether zurückgeblieben (left behind).65 The “East” came to stand for cultural nationalism—
gemeinschaft, religion, and tradition—and for the ghetto, which by century’s end connoted not
simply the zones in which many Jews were forced to live but a slumscape of superstition and
ossified tribalism.66If any city experienced a confluence of Western and Eastern Jews it was
Budapest. Nowhere in Central and Eastern Europe were Jews more assimilated and secular
than in the Pest of Polanyi’s childhood. Nearly a quarter of its population, and a much higher
proportion of its professional, business, and financial circles, was Jewish.67 In the mid-
nineteenth century the message conveyed by the liberal establishment was that Jews were
progressively to be permitted entry into Hungary’s civil society and political community. At this
time, discussion of the Jewish Question revolved around the feasibility of political emancipation
and social integration, and “the Jew” was depicted in the press as a rag collector or a rich
shopkeeper: clever and shrewd, and disreputable rather than odious. Welcoming the liberal
climate, Jews played their part in forging the new nation. They were vital elements in Hungary’s
economic and cultural renaissance, and its capital city was “made by Jews, for us,” in the words
of the (non-Jewish) poet Endre Ady.68 In the mid-1890s the Jewish faith was accorded the
same privileges as the Christian denominations, and Jewish representatives were accorded
seats in the upper house of parliament. The Liberal Party championed emancipation and was
rewarded for doing so: half of Budapest’s electorate was Jewish, and Liberal deputies were
elected with comfortable majorities.Throughout Central Europe, Jews, due to their higher levels
of literacy and their need for political security, generally associated with, and assimilated to, the
dominant nations (Poles, Magyars, and above all Germans), rather than to the peasant, so-



called nonhistoric nations (Czechs, Slovaks, and Romanians).69 In the Habsburg Empire, the
capitalist classes played a central role in sustaining the cohesion of the imperial state, and within
them, Hungary’s Jews were prominent. Their alignment was further cemented by the 1867
Compromise, which promoted the Hungarians from the status of subject people to joint governor
of the Habsburg “prison house of nations”; it signified, in Polanyi’s words, “the establishment of
the hegemony of the German bourgeoisie in Austria,” coupled with “Magyar domination over
Slovaks, Serbs, Croats, Ruthenes, and Roumanians, in the eastern half of the Monarchy.”70
Following the Compromise, large numbers of Hungarian Jews discarded the Germanic identity
in favor of the Hungarian, and many switched their household language from German or Yiddish
to Magyar. This contributed to its transformation from a peasant dialect to a medium of high
culture and to the accelerated magyarization of Budapest in particular, fully 90 percent of whose
inhabitants spoke the national tongue in 1920, up from 46 percent only fifty years earlier.71 In
this way, Hungarian Jews cast off “the stigma” of being Germans, writes Peter Pulzer, “though
this did not help them much with the races whom the Magyars were oppressing.”72 Indeed, in
consideration of the Jews’ tendency to favor the “historic nation,” even conservative Hungarians
could enjoy the benefits of Jewish assimilation. Without it, they knew, their nationality would have
dwindled to a minority within its own territory.For the Polanyi children, acculturation was first and
foremost in a bourgeois milieu that spoke German—the lingua franca of the Habsburg Empire.
Their mother tongue was not Hungarian, a language that Cecile never succeeded in mastering.
Yet they did take on a Hungarian identity,73 and one, moreover, that assumed that particular
historic nation’s blindness toward its nonhistoric counterparts. “As schoolboys,” Polanyi recalls,
“we had no interest in the vicissitudes of the 49 per cent of the population who were of non-
Magyar extraction; many of us had not so much as heard of their existence. Actually, their great
majority belonged to those underprivileged strata with which middle-class boys had but little
contact.” It was a chauvinistic outlook, he adds, that “made us resent as an insult the assertion
that Hungary was not a Magyar country.”74Despite their best efforts to learn Hungarian and
despite the conversion of some to Christianity, Polanyi and his peers found themselves
increasingly excluded from full national membership, as Jew-hatred grew. Political culture in
Hungary at the time was dominated by the nobility. It harbored the deprecation of commerce that
is characteristic of premodern agrarian elites, with merchants seen as duplicitous and deception
assumed to be the necessary basis of all commercial transactions. It fancied itself the steward of
authentic Hungarian values: honesty and love of the land. But its station and values were under
threat from encroaching capitalism and from the movements of resistance that it was catalyzing.
Traits identified with capitalist modernity and its discontents were projected onto the Jew.
Assimilated and ghetto Jews alike were stereotyped as profiteering and selfish, materialistic and
unethical, cosmopolitan and urban, liberal and socialist.75 A wholly rebarbative caricature
emerged of the Jew with a devilish grin—speculating, mercenary, and alien76—and the Jewish
Question was insidiously reworked as a stock concept that conflated discussion of Jews with
that of the afflictions of modernization tout court.77 Under the guise of this seemingly neutral



term, anti-semites accused Jews of taking over the economy, education, the professions, and
even agriculture, conjuring up an image of an inundation of rural Jewish immigrants from
neighboring states to the East.78 The greater the success Jews achieved in the limited zones of
economic life and the professions that were open to them, the more vociferously they were
identified as a cancerous intruder.Endemic anti-semitism ensured that the identity of Jews,
whether or not they sought to assimilate, remained in the spotlight. However loudly they
protested their indifference to their “Semitic” heritage, anti-semitism remained fiercely interested
in them. It possessed a weapon, in the form of a twin-bladed stereotype, that could attack the
target from diametrically opposed directions. One attack, more common in the early modern
period and, later, toward the Eastern Jew, stereotyped Jews as particularist: they cleave to a
traditional way of life, atavistically refusing to dissolve their identity into the warm ocean of
modern secular citizenship. But with Jewish emancipation a second image gained ground.
Emancipation and industrialization had swept immigrants into the cities, prompting such cultural
conservatives as Thomas Carlyle and Oswald Spengler to bewail the impure culture and loss of
traditional values that supposedly resulted from ethnic mixing. Jews were now singled out as the
eternal outcasts, the rootless cosmopolitans who threatened to corrupt the nation and who
mingled suspiciously with other groups that evinced an unhealthy regard for liberalism or
radicalism, such as intellectuals, artists, or freemasons.79 (One conservative “social and
scientific” periodical, to give a representative example, equated Jews with two other groups to
which Polanyi happened to belong, the bourgeois radicals and the freemasons, and described
this triad as “a parasitical force weakening the body of the nation.”80) With no “true” homeland of
their own but with cultural and commercial connections to their brethren in other countries, Jews
were treated with suspicion, obliged to publicly perform their renunciation of their heritage, and
to declare their allegiance to the imagined national community.Institutionalized anti-semitism
ensured that the struggle for emancipation gave way to the duty of assimilation. The price
exacted for the Jews’ equality was the disowning of their particular identity. “Once they became
citizens,” as Enzo Traverso has put it, “Jews were no longer supposed to be Jewish.”81 But the
greater their success in assimilating, the more the cosmopolitan threat was borne out. In the final
decades of the nineteenth century—an age of xenophobic imperialism—Jews came to be
perceived as “cosmopolitan, as the embodiment of an unlimited, ‘deracinated’ existence which
threatens to dissolve the identity of every particular-limited ethnic community.”82In this way,
Jews found themselves facing a double bind. The cosmopolitan identity offered a means of
disavowing the particularist ethnic identity that was condemned by the first stereotype. But the
second stereotype identified cosmopolitanism as a characteristically Jewish trait, thus
transforming a method of downplaying Jewish identity into its very badge. Ultimately, the only
acceptable Jew was the non-Jew, but the charting of any route toward that goal could only affirm
what it was attempting to deny. If a Jew maintained her traditional customs and appearance, she
would be stereotyped a ghetto Jew; if she attempted to assimilate, this “could be construed as a
duplicitous exercise in camouflage.”83 She could convert to Christianity, but to switch religion in



this way was regarded as capricious, opportunistic, or a sign of self-hatred. It attested to a lack
of integrity, authenticity, and self-respect. Or of course she could turn to atheism, fully embracing
secular modernity with its promise of the dissolution of all religious communities along with their
primitive superstitions. But to do so was to commit treason against the Hungarian nation, the
soul of which was Christianity, and in exposing her lack of faith, revealed also her rootless
cosmopolitanism, that is, her Jewishness.CONTRADICTIONS OF THE NON-JEWISH
JEWBudapest in Polanyi’s day was not only a hothouse of assimilation but also the destination
of waves of immigration as Jews were squeezed from the Habsburg hinterlands or fled the
pogroms that were unleashed in Tsarist Russia from 1881. The new arrivals from the East
confronted racism of a standard format, even from their “own kind.” Incomers, many of whom
were poor, uneducated, and from small town or rural backgrounds, could only enter the city’s
labor market by the back door and faced explicit and implicit discrimination. Indigenes saw them
in a socially inferior position and racialized this, essentializing the immigrant’s situational
“inferiority” by interpreting it as the manifestation of an intrinsically inferior race or culture. The
logic of racialization proceeded along socioeconomic tracks but was also politically steered. In
an infernal cycle of dehumanization, the authorities in the closing decades of the nineteenth
century treated Jewish refugees from the East as subhuman, for example, by transporting them
in sealed railway wagons without food or water, thereby ensuring conditions of dirt and disease,
on which the swirling prejudice could gleefully fasten.84In a sense the Eastern Jew came to
figure as the Western Jew’s “ugly sister,” whom anti-semitic Hungary was reluctant to adopt.
Assimilated Jews could respond in a number of ways. One was to extend sympathy, to humanize
the Eastern Jew. The paradigm was Arnold Zweig’s Das ostjüdische Antlitz, which said, in effect,
“Look more closely! She’s beautiful.” A minority view was revolutionary socialism, the
universalism of which tended to favor assimilation but brooked no compromise with racism.85
(“The ugliness is not her, it’s anti-semitism!”) But far more common than either was for
assimilated “cravat” Jews to feel disdain toward their caftan-wearing brethren, expressing
discomfiture at their distance from Western modernity or even denigrating them as “Asian.”86 It
was a stance that spoke of arrogance but also of self-abnegation and an internalization of an
element of racism—a partial acceptance of the image of themselves reflected in harsh light by
the circus mirrors of the prevailing anti-semitism.87 (“The Jew in me wouldn’t be so ugly if it were
not in her too.”)The disdainful attitude was adopted by many radical intellectuals in Polanyi’s
successfully assimilant milieu, egregiously so in the case of his mentor and lifelong friend, Oscar
Jaszi. A convert to Calvinism, Jaszi would speak of traditionalist Jews as “cowardly wearers of
the yellow patch.” He bemoaned “the defects of the Jewish character” that had been “ingrained
by centuries of ghetto life,” and bracketed Jews together with a political current for which he
reserved particular contempt, Bolshevism. Jews and communists alike, he inveighed, “show the
same lack of instinctive and natural promptings, the same lack of tradition, the same proud
exclusiveness, the same call to deliver a Messianic message, the same impatience of other
ways of thinking, the same overdevelopment of materialist hedonism in some, and absolutely



oriental, life-spurning mysticism in others.”88As Kati Vöros has shown, Jaszi played an important
part in disseminating the anti-semitic fantasy that the Jewish Question was a serious concern
that had to be tackled. His “refraining of the ‘Jewish Question’ as a sociological problem,” she
writes, “served as a normalizing channel for the expression of anti-Jewish content.”89In its
essentials, Polanyi shared Jaszi’s outlook. For instance, when discussing Jewish emancipation
in later life, he emphasized “the conservatism of Jews; their attachment to particular traditions,
which distanced them from even the thought of progress,” and played down their own struggle
for recognition. The movement for emancipation had come not from Jews themselves but from
“northern European Christian society,”—just as in the United States, he argued (unpersuasively),
the demand for equal rights came not from black people themselves but from “Northern
Yankees” for whom “equal rights had become a question of the unity of the state.”90 Thus, the
“Jewish question hardly existed for the Jews” even though for “the Magyars it was seen as the
central national problem.”91 In his younger days, when an atheist (until 1917 or so) his disavowal
of Judaism was one element in a sweeping, Enlightenment-inspired refusal of religion.92 All
religions, he thundered, by infusing superstition and credulity into “the magnificent facility of faith
and trust, from which morality springs, [had] treacherously poisoned the sources of human
prosperity.”93 But even then, his criticism of Judaism was particularly sharp. He regretted the
Jews’ divided loyalties (to ethnos and to nation-state), and he looked down on the ghetto Jews.
For him, as his daughter puts it, “the model was everything English,” which he identified with
modernity.94England may have been “modern,” but it was also the proverbial nation of
shopkeepers, and Polanyi held a marked distaste for the bargaining and profit-seeking to which
such people devote themselves. Indeed, his life’s vocation was to subject the commercial ethic
to moral critique and the market economy to scientific critique. Yet the ethnic cathexis for his
distaste of profit-seeking was not the English but his own spurned tribe. According to his
daughter, he and his entire family “disliked haggling intensely.” They showed “a huge amount of
prejudice, a real distaste, for commerce, and above all for talking about prices. What they valued
were education, science, and learning. They turned up their noses at dealing with money and
pursuing monetary advantage”—attitudes that were identified with the aristocracy and the
commercial Jewish bourgeoisie.95In this regard, one may reasonably ask whether Polanyi’s
critique of the commercial ethic was influenced by his Jewish-bourgeois roots. The
anthropologist Jonathan Parry has suggested that it is among such groups as the Jews and
Jains, which have a particularly close historical association with market trade, that the ideology
of the “pure gift” gains particular prominence, alongside its antinomy, the “pure market.”96
Whereas traditional gift-exchange involved a merging of persons and things, of interest and
disinterest, modern market society separates the categories, as if by electrolysis, “leaving gifts
opposed to exchange, persons opposed to things and interest to disinterest.”97 Only in market
society does “free gift” become a pleonasm, with gift exchange defined in counterpoint to market
transactions: altruistic, moral, and invested with emotion.98Parry’s thesis is suggestive, although
it sits uneasily with the fact that the “pure gift” was first conceptualized by the non-Jewish (but



Austro-Hungarian) anthropologist Bronisław Malinowski and was rebutted by a French Jew,
Marcel Mauss.99 An alternative conjecture would be that it was the uneven and combined
experience of fin-de-siècle Austro-Hungary, with liberal economics crashing into a largely
agrarian society, that nourished a style of thought underscoring the opposition of the market
system to its cultural integument. Either way, in his anthropological writings Polanyi was certainly
prone to proposing sharp contrasts between economic systems, such as the Melanesian kula
trades taxonomized by Malinowski (which were based on reciprocity and driven by noneconomic
motives of “prestige, status, and kinship”) and modern market society, with its accompanying
assumptions (theorized by Adam Smith and Spencer) that economic mechanisms should be
guided by economic motivations.100Can Polanyi’s own sociopersonal experience be detected
in this formulation? His filial love notwithstanding, he elected not to follow in his father’s
professional footsteps, either in its constructive (railway building) or its commercial aspect. In
this he was marching in step with Lukacs, Koestler, and others in their milieu. The memoirs of
many Jewish intellectuals of the era chart a break between “the anti-bourgeois youth,
passionately interested in Kultur, spirituality, religion and art” and “their entrepreneurial parents—
merchants or bankers, moderate liberals and [dutiful] patriots, indifferent to religious
matters.”101 Polanyi himself traced the rift as it ran through three distinct generations of Jewish
students: those of the mid-nineteenth century retained their religious heritage; those of 1880–
1900 wished only “to live the bourgeois ideal”; while the third, to which he belonged, stood out in
in their acceptance of their relative poverty and their desire to spark social movements. His
generation “did not seek to create a future by looking towards their parents’ generation but in
contrast to it.” Thanks in part to the Galileo Circle, their speech and sense of humor contrasted
with the predecessor generations; and they stood out, too, in their guiding lights: neither Zionism
nor Western relativism but “Russian morality (Tolstoy, Dostoyevsky).”102In a sense, then,
Polanyi’s cohort were freely deracinated Jews; they approximated to the “socially free-floating
intelligentsia” that was to be theorized sociologically by one of their number, Karl Mannheim.
They sought to make their way in the intellectual realm, but discrimination was no less rife than in
in the business world of their parents. Many were condemned “to marginal intellectual
occupations such as freelance journalist, independent artist or researcher, private educator, and
so on.” Polanyi’s own cousin Ervin Szabó, for example, had to convert to Christianity to gain a
position in the civil service. According to Szabó’s friend Robert Michels, it was the experience of
discrimination and marginalization that accounted for the predisposition of Central European
Jewish intellectuals to join revolutionary political movements. Where normal integration into the
intelligentsia is blocked, a wholesale critique of society’s foundations grew in appeal.103Where
anti-semitism was institutionalized in professional bodies, this only reinforced “the conviction
held by the excluded that ‘normal’ integration into the intellectual marketplace required
subversion of the ground-rules.”104 The ineluctably contradictory elements of the condition have
been summarized by Michel Löwy. Jewish intellectuals, he writes, were “deeply assimilated yet
marginalized; uprooted and at odds with their business and bourgeois milieu of origin; rejected



by the traditional rural aristocracy yet excluded in career terms within their natural sphere of
acceptance (the university).”105As Jewish Hungarians, Polanyi, Lukacs, and their peers were
semidetached from the Western European scene and were treated as aliens in their own land.
Their experience accords with the explanations offered by Thorstein Veblen, Isaac Deutscher,
and others as to why a staggering number of political radicals and revolutionaries of modern
thought were Jews: Spinoza, Marx, Einstein, Freud, Trotsky, Kafka, and so forth.106 Socially and
politically oppressed yet endowed with economic and cultural resources, they were able and
driven to excel; and without any straightforward allegiance to “tradition” or “the conventional,”
they lacked that security and peace of mind which “is the birthright of the safe and sane
quietist.”107 In their existence on a margin within a minority, critically estranged from the social
mainstream and familiar with the experience of social exclusion, Europe’s Jews were unusually
sensitive to the crisis of Western culture at the turn of the century.108 Perched precariously on
the borderlines of religions and national cultures, they were (in Deutscher’s emphasis) uniquely
keyed to grappling with social change and contradiction,109 and (in Gluck’s), yearning for
community. To a degree, the radicals around Polanyi adopted the stance of the conscious
pariah, spurning the sycophancy of conservative fellow Jews and rejecting not only the
chauvinism of aristocratic Hungary but also Zionist separatism, in favor of a political community
based on universalist criteria. They longed for a social order in which the entire issue of
assimilation would be an irrelevance.BLOOMSBURY-ON-DANUBE: THE RADICAL
COUNTERCULTUREIn fin-de-siècle Hungary, classical liberalism was no longer the buoyant
creed that it had been when Polanyi’s parents came of age. Whereas in 1870 most citizens of
Budapest had welcomed economic liberalization, by 1900 ever more were inclined to see
capitalism and free trade as mechanisms for the enrichment of a minority at the expense of the
majority.110 Commodification and marketization appeared to spawn all manner of disagreeable
phenomena—the destruction of rural communities, exploitation, moral regression, and
philistinism—and the liberal faith that social progress would arrive courtesy of capitalist
development was evaporating. On the right, antiliberal sentiment among peasants fused with
antidemocratic and antisocialist reaction among the nobility and petit bourgeoisie to form a
conservative anti-semitic coalition, fronted from 1895 by the Catholic People’s Party. Although
not a successful mass organization in the style of the anti-semite Karl Lueger’s Christian Social
movement in Austria, the People’s Party did rally chauvinist sentiment and helped refashion anti-
semitism from a religious movement directed specifically at practising, nonassimilated Jews into
a sociopolitical movement that targeted the assimilated as well. On the political left, opposition to
these ills coalesced around the labor movement and a radical counterculture.During Polanyi’s
teenage years the power and influence of the Hungarian Social Democratic Party (SDP) and its
allied trade unions surged. Union membership, less than 10,000 in 1901, leapt to more than
70,000 just four years later.111 Although Polanyi regarded the SDP with some scepticism—it
was “archaic” and “not particularly attractive to the intellectual classes”—it spearheaded the
campaign for political democracy, and this undoubtedly contributed to his lifelong identification



with labor.112 When, in the biggest demonstration that Budapest had ever seen, 200,000
people marched past parliament to demand the extension of the franchise, his “cheeks
burned”—he wrote Lukacs—as he witnessed “the endless red armies marching into the
future.”113Alongside, and in partial coincidence with, the labor movement was the radical
counterculture. Its outstanding figure was the poet, Ady. A messianic figure, Polanyi likened him
to Jesus with respect to his instinctive ability to “awaken” people’s consciences and to provide
inspired leadership—although in his political commitments and taste for a tipple, he may more
fairly be bracketed with Arthur Rimbaud or Dylan Thomas.114 Messiah or not, Ady gave searing
expression to the radicals’ painful awareness of their country’s undemocratic and socially
backward condition. “Socially we live in prehistoric times,” the self-described “lonely
revolutionary” lamented. “In this country only aristocrats, priests, and donkeys can exist. And
those who seek to please them.”115 One of Ady’s responses to life in the desert was to seek out
more fertile climes. “My whole being,” he wrote on one occasion, “is an almost pathological
burning feverish longing for Paris, and to get away from the filth at home.”116 In his quest for
escape, Ady typified a Bohemian band of young artists and intellectuals whose preoccupations
with solitude, sin, and death expressed their alienation from established society, with its corrupt
politicians, dogmatic priests, and philistine “donkeys.” Other means of flight included the internal
exile of aestheticism, and alcoholism, but art always requires consumers, and society can never
be escaped entirely—as Bartok discovered when his Bluebeard’s Castle encountered hostility
from philistine audiences and the state cultural authorities on account of his “strange
predilection for Rumanian folk music.”117 (“Let the donkeys be donkeys,” the composer fumed at
the asinine Hungarian public. “We shall take any genuine creative productions abroad.”118) In
addition to external or internal emigration, an alternative response to repression is to organize
resistance, and Ady engaged in this too. His poems, in their proud refusal to compromise with
existing reality, inspired rebellion. In a letter to Ady, Polanyi empathizes with his decision to live in
Paris, entailing as it did a flight from this “place of stagnation,” but he also encouraged the
activist response.119 At the younger man’s request, Ady would send poems to the Galileo
Circle’s annual event celebrating Hungary’s 1848 revolution, and Polanyi offered him public
speaking invitations through which to address “the Hungarian youth.”120The radicals’ ethical
revolt against the moral hypocrisy of the day is captured in the moniker Bloomsbury-on-
Danube.121 But just as the Bloomsbury group, in its revolt against Victorian moral hypocrisy,
overlapped with the Fabians, who protested the social and political order that had given rise to it,
so did the aesthetic radicalism of Ady and Bartok intersect with the movement of bourgeois
radicalism in conjoint opposition to absolutism, Magyar chauvinism, and clericalism.122 The
operational center of bourgeois radicalism was the Society of Social Science, founded by Jaszi
together with two of Polanyi’s university teachers, Felix Somló and the Spencerian sociologist
Gyula Pikler. The Society established a journal, Huszadik Század (Twentieth Century), in whose
editorial board meetings Polanyi regularly took part.123 Likened by Jaszi to the Fabian Society, it
was dedicated to breathing new life into a Hungarian liberalism that had discredited itself



through its opposition to democracy, its support for fanatically repressive measures against the
agricultural labor force, and its association with “Manchesterism”—the advocacy of free trade as
a means of entrenching the world-market position of the liberal hegemon.124The Society’s
vision of change centered on a vanguard of reform-minded intellectuals whose state-of-the-art
social-scientific knowledge would enable them to rationally navigate Hungary’s path to
modernization, steering between the shoals of aristocratic reaction and plebeian social
democracy. The masses, in their conception, would support and legitimize the intellectuals’
chosen path, but to be effective, programs of working-class education were indispensable.
Through the elevation of working people by pedagogical means, the fear of the “tyranny of the
majority” that had prevented their liberal-socialist forebears, such as John Stuart Mill, from fully
embracing democracy could be confidently discounted.125 The “precondition for socialism,”
according to the Society of Social Science, was “the existence of an educated working
class.”126Although the Society inclined toward liberalism, and the SDP was in its theoretical
commitments stoutly socialist, even Marxist, there was considerable crossover between the two.
In practice, the SDP “concentrated on Sozialpolitik,” the corporatist reformism that had been
pioneered by Germany’s Historical School of political economists and was later adopted by the
revisionist camp of German social democrats, of which Eduard Bernstein was the guru.127 As
an alternative to revolutionary agitation, Bernstein advocated the broadening of the franchise.
Socialism, he argued, could equally well be called “organizing liberalism,” for the kernel of
socialist organizations is their “liberalism; their democratic constitution.”128 In its ideology, the
SDP was saturated with the positivism and evolutionism of the age. It inclined to Bernstein’s
revisionism and set the campaign for parliamentary representation at the heart of the party
program.129 Here we can see the aforementioned crossover: Bernstein was simultaneously a
social democrat and an ally of Jaszi. He was a noted contributor to Twentieth Century, as were
Austrian social democrats such as Karl Renner and Otto Bauer, of whom we shall hear more in
later chapters. For Polanyi, too, from his teenage years until his mid-thirties, Bernsteinian liberal
socialism represented a powerful pole of attraction. But it was not the only such pole. An
important crosscutting influence was the populist-inflected Marxism of Szabó.Szabó was a
friend of Klatschko and admirer of Nietzsche. (He even grew his moustache in emulation of the
latter.) He was Hungary’s most distinguished Marxist scholar of the era, and for some years was
co-editor of the SDP’s newspaper.130 But he had grown impatient with orthodox Marxism. It had
reinterpreted historical materialism as a deterministic “objective sociology” that denies the role of
ideas and human agency in the making of history.131 Syndicalism, which was enjoying rising
influence worldwide on the back of strike waves and in reaction against the ossified gradualism
of Second International social democracy, was the alternative to which he was drawn. While the
SDP became ever more occupied with the demand for universal suffrage, he dismissed
parliamentary democracy as “of little value for the workers,” on the grounds that it concentrates
power in the hands of professional politicians and party bureaucrats.132 Denouncing the SDP’s
“timid parliamentarism,”133 he embraced the strategy of direct action, insisting that “one step of



actual movement is worth a hundred programmes.”134 The priority of socialist organization, he
blazed, should not be the conquest of parliamentary representation but radical cultural
transformation, a “prolonged preparation of the soul” that would be indispensable to the success
of eventual revolutionary political change, by way of the establishment of direct democracy
through self-governing councils.135Polanyi was never as critical of parliamentarism as was his
cousin, and was generally more enthusiastic about “programmes.” But he did express sympathy
for syndicalism, and he propounded an analysis of its emergence. As capitalist society becomes
increasingly socialist, he ventured, with regulated labor markets and state intervention, socialism
comes to be wrested from the working masses by their social superiors, forcing the workers,
their social position unchanged, to seek a new ideology to facilitate their struggle.136 Polanyi
supported that struggle and shared Szabó’s ethical idealism, his admiration for Russian
populism, with its elevation of human agency and its “revolutionary élan,”137 as well as his
sense that a critical task for the labor movement was pedagogical. (He saw its organizations as
“fortresses of universal education.”138) He also concurred with elements of Szabó’s critique of
social democracy: of its wooden theoretical infrastructure (economic determinist philosophy and
mechanistic fatalism), its practical shortcomings (a fixation on the cities and neglect of the plight
of the peasantry), and its lack of interest in new developments in the natural and social
sciences.In intellectual life, the period was characterized by dynamic change and explosive
tensions. In Vienna, where Polanyi studied for a semester in 1907, Ludwig Boltzman’s
discoveries in atomic theory and thermodynamics were revolutionizing physics. In economic
theory, what later became known as the Austrians were championing deductive method and
atomistic individualism against the holistic inductivism of the German historicists. In philosophy
and sociology, debate raged between positivism and its hermeneutic and neo-Kantian critics.
This, the question of social-scientific method, divided the radical counterculture like no other.
Lukacs vehemently opposed positivism, seeing it as the ideology of social atomization, of
capitalism.139 His object of study was the relationship between spiritual experience and
aesthetic form, as a means of comprehending what he conceived of as a cultural crisis, the
resolution of which required cultural revolution and spiritual renewal. He and his co-thinkers,
such as Mannheim, were deeply influenced by German idealist philosophy, which drew sharp
lines between the methods of the natural and the social sciences, and between the objective
world studied by science and the subjective reality of individual consciousness and social
existence.Against Lukacsian romanticism, Jaszi, Pikler, and Somló found inspiration in the
notion that human behavior is rationally comprehensible and predictable according to natural
laws—the idea that had encouraged Enlightenment reformers in their quest to re-engineer social
conditions such that human beings would at last be free to act according to reason. They
regarded its contemporary incarnation, positivism, as a razor-sharp weapon against clericalism,
and Spencer as their patron saint. Jaszi described Spencer as “the great visionary,”140 and
entreated him to “support our difficult pioneering movement.”141 The first issue of Twentieth
Century sported a picture of the great man on its cover and opened with words of



encouragement from him.Spencer might seem an odd choice of hero for the left-liberal
counterculture. A Social Darwinist and supporter of laissez-faire, his work was funded by such
plutocrats as Andrew Carnegie and John D. Rockefeller, because it opposed socialist and
welfare-liberal positions,142 and he originated several staple theses of twentieth-century
conservative social science: “illiberal democracy,” the “road to serfdom,” and the “iron law of
oligarchy.”143 However, for liberals in benighted Hungary his theories offered something
precious: a confidence that history was on their side. Human civilization, the British sociologist
was convinced, evolves towards “happiness” and “ultimate perfection,” with the crude “militant”
societies of the agrarian past and present destined to give way to a superior, complex “industrial”
society in which the discrete parts of the social organism cohere in mutual, functional
interdependence, and voluntary cooperation among individuals becomes the norm.144 For
Jaszi and the radicals, these arguments sanctioned their idealistic struggle to replace the
decaying religious and metaphysical ethics of the old clerical order by a new morality, based on
rational science and human solidarity.145 While Hungary’s atavistic establishment supported
the traditional view of social phenomena as explicable in terms of individual action or
metaphysical forces,146 they followed Spencer in conceiving of social processes as the
outcome of objective evolutionary laws. And they believed that social scientists, girded with a
positivist comprehension of those laws, were in a position to apply their knowledge to the
improvement of the social and political order and thus of the human soul itself. “We believed in
the limitless optimism of the theory of progress,” Jaszi was later to recall. “We were rationalist,
anticorruptionist knights errant” armed with the “lances of our utilitarian truths” and waging
guerrilla warfare against “the thousand-year-old bastion of feudalism and clericalism.”147
Rationalist social science enabled the foundations of conservatism—religion and nation—to be
deconstructed. These were not divine creations but institutions. As such, they reflected the
exigencies of a particular period in the human story. Nations, in Pikler’s constructivist
perspective, are not the expressions of innate instincts but, like clubs or corporations, are
consciously fabricated by real people. This was a thesis that provided warrant for a progressive
belief in a cosmopolitan future, while also recognizing the abiding strength of national sentiment.
If the ultimate objective was internationalist, the route thereto had first to wend via the nation-
state.148COSMOPOLITAN LOGICS, CHRISTIAN CONCLUSIONSBoth in his lifestyle and in his
political outlook, Polanyi was cosmopolitan, a citizen of the world. By the first, I refer to a way of
being: the culture of intellectuals, middle-class travelers, and business elites—people who lead
mobile lives. Plugged into transnational networks, they are equipped to feel at home when
abroad. They can “keep true time in two longitudes at once,” as the colonialist scholar Sir Henry
Maine once put it.149 Colonialism demanded this sort of outlook in its administrators, but
nineteenth-century European liberalism encouraged it too. “We had built a network of railways,”
recalls Michael Polanyi, the rail-builder’s son; we could “travel about without passports and settle
down anywhere without permit: a degree of civilization inconceivable today.”150 Civilization, it
was understood, required the ability and freedom to travel, a liberty of which the Polanyis made



the most, with regular family holidays in Hungary, Austria, Germany, and beyond. Mihály’s
business, too, often took him away from Budapest, and Karl would sometimes accompany him:
to Vienna, frequently, and to Germany, where Dresden station mightily impressed him. (It is
colossal, he wrote excitedly with accompanying pencil diagrams, adding that even Charing
Cross and St. Pancras, his father had informed him, could not compare.151) In a sense, then,
Karl and his siblings were paradigmatic cosmopolitans. Already as children they were polyglots.
German, and to a lesser extent Hungarian, were spoken at home; English was learned from the
earliest age, and Cecile’s father encouraged the precocious Karl to compose his letters in French
—which was also the language spoken at table.152 Latin and Greek quickly followed.
Languages, Karl reminisced at the end of his life, had “kept the worlds of learning open to me”
during his “years of poverty,” for they afforded him “access to broader horizons.”153The second
strand of cosmopolitanism, its political outlook, refers to a way of seeing, one that foregrounds
our common humanity, refuses to essentialize particular identities, and advocates the extension
of political unity and liberty from the national to the global scale. “I’m a cosmopolitan, in favour of
freedom of every kind” was one of Polanyi’s watchwords.154 “I feel at home anywhere, so long
as there is a library,” was another.155 He dissociated himself, however, from the more radical
cosmopolitan outlook, in which the particular is effaced by the universal. That he considered
himself an “internationalist,” he liked to assert, “should not be confused with disloyalty to one’s
country or even the colourless existence of the person who feels equally at home everywhere
because he has no country of his own.”156 Ever since the Enlightenment philosophes, this has
proved a treacherous path to tread. In Kant’s case, as David Harvey has shown, the universality
of his ethics contrasted with the “awkward and intractable particularities of his geography”—
including his theory of national character and national belonging, according to which particular
peoples are considered “indolent, smelly, or plain ugly.”157 When certain groups are deemed
inferior, cosmopolitan principles come to function as a discriminatory code that masquerades as
universalism. To this condition, Hungary’s assimilated Jewish intellectuals, including Polanyi,
were quite susceptible. Although themselves oppressed, they were buoyed by their rapid and
often successful integration into civil society and could not readily understand the discrepancy
between their aspirations and those of other nationalities. Why, they wondered, could Slovaks
and Romanians not be equally gratified by incorporation into the Hungarian cultural sphere?158
Polanyi was no Hungarian chauvinist, yet he did staunchly believe that the nations of Central
and Eastern Europe should follow the lead of “England” and France in assimilating their plural
ethnic constituencies into a unitary national tradition. He did not support the right to secession of
the oppressed minorities within Greater Hungary and extended scant sympathy to the ghetto
Jews, who appeared to him a closed society, mulishly resisting the beneficent course of
Progress and the reasonable demands of modernity, patriotism, and liberalism. His liberal
cosmopolitanism accorded with the smoothing away of his own Jewishness in the interests of
universal values, but its precept of toleration was limited by his nationalist values.Polanyi’s
cosmopolitanism was complicated not only by his nationalism but also, from his early thirties, by



a quasi-religious communitarianism. Initially, this was informed by a Whiggish conceptualization
of the human story, according to which human beings had made steady progress on the long
and upward road to contemporary Western civilization from the culture of “the savages of
Borneo”159 in whose “tribal existence…life is immediate” and neither power nor value have
crystallized into institutional forms.160 In this narrative, a crucial intermediate milestone was the
invention of the world religions, for it was they that first conceptualized a community of all in a
single moral order. In his words, they brought into being the idea “of the shared human fate,” a
“common order of all humans based on the living individual’s self-consciousness.”161 Credit
was due above all to Christianity, which is why there existed “no greater figure in the history of
the white race [sic!] than Jesus of Nazareth,” whose “life, teachings and death” revealed to us “in
what manner we may be saved.”162 Jesus, and Christianity, had demonstrated how to fuse
gemeinschaft, a communitarian consciousness, with the best of liberal gesellschaft—its
universalism and the ethic of individual moral responsibility. Polanyi came to regard this as
Christianity’s triumph and also as the defining cause of anti-semitism. When asked in the 1950s
why the Jews had been “the target of the terrible events” of the previous decade, he rehearsed
the standard Christian demonology, albeit with his own distinctive twist: “It was the Jews that
brought Christianity into the world, and this was a terrible burden. For, it brought into being the
trepidation of conscience: the Jews had brought this burden into the world but then walked away
from it!” Their “guilt,” he added, “is not with the death of Jesus but with rejecting the teachings of
Jesus, which are superior.”163Christianity on its own, however, was not capable of saving the
world. It had brought into being the morally autonomous individual, and this was a necessary
prerequisite to the transformation of humanity “into a universal community.”164 Yet Christianity’s
achievements were links in a chain of human progress that greatly transcended it. “The cultural
work of medieval Christianity, together with the progress associated with the Reformation, the
French Revolution and modern socialism,” Polanyi argued in the 1920s, “are witness to ever
larger masses of people becoming aware of the shared human fate.”165 The time has come, he
added with greater urgency in the following decade, “when a new move towards community is
inevitable, if humanity is to survive.”166 Christianity had supplied the matrix that would enable
the emergence of a cosmopolitan global community, but it could not achieve that task alone. It
had “now to be aufgehoben. (He would use the German term.)”167 Central to that Aufhebung
would be radical and socialist politics.Polanyi entered the University of Budapest in 1904, where
he majored in law, with philosophy, politics and modern history, economics, and statistics as
minor subjects.1 He excelled, and Pikler predicted his name would become known, but political
reaction was to grievously disrupt his studies.2 The University was a bastion of anti-semitism. In
the late 1890s, students had sent a telegram of approbation to Karl Lueger, and a movement of
“Christian awakening” had gripped a sizeable segment of the student body, not least in the
faculty of law. The liberal and ethically relativist ideas of Pikler and Somló were anathema to
Hungary’s conservative educational establishment, which bore down upon them, encouraging
right-wing students to mobilize. During Polanyi’s student years, polarization between



conservative and leftist (predominantly Jewish) students reached fever pitch, and this
accelerated his radicalization. His combative spirit has been immortalized by a fellow student,
Paul Ignotus. “When in the heat of a brawl at the University he was challenged to a duel,
[Polanyi] answered: “ ‘I’m always pleased to fight you, by intellectual arms.’ ”3 In fact, he was
prepared to go further. When a talk by Pikler, organized by a socialist student society to which he
belonged, was disrupted by conservative students, he and his comrades responded by
physically ejecting them from the room, and then commandeered Pikler’s carriage to form a
triumphant procession on the Kossuth Lajos Avenue.4 For this, Polanyi was expelled from the
University. He resumed his studies elsewhere, at the University of Kolozsvár, where in 1908 he
passed his doctor of law exams. In the following June he took his final oral exam, with Somló, to
acquire his doctorate of jurisprudence.5Concurrently with his studies in Kolozsvár, Polanyi
played a vital role in ensuring that the Budapest students’ campaigning spirit did not dissipate,
and in 1908, with the Hungarian Association of Freethinkers as midwife, the Galileo Circle was
born. The name was suggested by Pikler. Just as in 1633 the Earth “still moved” despite
Galileo’s coerced recantation of his discovery that it revolves around the sun, so in 1908 the
radical scholars’ and students’ case retained its force despite the repression to which they had
been subjected. With his election as its first president by the Circle’s 256 members, Polanyi
entered a defining phase of life, as intellectual impresario and political leader.Between the
formation of the Galileo Circle and the outbreak of the First World War, Polanyi experienced
career dissatisfaction and personal travails, but also a succession of forward leaps in his
intellectual and political development. In 1910 he resigned the presidency of the Galileo Circle
and took on the leadership of the Committee for Workers’ Education.6 He was inducted into a
Freemason’s lodge (where he found himself “well liked”) and joined the leading circles of the
Radical Bourgeois Party.7 In reminiscences two decades later, he would single out this period,
with its multifarious intellectual and pedagogical activities, as having constituted “the real
background of my life and thought.”8REGENERATING THE “WASTE LAND”In his early
twenties, for all his intellectual burgeoning, Polanyi remained overshadowed by the emotional
and financial repercussions of his father’s death. For long years, Cecile was depressed and sick
with pleurisy and other ailments, while Karl was “horrible” and full of “rage.”9 Equilibrium did not
return until the summer of 1907—a normal, enjoyable summer, “safe from elementary
troubles”10—but even then, normality was not to endure. In late 1909 he suffered a series of
illnesses. One friend reported that, although able to continue his studies (in statistics), he was
“constantly constipated: his face is grey-green.” Some months later he was “very poorly; able to
do only the minimum.”11 In 1910 he recovered enough to enjoy a sojourn in the Tirol with his
closest friend, the art critic Leo Popper; his speeches in Vienna and to the Galileo Circle were
also well received. (“He spoke as a great agitator,” Lukacs reported to Popper. “If he were to
address a throng of people they would, in the name of universal suffrage, attack Parliament and
smash the windows of the Budapest Hirlap [newspaper].”12) His physical health was improving
too, and he regained fitness—to the extent that friends joked that he was destined to become a



professional sportsman.13 But the uptick did not extend to his mood. He was plagued by
depression and a “dreadful anxiety,” which was inflamed in 1911 by the suicide of his cousin
(and Lukacs’s muse), Irma Seidler, and by Popper’s death from tuberculosis.14 Nor was his
temper helped by vexatious quarrels with the equally depressed Lukacs over the latter’s failure
to fulfil an alleged promise to provide a stipend for Popper’s fiancée, a Dutch artist named
Beatrice (Bé) de Waard.15Could romance have contributed to Polanyi’s recovery? Documentary
evidence for this period of his life is sketchy. We know that in 1910 a friend attempted to “pair him
up” with a lover, but the bait was not taken.16 Around two years later, a liaison does seem to
have developed. Bé de Waard has been depicted as the love of Polanyi’s early youth,17 and her
words to Karl certainly resemble those of a lover—albeit at times a jilted one. (“My darling why
have you abandoned me?…I worry about you endlessly, for no post from you ever arrives.”18) In
winter 1914, Karl confided to Michael—in a letter that took an effort to write, as he had fractured
his collarbone in a tobogganing accident—that “the last time I was with Bé I finally broke up with
her…. I am convinced that with regard to me (but not with regard to her) this is a positive step.
She tolerated the break up well, which calmed me down.”19All the while, Polanyi was torn as to
what vocation to pursue (the options were lawyer, sociologist, or politician) and was struggling
under the pressure of supporting his family.20 With the eldest brother, Adolf, having emigrated to
Japan, the burden of familial care fell on Laura and Karl’s shoulders. Although Mihály’s well-to-
do lawyer brother provided for their basic needs, Karl saw himself as paterfamilias, assuming
substantial responsibility for the care of his younger siblings and for the household income.
Alongside his studies he tutored wealthy schoolboys and cared for children in the summer
vacations, but ancillary earnings of this sort were insufficient, and his inclination to seek a career
in the intellectual or political sphere met with his mother’s express displeasure.21 He was, she
complained to Lukacs, “becoming a ‘scholar’; he goes to the aid of every poor old woman; he
refuses to grow up.”22 She was adamant that he pursue the “financially supportable” option,23
and was delighted when his uncle offered him a position as a clerk in his chambers. Then, in
1912, he was called to the Budapest bar, but law was not Polanyi’s calling—and the meager
satisfaction he gleaned from this enforced career move, some believe, was a factor in the
resentments he felt toward Cecile.24If postpaternal hardships complicated his feelings toward
his mother, they strengthened his bond with his teenage brother, Michael, toward whom he
acted in loco parentis. In Karl’s recollection, expressed in a letter to Michael, these were the
years “when I—my confused self—had you living beside me, a young saint.” There was “some
selflessness” stored inside him, and it fueled a “great love” for the genius cub of the household, a
dedication to his flourishing that was to become “a governing passion over many a year”25 and
would yield a quiet but steady satisfaction in his achievements.26 This fraternal flame was to
glow brightly throughout their lives, even if, as we shall see, it encountered turbulence when
Michael’s intellectual and political trajectory departed decisively from Karl’s in the 1930s, to the
disappointment and sometimes pained irritation of the elder brother. In their teens and twenties,
however, the brothers’ relationship was enjoying its “golden age,” characterized by shared ideas



and idols (Dostoevsky, Tolstoy, and H. G. Wells) and collaboration in the Galileo Circle.27“My
passion for service,” Karl wrote Michael in recollection of the Galileo experience,became an
ingredient in a students’ movement which introduced in Hungary a faint echo of the Russian
revolutionary commitment to a cause. The intellectual proletariat, mainly Jewish, [was] infused
with a spirit of selfless dedication to the spirit of a movement in that Waste Land…. I was
engaged in an effort which I now recognize in its true character: the reconditioning of a morally
destitute people. This was not done out of patriotism. I was moved by humanism.28This excerpt
tells us something about the moral fervor and pedagogical reformism of the Galileo Circle and
about the motivations behind Polanyi’s involvement. Its typical member was a young intellectual
or lower middle-class student. (It was shunned by “the ‘better’ petit bourgeois elements,” he
recalls.29) It was “overwhelmingly recruited from the Jewish intellectual proletariat,” although,
while recognizing the prevailing anti-semitism, they did not view politics through the lens of the
“Jewish question.”30 Its membership is listed on his curriculum vitae as more than 2,000, and the
number of lectures and classes it organized as more than 2,000 per year.31 Its core activities
were seminars and adult education classes as well as “village research” competitions through
which young urban intellectuals were encouraged to acquaint themselves with rural life.32 Its
overarching mission was to transform the Hungarian “Waste Land” by way of moral uplift and the
dissemination of scientific knowledge. In Polanyi’s description, it “was anything but religious. It
was violently opposed to the ruling Clericalism, and was definitely agnostic in its outlook.”
Rather, its importance lay “in the cultural and moral field.” As with many a moral regeneration
project, from Socrates onward, politics was regarded as secondary. The Galileists “asked, for the
first time in modern Hungarian public life, for a definition of the scope and contents of politics in
terms of ethics.” However, numerous goals around which it mobilized were clearly political in the
broad sense. It stood for “the introduction of universal suffrage, for land reform, and a liberal
policy towards racial minorities,”33 and its moral crusades brought it into overtly political
skirmishes with rival student movements, particularly drinking clubs and church
groups.34Although many of its members were social democrats, the Galileo Circle maintained a
distance from the labor movement. Party political issues were barred from discussion, and the
SDP responded in kind: its leaders “were not willing to accommodate this intellectual workers’
camp.”35 In retrospect, Polanyi saw the downplaying of political engagement as a weakness. If
in “the moral sphere” the Circle had been a success, with “masses of students becoming
acquainted with the experience of moral mission,” politically it had not. It could have given birth to
something similar to “the Russian student movement of the 1880s—but not without leadership
and political experience.” Nobody recognized its “revolutionary possibilities” and this, he
concluded, was “one of the hidden reasons” of the failure of “October”—Hungary’s “white
chrysanthemum revolution” of 1918.36His error in leading the movement “in an anti-political
direction” notwithstanding, Polanyi flourished in the Galileo Circle.37 Ignotus recalls him as “a
fascinating young sociologist, sophisticated, witty, eloquent.”38 His coruscating intellect and
oratorical brilliance had found a stage, and he was beginning to publish his ideas, in Huszadik



Század and in Szabadgondolat (Free Thought), the Galileist periodical whose editorial board he
joined in 1913. This phase of his intellectual formation involved grappling with the England-
Russia polarity that characterized both his own thought and the Galileo Circle itself. He
embodied and internalized the “sharp opposition” that characterized the Circle, between its
“underlying ethical impulse” and “the scientific positivism of its creed.”39What Polanyi initially
welcomed in positivism, of which tradition he saw Comte, Marx, Spencer, and Ernst Haeckel as
leading representatives, was its refusal of religion and metaphysics in favor of the scientific
method.40 But following Pikler and Jaszi, he was sceptical towards its pretence to what he and
they termed “objectivism.”41 It sat uncomfortably with his commitments to moral regeneration
and voluntaristic narodism. His first considered reaction against “objective positivism” emerged
in 1907–1914, by way of an enthusiasm for a different species of positivism: the empirio-monism
of Wilhelm Ostwald and Ernst Mach.Ostwald, a natural scientist, was co-instigator with Haeckel
of the Monist movement. Although in his political views a reactionary—Social Darwinist,
romantic nationalist, and imperialist zealot—his broader philosophy attracted Polanyi’s interest.
He promoted a view of the Wissenschaften as a social phenomenon, one that encompasses the
entire world of learning, and one, moreover, that is the vital source of ethical progress in that it
gives human beings, hitherto condemned to live as atomized individuals, the tools with which to
forge a sense of social unity.42 His co-thinker Mach, following Comte, proposed that humankind
had outgrown its religious and metaphysical ages and was progressing toward the age of
positive science. Passive wonder in the face of the universe was giving way to the quest for
Enlightenment, impelled onward by scientifically minded individuals.43 A monist, Mach
maintained that no “great gulf” existed between the “material world and the spiritual world,” or
between research in the natural and social sciences.44 His attack on metaphysics seemed to
Polanyi to represent a further stage in the development of a revolutionary rationalism that
champions reason over encrusted tradition. He translated Mach into Hungarian, and invited both
him and Ostwald to speak to the Galileo Circle; indeed, Mach’s work was the topic of its very first
public debate.45If viewed through the rear mirror of Polanyi’s subsequent evolution, his
infatuation with Mach seems bewildering, for the Moravian philosopher-physicist was hostile to
religion and metaphysics, and contributed significantly to the popularity of methodological
individualism. Yet, for the young Polanyi, his work was invaluable, and he devoted a series of
articles to its evaluation and dissemination. He found Mach’s atheism bracing and valued his
subjective positivism, for it appeared to offer a means of simultaneously rejecting determinism
and affirming the creative role of human agency (not least in the exercise of moral
responsibility), while at the same time retaining a scientific attitude robust enough to counter
traditional conservatism and to legitimate rational social engineering. He praised Mach’s work
for redefining science such that it could be clearly “separated from all types of metaphysics.”
More even than religion, he argued, metaphysics represented a threat to social progress; for
whereas the difference between science and religion is readily discernible, “metaphysics
represents a transition between the two that is dangerous and generates illusions”: it lends



legitimacy to words such as “essence,” “truth” and “final cause” which from a scientific standpoint
are vacuous. Critically, whereas the claims of science can be shown to be true or false, those of
metaphysics cannot be logically defined and are therefore irrefragable.46 By delivering science
from the fog of metaphysics, Mach had cleared the field for conscious human engagement in
history.If Mach was the dominant influence on Polanyi’s philosophy during his Galileo period,
other stars also burned bright, notably G. K. Chesterton, Dostoevsky, and Tolstoy. Their views
and Mach’s mix as consecrated oil with distilled water, and although there is no documentary
record of his thoughts concerning this tension, Polanyi was surely alive to it. Both were
Christians. Tolstoy was later to be lauded by Polanyi as the first thinker to have “discovered the
meaning of the New Testament,” while Chesterton, in the first chapter of Heretics—which Polanyi
translated into Hungarian—bewails his generation’s disparagement of metaphysics and religion
and pleads for a return to “theory about ultimate things,” including “cosmic philosophy” and “the
nature of men.”47 Gradually, Polanyi’s own outlook turned in this direction. In his early twenties
he had venerated scientific reason, in opposition to religion and metaphysics, which undermine
morality by attenuating our apprehension of responsibility for our own actions.48 Later, as his
critique of determinism in social theory hardened, he was to justify his idealism on the terrain of
ethics rather than of positivist science.A pivotal moment arrived with “The Crisis of Our
Ideologies.” Published in 1910, this essay intervened in a decade-old debate over the trajectory
of “organized capitalism” that had been raging between Eduard Bernstein and his opponents.
The German revisionist had postulated that increasing state regulation would stabilize the
business cycle. Orthodox Marxists disagreed, proposing that organized capitalism would be far
from crisis free and would instead intensify class struggle and geopolitical competition. Polanyi
sided with Bernstein. His sociological spectacles tinted with a Kantian (or Spencerian) optimism
that the development of knowledge and the douceur of commerce diminishes the likelihood of
international conflict, he predicted that “the next period of the capitalist age will produce largely
stable conditions of material existence” and concluded that “a tendency towards stabilisation will
be its main feature.”49 The ink had barely dried on these words when the Great Unrest broke out
—in Hungary with a wave of industrial action that included more than seventy-five political strikes
—succeeded by three decades of war and economic chaos.50It was to explain this unlikely turn
of events, the “collapse of liberal civilization” that had shattered his youthful meliorism, that
Polanyi was later to write The Great Transformation. In the short-term, however, it was a different
contradiction in his essay that preoccupied him. On one hand, it deemed certain socioeconomic
trends to be inevitable, on economic grounds; on the other, it called for them to be resisted, on
ethical grounds. The contradiction in this position, he later summarized, “turned me against the
materialism and positivism of the time,” and toward “the idea of ethical activism.”51 He
“discarded naturalism in social theory in favour of the deliberate moral action of individuals,”
refusing “to allow the claims of scientific determinism to decide questions of political right and
wrong.”52 These successive shifts toward idealism, capped as we shall see by his conversion to
Christianity, set up a series of puzzles that he was to address in the interwar era, a period during



which his energies were directed toward reconciling “the social gospel [with] man’s condition in
an industrial society.”53BOURGEOIS RADICALISM: A HEGEMONIC PROJECTIn the course of
repudiating determinism and positivism, Polanyi became “increasingly critical” of Marxism. It was
the school of thought in which he “had been, in a manner, brought up,” having been “practically
the only form of Socialism known in the Central European countries at the time.”54 This is an
exaggeration, for other socialist currents were well known—Kathedersozialismus, for example,
or indeed Bernstein’s liberal socialism, which Polanyi himself came to support. The liberal
socialist movement was dedicated to democratization and to overcoming the exploitative aspect
of capitalism, a task that would be accomplished with the expropriation of the feudal landowners
and the opening to all of the opportunity to own land. Alongside Bernstein, it included the
German economist Franz Oppenheimer and his Hungarian friend Jaszi.55 In Polanyi’s account,
liberal socialism represented the culmination of a tradition initiated by the Physiocrats and which
included Smith, Henry Charles Carey, Proudhon, Spencer, Eugen Dühring, Henry George, Peter
Kropotkin, and Theodor Hertzka.56 From Smith and Carey, liberal socialists took the
determination to broaden the field of market competition and a belief in the coincidence of
interests between workers and bourgeoisie; and from Proudhon, Spencer, and Kropotkin they
took a commitment to narrow down the sphere of activity of the state. Polanyi singled out George
and Carey for praise: both were “great Christian socialists,” and George’s Social Problems was
“a true economic evangelium.”57 He also found himself impressed by the works of Dühring, a
Smithian socialist best known for proposing that the interests of capital and labor exist in
harmony, and for the Gewalteigentum thesis: the idea that all exploitation derives ultimately from
the forcible acquisition by landowners of a monopoly of land ownership. In contrast to Marx and
Engels’s identification of economic “laws” that underpin the exploitation of workers in capitalism,
Polanyi argued in Dühringesque vein that exploitation is rooted in “conquest and enserfment,”
and that it is the monopolization of land that accounted for the ascendancy of the capitalist
class.58Polanyi uses the term liberal socialism interchangeably with reformism, radicalism, and
“land reformers.” It carries little that is specifically socialist in content other than sympathy with
the plight of working people and preferences for cooperative ownership and a more egalitarian
income distribution. The liberal socialist project sought to achieve economic freedom through
land reform and the liberalization of trade and competition, including “the complete cessation of
all regulation of prices, wages and tolls, as well as all other forms of intervention in the free
market.”59 For some democrats this was an uncomfortable proposal, because in the latter half of
the nineteenth century the more democratic states had tended to favor protectionism.60 Against
this, liberal socialists argued (in the tradition of Smith, Cobden, and Bright and the British Labour
Party) that the interests of the broad masses lay with free trade.61 It would undermine
speculative profiteering and the monopoly in land, resulting in the elimination of exploitation.
With full freedom of trade and markets, the economy would be governed according to a socialist
version of Say’s Law: egalitarian and crisis free. The transition to socialism to which Polanyi
aspired would retain the market system, “for otherwise the economy itself would cease.”62 (At



this stage, and arguably as late as the 1930s,63 he was occasionally susceptible to the
“economistic fallacy” of which in later life he would become a zealous critic: the assumption that
all societies are based on market-exchange-oriented individual action and should be modeled
accordingly.)Encouraged by Bernstein, Jaszi established a Radical Bourgeois Party in
mid-1914, and Polanyi was his right-hand man. By virtue of his organizational and rhetorical
talents, a leadership role suited him. (On the occasion of one of his speeches, to law students,
he recounted how Count Mihály Károlyi, the tall, maverick aristocrat who was later to become
president of Hungary, “came over to me again and again, to congratulate me. Somebody
embraced me: ‘An orator at last’—and there was something in it.”64) The party’s program
centered on land redistribution, extending the franchise, international free trade, education
reform, and the separation of church and state.65 It set up a women’s section—of which Laura
was a prominent member—that campaigned for the revision of marriage law on the basis of
gender equality.66 Its championing of land reform and economic decentralization set it apart
from Hungary’s SDP, as did its disapproval of class conflict.67 In Jaszi’s summary, its program
and ideals resembled “the Labour Party in England,” albeit with “more radical” elements.68In the
meaning that Polanyi gives it, radicalism denotes a belief in individual emancipatory agency, in
contrast to the gutlessness of traditional liberalism and the fatalism of orthodox Marxism. These
movements represented the haute bourgeoisie and the manual-industrial working class
respectively, while radicalism’s constituency was the intervening layer: a “new middle class” of
white-collar workers, private and public officials, entrepreneurs, and intellectuals.69 Polanyi’s
party set out to lead this layer in a “bourgeois siege of the fortress of feudalism,” a campaign that
would simultaneously entice the bourgeoisie back to its proper emancipatory agenda and
arouse the workers from their stupor. Thus interpreted, radicalism represented the interests of all
social layers apart from the aristocracy and clergy, including the intelligentsia, bourgeoisie,
peasantry, and “the nationalities.”70In a series of articles and speeches, Polanyi and Jaszi
propounded an alliance between social democracy and their party. Social democracy would
wage “the struggle against capitalism” while “bourgeois politics and the struggle against
feudalism will be carried out by the radicals.”71 This alliance, however, was not to be of equals.
Only the radicals could represent the overall interests of the “labouring peasants and worker-
masses,” for that task, Jaszi insisted platonically, required “the leadership of the genuine, truly
creative intellectuals,…philosophers [who could boast] complete theoretical knowledge and
complete moral purity.”72 Adopting a position vis-à-vis the middle class analogous to that of
Gramsci’s toward the working class, Polanyi made a case for its hegemonic role in a broad
democratic bloc, to ensure “leadership of the intellectual forces on a democratic foundation.”73
His case rested on two main arguments. First, due to their occupation of superordinate positions
in the economic field, the middle classes cannot be expected to “bring up the rear in the field of
politics. If they are not the leaders, they are nothing.”74 Second, they possess the most
developed political and ethical consciousness, due to their role as guardians of the
“accumulated values of human intellect.” In contrast to manual workers, they tend to support



democracy,75 and because it “is the necessary minimum” political goal “from the viewpoint of
the proletariat,” its achievement is a priority for both classes. Therefore, although the two classes
were united in their overarching interests, their different nature—manual workers being
“necessarily materialist,” intellectual workers “necessarily idealist”—demanded separate
organization in bourgeois-radical and socialist parties.76Polanyi’s prescription for a radical–
social democratic alliance could also be adapted to explain the crisis of progressive Hungary.
The cause of that crisis, he argued in 1913 (in anticipation of his later turn toward functionalist
theory), was that social democrats had trespassed on the functions proper to bourgeois radicals
and had been able to do so because the latter were politically homeless, with no party to call
their own. For waging the struggle for democracy and for “entrenching radical bourgeois ideas
within progressive public opinion,” Polanyi was warmly appreciative of social democracy, but in
so doing it had stolen the clothes of bourgeois radicalism.77 For their part, a good many
members of the “extreme left wing of the bourgeoisie” had backed the social democrats’
campaign for democracy, but such support had become “empty with the passing of time.”78 In
short, neither intelligentsia nor industrial proletariat had shown itself capable of fulfilling its
proper vocation; only a coalition of manual and mental labor, organized separately but acting
together on the critical question of democratization, could rescue Hungary—and indeed, Polanyi
believed, human society—from its parlous condition.Jaszi and Polanyi propounded a strategy of
hegemony not only for the intelligentsia but also for the Magyar nation. They could see that the
question of democracy had become insidiously knotted within the national question in Hungary.
Gerrymandering had ensured that few non-Magyar representatives were elected to parliament.
National privilege was used as a shield of social privilege, as the lower classes of the Magyar
population were encouraged to acquiesce in their exclusion from the vote with the chauvinistic
argument that its extension would imperil “Magyar supremacy.”79 Against this, the Radical Party
advocated a federal democratic regime, with equal political rights accorded the minorities. Their
position was critical of mainstream Hungarian liberalism, which was attempting to preserve
absolutism through deals with the minority nationalities, but it showed insufficient appreciation of
the oppression that minorities had suffered in the Habsburg prison house. “The cultural
hegemony of the Magyars,” in Polanyi’s view, was visible in their “more highly developed industry
and commerce, literature and science, political institutions and political ideals,” and had to be
defended—albeit by impeccably democratic means. “Instead of the hegemony of force,” he
proposed in early 1914, democracy would enable the Magyar nation’s cultural hegemony to
adopt a progressive guise.80 It was not long, however, before hegemonic struggles on the
European stage cut this debate cruelly short.A TORTURED SOUL AND THE TERRIBLE
MACHINEOnly weeks after the foundation of the Radical Party, the Habsburg Empire declared
war on Serbia, and a general conflagration ensued. The principal constituencies that shaped
Polanyi’s political thought, the socialist movement and the liberal intelligentsia, had been
powerfully influenced by the Enlightenment belief that humankind had shown itself capable of
perfecting its social environment through reason, debate, and the majority vote, and by its



optimistic corollary, that war was a relic of a barbarous past.81 Yet both groups greeted the
outbreak of fighting with approval. The bulk of liberal intellectuals came out in its support,
justifying their respective nations’ involvement as righteous self-defence. Most Habsburg Jews,
tragically, backed “their” empire, on the grounds that the enemy was anti-semitic Russia and that
the outcome “promised to bring their final and complete acceptance” into civil society.82 Despite
their patriotism they were accused of shirking military service, war profiteering, and a lack of
solidarity with the national cause.83 Their enthusiasm for Austria-Hungary ultimately served only
the interests of Hungary’s conservative elite—the same group that had suppressed and goaded
them in the prewar period, was to humiliate and terrorize them in 1919–1920, and persecute
them during the Horthy dictatorship before acting as accomplices to genocide in 1944.As to the
socialist movement, Polanyi recalled after the guns had fallen silent, the expectation had been
that on the day war breaks out the world “will awaken to the Internationale.”84 Instead, Europe’s
labor movement splintered, with most of its constituent parties, including the social democrats of
Austria and Hungary, lining up against their foreign comrades. The Austrian SDP leader Otto
Bauer epitomized the case. His recent book on the national question had contended that
workers will inevitably hold nationalist sentiment and socialists should therefore embrace the
idea of the nation. Following this logic, he appealed to Austro-Hungarian workers in August 1914
to follow him to the front, where he relished “the romance of war” and was proud to serve as an
officer, even earning a Military Cross III Class with Swords in recognition of bravery in battle.85
Only a small minority—the likes of James Connolly and Lenin—resisted. In Hungary, this current
was represented by Ady and Szabó. The latter became a leader of the antiwar camp, a
movement that encompassed liberal pacifists as well as a group of “Revolutionary Socialists”
that had sprung from the Galileo Circle. Lukacs, too, rallied to Szabó. Although no agitator, he
opposed the war and regarded military conscription as a form of slavery—and was able to use
his father’s connections to gain exemption.Of Polanyi’s Radical Party comrades, many either
fought in the war or applauded from the home front. Károlyi, although sympathetic to pacifism,
volunteered to fight. Given his aristocratic privileges, he reasoned, the “poor devils” in the
trenches would never forgive him if he stayed away.86 “I felt that I could not identify myself in the
future with a democratic Hungary if I had not shared the hardships of the underprivileged,” he
recalls in his memoirs, while also admitting to a “half-conscious and less estimable consideration
—the fear of being branded a coward.”87 Jaszi represented a position that may be styled
“nationalist cosmopolitanism.” Its supporters elsewhere included Emile Durkheim and Arnold
Toynbee Jr.: liberals who, while vesting hope in a future in which national antagonisms would be
sublimated into a loftier pacific order, fiercely supported “their” nation (or military alliance) in the
here and now, on the grounds that the cosmopolitan values that it supposedly represented
ensured that its victory would be tantamount to triumph for humanity as a whole.88 Jaszi likened
the goal of the war to the “aims of Jesus and Kant.”89 For all its horrors, it was progressive in that
it promised to liquidate Europe’s small nations and allow larger regional entities to emerge in
their place.90 This sociological thesis alone would presumably have impelled him to cheer



annexations by all the contending empires, but it was supplemented by a belief that the
Mittelmächte represented the progressive party. Jaszi placed his faith in German liberalism and
expressed enthusiasm for a German-dominated postwar order.91 In Károlyi’s recollection, Jaszi
shared the sentiments of the Germans and advocated the “conception of Mitteleuropa”—the
vision, advanced by the liberal imperialist Friedrich Naumann, of bringing the vast territory
stretching from the Adriatic to the Gulf of Finland under German sway.92 His emphasis, and that
of Világ (World), the periodical of the Radical Party, was that victory for the Central Powers would
help accelerate the demise of feudalism, create a secure bulwark against autocratic Russia, and
expedite the formation of a confederation of Danubian countries integrated in a German-led
regional alliance.93 If in his references to Jesus, Jaszi’s case joined with the “God is on our side”
cries of the clerical conservatives, his stress on the specifically maleficent nature of the Russian
enemy connected to arguments that were hegemonic in the liberal mainstream—that the war
presented the opportunity to punish Russia for its role in crushing Hungary’s 1848 revolution—
and especially in the Jewish community.In which group did Polanyi find himself? As a self-
declared cosmopolitan, and one who had singled out Britain and Russia in his childhood
affections, one might have expected him to have opposed the conflict or to have engaged
reluctantly. In his daughter’s opinion, he was “probably not enthusiastic” about its cause—and
yet, as a “Hungarian patriot, he considered it his civic duty” to fight.94 In his own words,
immediately prior to enlisting, he “looked forward to joining the army.”95 He regarded states as
the legitimate representatives of national communities, with the corollary that citizens are duty-
bound to respond to their leaders’ call to arms. In addition, and in common with many a willing
volunteer, he wished to escape oppressive personal circumstances. He had sunk, in Kari
Polanyi-Levitt’s words, into “a state of depression and probably felt great relief to get out of
Budapest and go to the front.”96 But his position may have been more considered, and more
politically minded, than these reflections suggest. One reason was that Polanyi shared his
mentor Jaszi’s presumption in favor of large nations and regional entities. Even later in life he
was to show understanding, if not sympathy, for the Habsburg invasion of Serbia on precisely
these grounds. For example, in a text written for an American audience he compared it to the
U.S. Civil War, in which the imperative of war was in the last resort not moral but “geographical
and topographical”—to safeguard the Union. Was the invasion of Serbia, he asked rhetorically,
not similar in nature? The preservation of the Austro-Hungarian Empire “might thus have seemed
—even if falsely—to its rulers as an objective value of a higher order than the questions involved
in the squabbles of the small nations within its borders.”97A second and related reason was
Polanyi’s approach to the national question. The traditional socialist argument, as he interpreted
it, “went thus: where there is no conflict of material interests, no antagonism exists. Thus there is
no antagonism among the proletarians from the different countries as there is no conflict of
material interest.” But this thesis, he supposed, was falsified in August 1914. Following Bauer,
the inference he drew was not that workers had been misled into following interests other than
their own but that their lack of material stake in their nation meant that their “interest in it is purely



spiritual and moral. While the capitalist has only a partially spiritual and moral interest, the
proletarian has nothing other than the national culture that he owns.” Had socialist theoreticians
realized this misconception earlier, the labor movement could have educated its followers to the
need for an emotional and spiritual dimension to internationalism.98 Until that day arrived,
nationalism would retain a certain validity, and with it, Polanyi’s willing assent. In short, August
1914 revealed that a cosmopolitan self-identification and an ardent concern to secure the ethical
foundations of one’s belief system, on the part even of a soul as sensitive as Polanyi, are
perfectly compatible with support for an orgy of jingoistic bloodletting.Although unable to enlist
at the outbreak of war as a result of his legal work (court cases that had to be followed to their
conclusions), in January 1915 Polanyi commenced volunteer officer’s training. It began “on the
morning of the 16th, at a forced tempo” and lasted each day from quarter to seven in the
morning until six in the evening. It included horse riding (during which he experienced minor
injuries) as well as theoretical exercises—in which, he bragged to his younger brother, he ranked
first in his class of thirty-nine.99 Shortly after, he was called to serve as a lieutenant in
Galicia.100 For the next year or two his fortunes were mixed but never unbearable. From his
wartime address it appears that he was stationed with a company of engineers constructing
horse-drawn field railways. Given his father’s profession, this must have seemed a fitting
assignment. He was “in the field almost from the first to last,” and although he never engaged “in
actual fighting” at times it came unnervingly close.101 In autumn 1915 he complained in a letter
to Cecile that “the damned shooting has been going on all day long.”102 In another, he
described a visit to the front. On approaching, he was surprised to find that it consisted of “idyllic
trenches…abandoned by God and men.” This initial tranquillity, however, only enhanced the
shock that then arrived: the “grotesque surprise of the grenades and shrapnel” that came
“looping down, right by our defensive covers.”103It was a ghastly war, and for Polanyi there
were, inevitably, bleak moments. Even in 1915 when the Austro-Hungarian armies were making
steady territorial gains, they were losing men at an alarming rate. In the first sixteen months
alone, the empire lost 400,000, with a million missing or prisoners of war, a further million
wounded, and a similar number sick—often from rat- and lice-borne typhus.104 The same year
saw the recruitment screw turned tighter. Polanyi outlined the result: “No healthy body escapes
the front. Extreme war-weariness.”105 The deterioration of conditions can be traced in his
correspondence. In early 1915 the tone was often chirpy, if with a mordant edge: “I’ve been a
soldier for a month now and I’m still alive…. Being in the military is very healthy, so long as you
don’t die of it…. I remain an excellent soldier, the best in the brigade.”106 By late summer, an
anxious or stoic tone was more common. “It’s cold and rainy,” one letter to his younger brother
begins, and “the little tent” was being blown about in the wind. “In the last six days we’ve been
encamped in four different places. We’re starving, and hardly have anything to drink. We went for
four days without bread. Those days were the bitterest. Now we’re getting fed again, and there’s
coffee, tea, wine All of the soldiers have problems with their guts. Cholera is sporadic, although
prophylaxis is possible.”107 Two months later he described his situation to his elder brother:



“Where I am at the moment is a specific artefact of war. There’s no laxative like this war Not a
soul anywhere; not a house with windows or doors.”108 Similarly, in a letter to Cecile, sent in
“swirling fog,” he complains that the area in which he was encamped—probably near Przemyśl,
a battleground that saw both sides lose up to 115,000 men to death, injury, or desertion—was
anything but a rural idyll. The “hole” consists of nothing but “cows, hens, and 63 thatched
farmhouses. And the rain is pouring down. The marsh is creeping closer.”109 Morale, for all that,
was “stubborn and resilient.”110We may presume that Polanyi served obediently. Certainly, the
only record of his flouting army rules is the story, a Polanyi family legend, that he was disciplined
for failing to stand to attention during the playing of the national anthem. Rather than insufficient
patriotism, the cause of the infraction was that he was tone deaf and failed to recognize the
tune.111 He was able to enjoy substantial furloughs in Budapest, and when not on leave he
generally received adequate provisions, remained in good health and not infrequently in fine
spirits—or so at least he assured his mother.112 He suffered from the lack of objective news
and implored his brother to “write me a couple of lines, especially news,” for “what people
discuss is all rumour; it is as if everyone here is deaf.”113 He knew solitude, treasured his
contact with family and friends (including Bé—from whom he once again “felt the need for
friendship”),114 and worried about the loneliness of those he had left behind. (In a sense, he
wrote Cecile, “the war has sent the ‘dependants’ into battle, too.”)115 Yet such sentiments were
overshadowed by the daily grind. In some phases he had to shoulder a “terrific amount” of work:
“Day and night…. Duty, duty and duty.”116 In others, work was “less tiresome and more
tolerable”; he could relax, and indulge his passion for reading.117 One letter, probably sent from
the front, contains a lengthy disquisition on tragedy in classical and Shakespearian drama.118
In others he beseeches his relatives to send books (volumes II and III of Das Kapital, Flaubert,
and Locke), and when he thanks his sister Sophie and Aunt Irma for the “wonderful treasure
chests” they had sent, we can be sure that it was books that glittered most brightly within.119It is
in a letter to Irma that we see the first glimpse of the question that was to become Polanyi’s
preoccupation in the postwar period, and to which The Great Transformation was to be devoted.
The letter conveys a sense of astonishment in the face of the human capacity to construct
sociotechnical systems geared to the wreaking of carnage, and presents the war as a sort of
antisublime: so infernal as to be ineffable. “I consider an idiot anybody who can think of anything
other than the war,” it fulminates, “and the greatest idiot the one who understands it.”120 The
terrors of the war had evacuated the world of all meaning, and this was the cause of one of its
“gravest afflictions,” for in the emptiness all that remained was boredom, “the boredom of a world
without meaning,” and in the vacuity of meaning it had become difficult to put the bleakness and
horror into words: “Not only can we not live in a world that is void of meaning, we cannot even
describe it.”121 Even to begin to capture the enormity of the war required metaphor, and literary
and mythical reference. “Humanity is a Golem which stares with horror at its own frozen mask,
the tortured soul at the terrible machine,” Polanyi wrote Irma.122 “Here one should not be able to
write, only bark,” he wrote in a letter from “the wasteland” to his elder sister, adding that “if Dante



had written from the 7 circles of Hell with an English aluminium pen, on a Feldpostkarte, it would
have looked just like this, just as grotesque, displaced.”123It was not to Dante but Shakespeare
that Polanyi turned when, surrounded by “blackish steppe” and with the Galician winter closing
in, melancholia consumed him. “For companionship I had nothing but a volume of
Shakespeare’s plays; in my desolation I found myself reading and rereading one: ‘The Tragedy
of Hamlet, Prince of Denmark.’ ”124 It was to be in an essay on Hamlet that Polanyi recorded the
moment at which his wartime experience reached its nadir: “The cold was so intense that when
my horse stumbled and fell I was too apathetic to get out of the saddle. Fortunately—though I
may not have thought so then—the gaunt stiff creature…jerked herself onto her long legs and I
was saved, for had she rolled over I might have been crushed to death.”125 Hamlet’s “inhuman
suffering” came to form part of his being, and the haunting memory of those months would abide
with him.Depression became an incubus with which Karl struggled for many months, and at one
point in 1917 it could have ended his life.126 But an equally malign threat emanated from a
material source. In December of that year he experienced symptoms that he self- diagnosed as
typhus. Although he was prone to hypochondria, on this occasion the alarm was all too real.
Consumed by fever, he had to rely on a friend and comrade for his care.127 Following
confirmation of the diagnosis, he was returned to his family in Budapest: dreadfully ill with
typhus, suffering from a hernia, gripped by weltschmerz, a tortured soul. It was now, in
conditions of “enforced quietness” during a months-long confinement in bed, that the “reading of
the New Testament turned me to Christianity,” and he completed his conversion.128 Having left
the Jewish community on his father’s death, following his own near-death experiences he now
found a new community in Protestantism.129Polanyi was not a believer in any traditional sense
of the term. He respected every religion so long as “it forgot about theology and devoted itself to
the advancement of humanity.”130 He was a modernist, for whom the meaning of life is about
changing the world and not communion with our Maker through prayer or meditation. Like John
Stuart Mill, he thought of religion in pragmatic, sociological terms—that is, in terms of how it
shapes social behavior.131 He saw its essence as the means by which human beings render
the world meaningful, and he looked to Christianity not for an eschatological crystal ball but for
norms and practices that enable an ethical community to be constructed, as a prerequisite for
radical world-changing projects.132 Although his conversion attested to a “measure of
mysticism,” his was a this-worldly interpretation of the gospel.133 In Jesus he saw a
“revolutionary” who had revealed to human beings their capacity to bring into being “by their own
strength, the kingdom of heaven on Earth.”134 Some leftist thinkers find inspiration in early
Christian communities due to the rebel élan they displayed in resisting Rome, by their
suspension of hierarchy, or sympathy for outcasts,135 But for Polanyi the accent was on Jesus’s
revelation of the spiritual foundations, and therefore the universal relevance, of liberty, equality,
and community, and their irreducible basis: the absolute value, moral autonomy, and self-
consciousness of the individual human being. Individual conscience itself, he believed, is the
“bequest of the New Testament.”136 He did not pray, worship God in communion with others, or



subscribe to the belief that Christianity cures the soul. Nor was church a familiar terrain—except
on Easter Sundays in Vienna, when he would take his family to the Dorotheer Church to pay
respect to the minister who presided over his wedding ceremony.137 In short, to use the
theologian Gregory Baum’s term, Polanyi was a “soft” Christian, “agnostic on some of the major
doctrines but possessing great admiration for the teachings of Jesus and for a Christianity that
promotes humanism.”138 Some would go further, proposing that he “was not religious in his
makeup, nor had an interest in the spiritual world”; that he simply believed rather nebulously that
“some higher order in the universe probably existed, but which we cannot comprehend.”139 But
this is to overstate his agnosticism. He was deeply appreciative of the Christian gospel, for its
revelation of “the way to a higher life, over and above personal self-interest” and its emboldening
of individuals to “act with uncompromising radicalism, the almost terrifying radicalism of
Jesus.”140EPHEMERAL CHRYSANTHEMUMSSick in bed and glued to the Bible, Polanyi could
scarcely have been aware that even as he departed the battlefield, a new social conflict was
under way on the domestic front. Following an initial dip during the first year of war, Hungary’s
labor movement had begun to revive. Trade union membership surged: from less than 100,000
in 1914 to 215,000 in 1917 and 721,000 the following year.141 In late 1917 workers’ councils
were established in factories, and the first half of 1918 witnessed a general strike, scores of
wildcat strikes, and revolts in the barracks. Amid frightful social conditions and with defeat in war
looming, the political mood swung sharply toward republicanism, social democracy, and
communism. In mid-October 1918 Count István Tisza, a prominent parliamentary deputy who
had until recently headed the government, admitted publicly that defeat was inescapable. Ears
pricked up among the already demoralized troops, and mutinous soldiers began to stream
home.In the early autumn, the SDP joined forces with Károlyi’s grouping, and the Radical Party—
of which Polanyi, his health partially restored, was appointed general secretary—to form the
Hungarian National Council (HNC).142 Károlyi, whose aim was a peaceful and orderly transition
to liberal democracy, warned the parliament in Budapest and the emperor in Vienna that
Hungary faced the choice between an HNC-led government and bolshevism. When neither
legislators nor monarch responded to the threat, the SDP appealed to the workers and soldiers
to act. It was simply a gambit designed to entrench their bargaining position, but the response
far exceeded expectations and took them utterly by surprise. A wave of strikes and mutinies,
flanked by street demonstrations in which white chrysanthemums were sported, hoisted them to
power.143Károlyi was no Jacobin. His instincts favored a negotiated transition to parliamentary
democracy. But the logic of his position, as Polanyi was later to reflect, pointed toward
revolutionary rupture. Given that a majority of Hungary’s subjected minorities were “of Slav
stock,” the Magyar aristocracy and gentry along with “their mainly-Jewish financial backers” had
traditionally looked toward “the non-Slav might of Vienna and Berlin.”144 Against this backdrop,
the count’s stand for Hungary’s independence necessitated a far-reaching sociopolitical
transformation, one that centered on the “battle for political democracy” and the abandonment of
a Germanophilic foreign policy in favor of a Franco-Russian orientation. A stable liberal order, in



his analysis, required domestic peace between “Magyar democrats” and the Slav and other
minorities, yet “this was impossible as long as the morbidly active foreign policy” of the
Habsburgs identified “all Slavs over the border as enemies, and made their kinsmen on this side
of the border appear as potential traitors.” Károlyi “was driven to the conclusion that only through
the economic, social and ethnical liberation of the common people could Hungarian
independence be gained: he became a radical peasant leader and an adherent of racial
equality, at one and the same time.”145In its early bloom the Chrysanthemum Revolution was
characterized by the sense of unity that typifies the first stages of revolts in which the working
and middling layers of society band together against an autocratic regime. But the honeymoon
was short lived. The first step of the incoming administration was to autonomously sign an
armistice with the Entente. By ending the war and breaking from Vienna, this move was popular,
but it came at the cost of awarding the Entente powers the right to occupy any part of Hungary
they chose—a concession that entailed a thumping loss of prestige.146 Nor did the HNC
government’s troubles end there. Despite the goodwill that Károlyi’s government had earned by
signing the armistice and extending the franchise, few constituencies felt their grievances were
being addressed. Although committed to gradual reforms within a liberal framework, the new
administration had been levered into power by mass movements, and these were pressing for
swift and wholesale change: land redistribution, improved pay and conditions, and socialist
economic policies. Inevitably, social polarization ensued. In Budapest a rival power had arisen in
the form of networked soldiers’ and workers’ councils, and Károlyi had to rely heavily on the SDP
—by a wide margin the most popular and best-organized party in the coalition government—to
gain the councils’ support for his policies.147 Meanwhile, in the countryside peasants were
agitating for land redistribution. According to Jaszi, late 1918 and early 1919 witnessed “the
complete conversion of the masses,” including the rank and file of the army, to bolshevism.148 In
a sense, he goes on, this was the inevitable reckoning for the “bloodshed and brutality of four
years of war, for the cynical luxury at home, the systematic squandering of our economic
resources,” not to mention “the appalling abuses of the pasha-ridden county governments” and
half a century of “a grasping and unprincipled class policy which had made all serious
democratic organisation and all reform in Hungary impossible.” Adding combustible potential to
the mix was “the senseless and inhuman policy of the Entente” in the form of its continued
economic blockade of Hungary.149Conservative forces, too, were mobilizing against the new
government. “Vested interests, doctrinaire prejudice, and urban indifference”150—by which
Polanyi referred to the landowners, the church, and social democracy respectively—ensured
that Károlyi procrastinated over land reform. In a moving section of his memoirs Károlyi conveys
his pleasure and sense of justice in distributing land from his own estates, but his own
philanthropic acts were the exception.151 His government implemented barely any land reform,
even as scores of large estates were being redistributed “from below” by contingents of local
peasants. Nor was the HNC government able to meet the demands of the national minorities.
Jaszi, the new minister of nationalities, was prepared to concede a measure of linguistic



autonomy and a federal state but not national self-determination. Although less chauvinistic than
his cabinet colleagues, he was determined to maintain a Greater Hungary stretching from
Galicia to the Adriatic. In a democratic age this colossal territory, he reasoned, could only be
securely held by Budapest if concessions to the nationalities were granted.152 But given his
long-standing support for Magyar hegemony, his plan was never going to win Slav support.
Thwarted in his efforts, bitterly disappointed in the Entente’s attitude to the HNC coalition,
exasperated by his enervated party’s weakness and entrenched divisions, and frustrated by
what he termed the government’s “indifference to the progress of the revolution” (not least its
procrastination over land reform), Jaszi resigned his cabinet position in January 1919.153In
Hungary and across Europe, war and revolutions had driven a wedge between the radical and
reformist left. Should military mobilization be advocated or opposed? Was the way forward being
charted by soviet democracy or by its parliamentary rivals: Ebert, Noske, and Bauer? In
Hungary, the divide deeply affected the SDP, particularly after the formation of the Hungarian
Communist Party in November 1918, as well as both of Polanyi’s organizations, the Galileo
Circle and the Radical Party. The latter polarized sharply in late 1918, with some veering
rightward while others leaned toward communism. Polanyi appears to have hewed to a center-
left position in this split.154 As to the Galileists, he declared his pride in the moral role they
played in the Chrysanthemum Revolution but criticized their inability to form an effective political
leadership. He added that this inability contributed in no small part to the fall of the HNC
government in March. The government, he was later to reflect, lacked a “clear and feasible
political programme,” but even had it possessed one, “there was no politically educated
generation to represent that programme in practice, to carry it out by campaigning and
administration.”155 Due to the failings of the Galileo Circle “there was not available in 1918 a
generation, welded in one with the peasantry and with the national minorities in long-standing,
stern battles,” and for that, he was prepared to carry the can. “I had been leading the Circle in an
anti-political direction. Neither with the working class, nor with the peasantry, nor with the
national minorities did I try to achieve unity based on action.”156When one section of the Galileo
Circle did succeed in achieving “unity based on action” with sections of the labor movement, it
was in Polanyi’s absence. During the war, a group of “Zimmerwaldian” revolutionaries in the
Circle had linked up with factory workers to instigate antimilitarist demonstrations and other
protests. One of these was Ilona Duczynska. She belonged to the Circle but was fiercely critical
of its “unpolitical” character and its members’ failure to form any “political ties to the shop
stewards in the factories.”157 In late 1917, Jaszi recalls in his memoirs, “the young men [sic] of
the Galileo Circle pursued their anti-militarist propaganda almost openly,” and when some of
them, including Duczynska, were imprisoned, this “only increased their revolutionary
enthusiasm.”158 A year on, many of the younger Galileists around Duczynska joined the newly
formed Communist Party, a move that elicited a fierce response from the Circle’s founding
members, including its founding father.159Polanyi turned Szabadgondolat, the Galileists’
fortnightly periodical of which he was editor-in-chief, into “a fighting organ…against Communist



doctrine,”160 and he “fought vigorously, in a series of articles, against the Bolshevik ideas that
were sprouting with such tremendous force.”161 The most important was his contribution to a
debate that he initiated in Szabadgondolat with the communist Eugene Varga and with Lukacs,
who was on the brink of his leap toward bolshevism.162 Both sides shared a sense that the
common explanations of the war, focused on the diplomatic bungling that preceded it, simply
would not do.163 Both perceived that the pre-1914 world order had collapsed, and both
prophesied a “world revolution”—one that would introduce soviet democracy (Varga) or “liberal
socialism” (Polanyi).164 The communists’ diagnosis of civilizational crisis, unlike his, centered
on the contradictions of capitalist competition and imperialism, culpability for which was seen to
rest with national ruling classes, supported by labor-movement leaders who had betrayed their
class interests by reneging on the promise to oppose the war. Polanyi, in contrast, having prior to
1914 predicted an era of stability, spoke of the war as a bolt from the blue, one that was best
understood not social-scientifically but in spiritual terms—a “religious kind of event”—or even in
Spenglerian fashion as Western “civilization’s grand attempt at suicide.”165 The “void of
meaning” that the war had revealed could not be scientifically comprehended but required a leap
of imagination. He disagreed with Varga and Lukacs’s political critique of the socialist parties
that had backed the bloodshed. For him, agency and culpability were located in the
psychological and spiritual realm: the moral bankruptcy of humankind that the war had exposed,
the shame and guilt that “we all” share, and the “corrupted conscience of our
generation.”166Both Lukacs and Polanyi shared a critique of positivist and determinist
philosophy and the fatalistic political strategies that it had sanctioned, but their thinking was
developing along different lines. In the cauldron of war their mindsets had changed radically. In
Polanyi’s case, the movement was from liberal nationalism to pacificism and from positivism to
philosophical idealism. He attempted to trace the void of meaning that had so tormented him in
the war-torn wastes directly to the positivism that had gripped the prewar social sciences.
Society, he now believed, had fallen victim to a myth propounded by scientific sociology, which
was that “the fate of the human soul is laid down in the reality of society.”167 Marxism, as a
species of scientific sociology, sees the world “from the outside” and posits the inevitable
collapse of capitalism.168 Such evolutionary-deterministic thinking lulls individuals into a
quietist weltanschauung, in which the individual’s ethical stance counts for nothing, or, at its
nihilist worst, sanctions the assumption “that human existence in itself is void of
significance.”169 Against such ubiquitous fatalism, he called for a moral perspective to be
injected into the social sciences and for the design of a new “image of society” without which
effective ethical action would be impossible. Scientific sociology must be cast aside and
replaced by an ethically oriented verstehende alternative, the purpose of which would be to
discover the human causes of social phenomena. It is within individuals that the best in humanity
is to be found.170 Only thus can the world be restored to its proper ethical moorings.Lukacs’s
movement, in contrast, was from idealism to materialism, in the form of an antipositivist Marxism.
In reply to his old friend’s accusation that Marxism views the world from without and fails to give



consciousness its due, he sought to restore human agency and class consciousness to the
heart of Marxism—philosophically, politically, and strategically. Communists, such as his
comrade Duczynska, who had risked their freedom in antiwar resistance, did not see
themselves as the passive executors of a historicist script but as conscious agents, acting
ethically and politically in an attempt, with no predetermined outcome, to turn war into revolution.
In History and Class Consciousness, Lukacs criticized the positivism and determinism of
Enlightenment philosophers, in whose theories human beings appear as passive objects, but he
also contended that the ethical socialism to which Polanyi, along with Bernstein and Bauer,
subscribed, represented its similarly contemplative antinomy. This was, as we shall see in
Chapter 3, an astute observation.171SLAVE REVOLT, WITH CABARETTo the Károlyi
government, Polanyi was no sycophant. He exhorted it to exhibit “more determination against
every breath of the counterrevolution,” to expedite “the economic construction of socialism,” and
to slough off its “chauvinist position on the nationalities question—especially the south Slav
question.”172 Yet his Radical Party remained part of Károlyi’s coalition, and he regarded the
government as his own. Although confined to bed, in hospital and at home, for much of Károlyi’s
time in office,173 he inveighed against the dangers posed by political and geopolitical
polarization, warning of the “leftist and rightist revolutions” that carried the spore of “anarchy,”174
and he spoke out publicly in a lecture at the University of Budapest “against the rising
Communist tide.”175In 1919 that tide was in flood. From one end of the continent to the other,
Lloyd George observed, “the whole existing order in its political, social and economic aspects”
was being questioned by the masses.176 In Hungary, the sluice gates were inadvertently
opened in February, when the government ordered the imprisonment of leaders of the
Communist Party, banned its newspaper, and shut down its premises. The communist leader
Béla Kun was beaten up in prison in the presence of a journalist, whose report occasioned “a
wave of sympathy for the bolsheviks [to sweep] over the capital.”177 This was a turning point.
Not only the working masses but also, in Bernstein’s words, “large sections of the bourgeoisie,
including the intelligentsia” came to sympathize with the communists—even though many of
them would later deny it.178 In the aftermath of the Kun affair, Polanyi expressed bitter
frustration at the behavior of the government, and in particular its main pillar, the SDP. As a
socialist party it should be guided by the dictum that “socialism can be achieved only by the
transformation of souls,” with no place for coercion.179 The government’s resort to violence, in a
futile attempt to stamp out opposition to its left, had badly blotted its copybook.External events
also contributed to the communists’ popularity. In March, Hungary found itself under attack from
Czech-Slovak, Serb, and Romanian armies. When the Romanians advanced into Hungary,
Colonel Vix, military chief of the French Occupation Forces, ordered Budapest to acknowledge
their territorial gains and to withdraw its forces. The Entente powers were preoccupied not only
with defining the postwar “peace” but also with prosecuting war on Russia. The “Vix note” was
designed to reward their Romanian ally for its role in the First World War and for its support in
attacking Bolshevik Russia.180 But, perhaps inadvertently, it undermined the HNC government,



boosting support for the communists. Nationalists, Jaszi reported, now regarded “the Russian
example in fighting off imperialism as the means Hungary must follow” if it was to avoid being
carved up by the Entente.181By now, Károlyi’s government was under pressure from peasants
seizing land, workers taking industrial action in support of the imprisoned communists, and
counterrevolutionary movements that were aided and abetted by the French. With his authority
crumbling, Károlyi resigned and handed the reins to the social democrats. Only they “can
maintain order,” he told his cabinet. Given that power had, “for months, been exclusively in the
hands of the organised workers,” only a social democrat government would be able to stand up
to the communists.182 Yet the social democrats too were in disarray. In the wake of the Kun
affair, with the nation churning with fears of counterrevolution and impatience with the Entente
and with support for communism surging, left-wing social democrats explored the possibility of
rapprochement with the communists. In this maneuver international considerations played a
critical role: the expectation was that before long Russia’s Red Army would break through
Romanian lines and reach Hungary. By agreeing to the fusion, and against advice from Moscow,
the communists entered the government. They took only a minority of the senior positions in the
new government, but it was headed by Kun.183 Polanyi viewed the handover with ambivalence.
Although far from uncritical of the social democrats for having abandoned Károlyi in favor of an
alliance with the Bolsheviks, or of the new government for its suppression of Szabadgondolat,
he believed that no alternative regime was viable, and he gave it credit for its social and cultural
reforms.184 On Lukacs’s invitation he accepted an official position in the People’s Commissariat
of Social Production.185Kun’s Councils’ Republic (or “Commune”) was a peculiar phenomenon.
Although ostensibly modeled on the Soviet republic in Russia, Hungary’s communists gained
power not by securing a majority in the workers’ and soldiers’ councils but by fusing with the
governing social democrats. Initially, the Councils’ Republic earned widespread approval. One of
its normally implacable critics, Jaszi, conceded that a great many urban and rural workers as
well as “the majority of Hungarian intellectuals” supported it, and that there was “a certain
greatness” in the seriousness and the enthusiasm with which it “took in hand the things of the
spirit.”186 He credited it for maintaining “a measure of order and organisation,” for instilling
emancipatory ideas in the hearts of Hungary’s “great mass of semi-brutalised slaves,” for its
internationalist ethic and its “pioneer work for the ideals of more advanced types of democracy
and self-government.”187 It drew approval, additionally, from its defiance of the Entente’s
intention to reduce Hungary’s territory: nationalists of all political stripes prayed that the new
regime would imbibe something of Soviet Russia’s spirit in rebuffing the Great Powers.Whereas
the power of Kun’s Russian allies was based on the Bolshevik majority in the soviets, his own
government had ducked any formal appeal for popular approbation—and yet it sought to
institute even more ambitious policies than its sister party in St. Petersburg. Some of these were
innovative, notably in the fields of labor legislation, culture, and education. The right to work was
introduced, as were the liberalization of divorce and laws that removed the stigma of
illegitimacy.188 The public baths were opened to working class children, theaters proliferated (in



part because of the distribution of cut-price tickets to workers), and the admission charge to
Budapest’s most scenic beauty spot, Margaret Island, was abolished.189 Under the auspices of
Lukacs’s Commissariat for Education, artworks were removed from private vaults and put on
display at an Art for the Masses exhibition, with free admission for trade union members,190 and
school and kindergarten curricula were amended to favor Hungarian language and world
literature, with less Latin and Greek and fewer poems glorifying war.191 Children benefited in
addition from the recruitment of extra staff in schools, free medical examinations, and school
breakfasts. The teenage Arthur Koestler recalls that at his school “strange and exciting events
were taking place. New teachers appeared who spoke to us in a new voice, and treated us as if
we were adults, with an earnest, friendly seriousness.”192 During those hundred days of spring,
he reflects, “it looked as if the globe were to be lifted from its axis.” Despite hardship, people
maintained a sense of humor, and Budapest was abuzz “with funny stories told in the cafes and
on the stage of its famed cabarets.”193Outside the cabarets, beyond the school perimeter and
the museum walls, the buzz was of a more menacing sort. Food shortages had been
exacerbated by the politically motivated decision of the U.S. Food Relief Mission to cancel
urgently needed supplies, and the Kun government aggravated the predicament with a raft of
unwise policy decisions. It expropriated the estates of the Hungarian aristocracy without
redistributing the lands to peasants—a decision that Polanyi and Jaszi contrasted with the more
liberal approach of Russian bolshevism.194 Equally problematic was its resolve to press ahead,
within weeks of assuming power, with the nationalization of more than 20,000 businesses, a
move that drew a sharp rebuke from Polanyi. With hindsight, he was to argue, the Councils’
Republic could have survived—but only if less reckless economic policies had been
pursued.195Primarily as a result of its economic policies and agricultural collectivization,
discontent with the Councils’ Republic mounted. Yet the blows that laid it low were delivered by
foreign hands. Even before it could celebrate a month in power it faced invasion by Romanian
forces alongside French-backed armies and conservative officers’ detachments. By the end of
April Hungary’s Red Army had been driven back almost to Budapest.196 On May 2 it received
an infusion of personnel and energy from Budapest’s working-class neighborhoods and began
to push outward again, in a remarkable turnaround that saw it reoccupy every major city on the
Hungarian plains and push deep into Slovakia, where a soviet republic was proclaimed in mid-
June.197 Polanyi was, it seems, caught up in the euphoria, for it was on May 2 that he wrote
Lukacs, from the hospital, to say “I am joining the [Communist] Party.”198 Whether or not he
intended to act on this, his next move was determined more by his physiological needs than by
political commitments. In mid-June, following Jaszi’s intercession with Otto Bauer, now foreign
minister of the newly minted Austrian Republic, he was permitted entry to Vienna to undergo
hospital treatment.199Behind him disaster unfolded. In a deal brokered by the Entente powers,
Budapest agreed to withdraw from Slovak territory in return for the Romanian army vacating
Hungary. The Hungarian Red Army honored the agreement, but the Romanians did not, and the
Great Powers refrained from enforcing compliance.200 Hungary’s Red Army began its final



retreat, and on August 1, Kun’s government resigned. “The desperate but not inglorious episode
of the Commune,” as Polanyi put it, was over.201 Power was first usurped by the Romanian army
then passed to a French-backed navy commander, Miklós Horthy. With its “organised pogroms,
with its bombs thrown into synagogues, its torture chambers and man-hunts,” in Koestler’s
words, Horthy’s regime gave “a nasty foretaste of things to come.”202Through the summer of
1919, Polanyi convalesced in Eugenie Schwarzwald’s rest home at Hinterbrühl, a suburb of
Vienna.1 Schwarzwald must have seemed to him an Austrian pendant to his own mother. A
pedagogue, social reformer, and feminist, she put her villa at the disposal of Hungarian left wing
refugees, and ran a salon—not unlike Cecile’s—at which regular guests included Polanyi’s future
political antagonist, the arch-conservative sociologist Othmar Spann, as well as several future
acquaintances, such as the legal theorist Hans Kelsen and the philosopher of science Karl
Popper. Yet no amount of care or gesellschaft could alleviate his sense of malaise. He was
plagued by ailments,2 and even after releasing himself from Schwarzwald’s sanctuary, his infirm
health “constrains my day; I am finding it hard to get around, travel, stand or wait.”3 The city was
afire with social conflict and political innovation, but nothing could excite Polanyi until he felt able
to raise his eyes above the gloomy walls of his own soul. Life, he wrote Cecile, “is crazy: it is
expensive (!!)4 bad (!!), hot (!!) boring, and desolate.”5Each night Polanyi would sleep for ten
hours or so before beginning his routine, which consisted of library work until lunchtime and
again in the evening from five until eight, with the afternoon devoted to pleasures and chores:
shopping, correspondence, “rummaging around in second-hand bookshops”6 and receiving
occasional visitors, such as the anarchist poet Arnold Gahlberg.7 Gahlberg apart, Polanyi was
disappointed by the city’s political and intellectual scenery. It was “a salt-desert,” aggressive and
barren.8 The Marxists were glued to their “Party work” and even the literary luminaries, such as
Karl Kraus and Rainer Maria Rilke, were pygmies—compared for instance to Jaszi, who “simply
transcends their horizon.”9 The city’s “spiritual” landscape, he complained in spring 1920, was
no less desolate. It should only be “experienced by those who imagine the spirit to be bound to a
source of income.”10Over the course of 1920 and 1921, life did begin to assume a sunnier
aspect, but the ascent was slow. Polanyi continued to live “like a hermit. Having been
accustomed for so long to the battlefield, to the infirmary and the sick bed, it has become
second nature.”11 His letters to family members abound with references to spells of poor health:
“Today, I’m sick, despondent, languid. All night long I tossed and turned, and I have a fever. I’m
not going to tell you why. Perhaps I’ve gone mad.”12 It was for health reasons that he had to turn
down an invitation to accompany Jaszi on a trip to the United States,13 and while he sought to
resume his acquaintance with Bé, there is no evidence that their intended meeting took place.14
Nor were his and his family’s financial circumstances solid. Sophie was close to the breadline,
and his own situation was variable, while their mother required assistance too.15 He was
momentarily buoyed by the apparent offer of a position in Buenos Aires on the staff of La
Prensa, but it slipped through his fingers.16 And each day he had to suffer the other residents of
the lodging house. (They are “so dreadful; even in my little room I can’t escape their shouting



and clamour.”) Yet for all that, and sounding almost surprised as the words issued from his pen,
he described his life as “quiet, even idyllic.”17 He was gaining confidence that his manuscript
Gegen die wissenschaftliche Politik would shortly be publishable,18 he was able to spend some
months convalescing in the Alpine resort of Semmering and in Reichenau, and his quarters in
Vienna were, at least, “very comfortable.”19 (He kept them “marvellously tidy,” prompting visitors
to comment upon his “scrupulous love of order.”20) The lodging house was near the library and
the home of Jaszi, from whom Polanyi was inseparable. The two would sit for hours in cafés,
alone or with friends—such as the trim-bearded Hungarian émigré Aurel Kolnai—discussing
developments in Russia, international political economy, or Jaszi’s “Anti-Marx” book project.21In
1921, Jaszi took on the editorship of the Bécsi Magyar Újság. Funded, to his discomfiture, by the
Czech liberal leader Eduard Beneš, it was the foremost publishing organ of Hungarian exiles
and emigrés.22 Its ambit was global, but its most important achievement was to provide regular
reports on what it termed “Magyar fascism,”23 Horthy’s reign of terror in which thousands lost
their lives.24 In political orientation it took a broadly left-liberal tack, but its columnists included
the communist Béla Bálazs, and Károlyi, whose political views were (to Jaszi’s exasperation)
lurching leftward.25 Edifying aphorisms specked its pages, predominantly from the liberal corner
(Montesquieu, Smith, J. S. Mill, and L. T. Hobhouse) but also from conservatives (Herbert
Spencer) and motley radicals (Marx, Max Stirner, Gustav Landauer, H. G. Wells, and
Chesterton).Jaszi hired Polanyi as his private secretary in 1921 and promoted him to the
editorial team in the following year.26 By autumn 1922 his name was regularly flagged on the
title page as author of the issue’s lead article. In topic his essays ranged widely: from
Tutankhamen and early Christianity to Gandhi and Nazism, and he also filed reports on the
political affairs of numerous European countries, particularly Britain, Germany, Hungary, and
Russia. Installed in a new job, one that not only drew on his erudition and stimulated his roving
curiosity in international developments but also contributed to a virtuous and urgent cause, he
rediscovered his equilibrium. Already by the summer of 1921, Laura was able to reassure their
mother that he was not only working hard but was “healthier than one would think from afar,
given all the diagnoses. He looks lovely, fresh and healthy.”27Polanyi’s spirits were lifted further
by a friendship that was developing, against Jaszi’s counsel,28 with an aristocratic Hungaro-
Slavic revolutionary whom he had met in 1920, through a young communist friend in Hinterbrühl.
Maria Dorothea Angelika Helena Vlasta Duczynska—Ilona or Ilko to her friends—was at first
blush the antithesis of Karl. She was an engineer, he a journalist. She was an atheist, he a
Christian. She was an intrepid communist, impatient for militant political action; he a troubled
and withdrawn liberal concerned more with party programs and steeped in philosophical
contemplation. But they also had a great deal in common. There were personal connections.
Ilona had known Szabó since 191529 and Polanyi’s Aunt Irma for even longer.30 Both were
former Galileists—indeed, while he had been barracked in Galicia, she had become its
“outstanding personality”31—and both had been steeped in the Circle’s positivist and scientific
culture.32 As in his, a defining figure in Ilona’s life was her father, Alfred Duczynski. An Austrian



Pole, he belonged to that layer of the gentry which had nothing to lose but their titles—indeed,
the title was a recent family adornment, awarded by the Kaiser as a reward for military service.
He earned his living as a clerk and engineer in a railway company, but his personality was more
flamboyant than that occupation might imply: Duczynski was an atheist, self-taught intellectual,
homeopath, and would-be inventor of flying machines. Ilona attempts to encapsulate his
paradox-packed outlook with the oxymorons “conservative anarchism” and “patriarchal
socialism.”33 In 1904 he moved—sans famille—to the United States, where he died prematurely
three years later.34 Ilona identified him with the “progressive ethic of work, non-conformism, risk-
taking, and intellectual and artistic striving,” in contrast to her mother’s side, a more secure,
traditional landed gentry family, the Békássys, who stood for “property, privilege, and
conservatism.” From the time of Duczynski’s passing, when Ilona was but seven, she and her
mother depended for their livelihoods largely on their Békássy relatives in Hungary, and she
spent several years “educating herself in one or other of the country houses where they were
never more than guests.” The experience of existing at the cusp of two families, two social
classes, and two intellectual climates, her biographer Kenneth McRobbie submits, helps explain
Ilona’s attraction to revolutionary politics.35 She was, in McRobbie’s portrayal, selfless, and
blessed with a highly refined literary sensibility; a formidably intelligent and original scholar; and
in possession of an unswerving faith “in the ability of the individual,” in concert with others, “to
reject and overcome imposed structures of power and authority, to bring about, no matter how
long it may take, the reign of freedom and social responsibility.”36When Ilona met Karl she was
an exiled professional revolutionary, fiercely idealistic and committed to the spread of
communist revolution. “To us nothing, absolutely nothing, seemed out of the possible,” she
recalls her temper of the time.
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J. P Spencer, “A life worth thinking about.. Lew Button has written a brilliant review below which I
agree with in every respect (although my favorite overwrought word in Dale's book is
"propaedeutic"; I actually got to the point where I sort of enjoyed the word search). Despite
knowing nothing about Polanyi and his work, I came to this after reading a review in the New
York Review of Books and in light of my interest in 20th century intellectual history. While I
appreciate his critique of market capitalism and his conclusion that the self-regulating economy
is in conflict with democracy and social integration, I found little in Dale's description of Polanyi's
real world application of those views, particularly his ongoing apologies for the Stalinist Soviet
Union, to be of any value.Nevertheless, as Dale writes in his Epilogue: "One reason why thinking
through Polanyi's life is a rewarding exercise is that it enables us to think through the experience
of reformist socialism, to explore a world that now seems marginal, even lost, and yet which only
two or three generations ago was carving deep and distinctive tracks across the political and
cultural landscape." Dale's book will appeal to very few general readers but to those interested
in social democracy, I recommend it highly.”

R Powers, “Excellent, engaging biography. I am using this book for research on 20th century
liberal market economics and it provides a thorough exploration of Polanyi's life and thinking.”

Pete X, “Great. Excellent! Same condition as advertised.”

Lew Button, “Leaning to the Left or Pushed tp the Left?. Karl Polanyi: A Life on the Left by
Gareth DaleColumbia University PressOne of the published reviews of this biography of
economist/ thinker Karl Polanyi states, “The rich historical sourcing provides stimulating material
for both scholarly audiences and general readers interested in the lives, contributions, and
intellectual thought of fascinating individuals and scholars who lived through this particularly
era.” (Sally Randles)Although the reviewer is right about the rich historical source material she
may be mistaken about this book being accessible to the general readers. First I don’t know how
many general readers are interested in reading a book about a political economist. Secondly,
and more to the point, I don’t know how many general readers would be willing to stop and pick
up a dictionary every few pages to find the meanings of the words the author uses to write the
story.Maybe it is a requirement of Columbia University Press to use as many obscure and little
used words as possible to convey a thought that could be said with much simpler words. Maybe
the Dr. Fox hypothesis is being tested.I don’t think it is necessary for me to include my resume or
speak of my experience with language to remind the author that it would have been a much
easier read had he used words that most people understand. One example out of many may
suffice—in one place he uses the word “bruited”. For the record I did not have to look it up
because I have a diploma in French and I know what bruited means. But there is a great English
expression that would work just as well—it was noised abroad.All that being said, and the



preceding is my only complaint, this is a great read. Just this past year The Great Transformation
was listed as one of the top 25 books on economics. Karl Polanyi: A Life on the Left places Karl
Polanyi in the context of his family, his time and his culture, the Sitz im Leben of Karl Polanyi to
put it another way.Karl Polanyi was very much a person influenced by the events taking place,
the cultural shift and the situation of his family. To a great extent that is true of all of us.
Sometimes we go with the flow and sometimes we stand against the flow. We can say that Karl
Polanyi exercised both positive and negative rheotaxis in response to his culture.The author
gives a great historical overview of Habsburg Empire and the conditions in that atmosphere that
provided impetus to Karl and other thinkers. The author writes, “It was here and now, that
methodological individualism was first introduced into economic theory and here, too, that the
priest we being elbowed out by the therapist as the provider of meaningful narratives of
life.” (Location 90 on my Kindle).The author goes on to point out there was also a tension in the
time between individualism and communitarianism.It is obvious that the culture and the time in
which Karl Polanyi lived and worked are part of his story and therefore this book provides a
valuable piece of his story. The book is well researched and Karl’s contemporaries are
referenced and quoted. In this same vein the reference to Karl’s contemporaries reminds us that
Karl did not live in isolation but many of his ideas came in conversation and community with
others. When John Donne wrote that no man is an island he reminded us of the importance of
community. In Karl’s case it wasn’t just a community of economists and philosophers but also
included the poet AdyAs I read how Jews were treated in Central Europe at this time I thought of
the expression “when you point a finger at someone you are pointing three fingers at yourself”.
Those who criticize Karl Polanyi leaning to the left certainly cannot absolve themselves of
responsibility. The climate of Central Europe drove Jewish people to the margins and
“accounted for the predisposition of Central European Jewish intellectuals to join revolutionary
movements”.The record of the marginalization of the Jewish people was one of the most
disturbing things I found in this book. We should be reminded that years later they were not just
marginalized but depersonalized.I think Columbia University Press should be pleased with this
biography of one of her former professors. I recommend this book for its research, historical
overview and storytelling and for giving readers an opportunity to grow their vocabulary even if
they never use the words themselves.I received a copy of this book from Netgalley.com with the
understanding that I would write a review.”

phil armstrong, “A superbly crafted biography. This book is a superbly crafted biography which
provides an in-depth account of Polanyi’s life. The author expertly sets his detailed exploration of
Polanyi’s ideas and works in the context of his time. The nature and development of Polanyi’s
family and social relationships are thoughtfully discussed; in particular, the evolution of Polanyi’s
friendships is cleverly set against a broad political background allowing the reader to develop a
rich picture of all aspects of Polanyi’s life. Of particular interest is the author’s impressive ability
to link the life and work of important contemporaries such as G.D.H. Cole and R.H.Tawney with



the development of Polanyi’s own academic work. This book is very highly recommended to
readers with an interest in Polanyi’s life and work and that of other radical, left-orientated thinkers
of his period. It is founded on meticulous research and is undoubtedly a resounding success.
The book complements the deep and perceptive analysis of Polanyi’s work provided in another
recently published work by the same author, 'Reconstructing Karl Polanyi', distributed by Pluto
Press (2016).”

Ebook Tops Reader, “Great book, extremely well-researched and compelling. Academics rarely
write page-turners, but this is surely one... Great book, extremely well-researched and
compelling. An exciting story about an inspiring figure.”

The book by Gareth Dale has a rating of  5 out of 4.6. 12 people have provided feedback.
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