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Recent research on poverty and social exclusion in 
Hungary concluded that despite the economic growth of 
the last couple of years (more than 3 percent annually), 
large disparities in the living conditions of society have 
not been eliminated and the most vulnerable groups 
seem not to have been reached by the benefits of 
growth. Although most recent data provide some evi-
dence that the process of impoverishment may have 
eased to some extent, caution is still required before 
drawing straightforward conclusions for a longer run, 
since the chronic poverty is still stagnant. Data from 
various sources (TÁRKI Social Research Inc. and the 
Hungarian Central Statistical Office) show that the pro-
portion of the poor has remained consistently in the 
range of 10-13 percent since 1997 (calculating with the 
most widely used poverty thresholds, i.e. with 50 and 60 
percent of median income). It is evident that labour-
market problems constitute an important source of pov-
erty and social exclusion. Although unemployment in 
Hungary does not stand at a particularly high level 
(around 7.5 percent), the share of those who are in 
working age but inactive, is still very high (more than 40 
percent). It is clear that future economic prospects will 
heavily influence not only the labour market, but also 
the scope of manoeuvre for social policy. Although cur-
rently it seems that the EU policies have an impact on 
shaping this policy, it remains to be seen to what an ex-
tent its influence could be translated into concrete ac-
tions, and whether they could be efficient enough to 
change the current situation to a considerable extent. 
 
TÁRGYSZÓ: Social statistics.  
Poverty and social deprivation. 
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Although in Hungary the economic growth resumed in the late 1990s after the 
deep “transformational” recession of the early 1990s, there are still considerable 
disparities in living conditions, and the consequences of the massive impoverishment 
during the recession remain apparent. Poverty has been deepening and persisting 
during the period of economic transformation. Although the most recent data provide 
some evidence that the process of impoverishment may have eased to some extent, 
caution is still required before drawing straightforward conclusions for a longer run, 
since chronic poverty is still stagnant. Calculating with the most widely used poverty 
thresholds (50 and 60 percent of median income), data from various sources (TÁRKI 
Social Research Inc. and Hungarian Central Statistical Office – HCSO) show that the 
proportion of the poor has remained consistently in the range of 10-13 percent since 
1997. 

Especially in the light of economic growth of the late 1990s, standing at an 
annual average at around 5 percent between 1997 and 2000, these trends are 
astonishing. What does explain the fact that economic recovery has failed to improve 
the income situation of many people, who may indeed have fallen irrevocably 
behind?  

The “transformational” recession was very deep: until the mid-1990s GDP fell by 
about 20 percent. It had far-reaching consequences not only for the economic 
structure as such, but also to the sphere of social welfare. The crisis narrowed 
considerably the scope for manoeuvre in fiscal and social policy. But the shortage of 
adequate financial resources is obviously only part of the explanation. It is still, 
however, a relevant question why a comprehensive strategy for social policy, 
encompassing a system of supports for the poor, has not been set up. 

Within this context, it seems justified to ask whether poverty was a matter of 
political concern at all. It seems that this issue has not been among the top priorities 
of successive governments (Ferge [2001]). Obviously, one reason for this is of an 
ideological nature. It roots in the neo-liberal ideology that gained ground after the 
political changes, according to which an efficient market economy requires the state 
to play only a minimal role.1 This is reflected, among other things, in the legislation 

  
1 Its acceptance was also strongly supported by the World Bank, which played an influential role in shaping 

not only the economic but social policy too. As pointed out by Ferge–Juhász [2004] p. 234. the main elements 
of the Washington consensus included “strengthening of individual responsibility,… the emphasis on targeted 
assistance of the truly needy”, the shift from social insurance to private one, and “the abolition of universal 
benefit as wasteful”. It was in the austerity measures of 1995 (named after the finance minister at that time 
’Bokros package’), where this philosophy was most directly and visibly seen. For example, at that time the 
universal family allowance was abolished (later reestablished).  
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on social provisions adopted in 1993, which assigned increasing responsibility to 
local government, parallel with a withdrawal by the central state. As a result, 
successive governments have expected local-government authorities to alleviate 
poverty at a local level, although their inadequate institutional, financial and human 
resources have left them ill-equipped to carry out the responsibilities stipulated in the 
legal regulations.  

Another factor contributing to the negligence of the issue of social exclusion has 
been increasing competition for funding from a dwindling quantity of state funds, 
which has tended to prevent attention focusing on deprived people, even the ones 
most in need. (The weak position of the “losers” makes it almost impossible for their 
voices to be heard (Szalai [1999]). 

After three years of the Hungarian EU membership, the role of the EU in 
influencing social policy of the new members seems also relevant. If the accession 
process itself is considered, “the ideals and practices related to the European Social 
Model paid an unduly modest role in shaping CEE social policy during the 
enlargement” (Ferge–Juhász [2004] p. 234.) This is connected with the fact that 
social policy in the EU remained a subsidiary area, especially up to the late 1990s. In 
these days, however, the fight against social exclusion and poverty has become high 
on the agenda, especially since 2001. From then on, the member states had to prepare 
their own national action plans in order to translate the most important EU 
requirements into national practice. (In 2002 the 10 candidate countries prepared a 
“Joint Inclusion Memorandum” on this topic, which served as a basis for their 
national action plans, devised after their accession, in 2004.) In addition, the EU 
decision, taken in December 2001, to measure poverty and social exclusion on a 
permanent basis could also exert an indirect pressure on improving the effectiveness 
of social policies in all the members of the European Union. With the help of the 18 
Laeken indicators, it will become not only possible to measure poverty and make 
cross-country comparisons, but with these tools the countries are able to analyse and 
monitor the progress they achieved within a certain period of time. Some of the 
results for Hungary are to be described in the following.  

This paper is to deal with those social policy dilemmas which the country should 
face, especially as a member of the European Union. It outlines briefly the trends and 
the extent of poverty situation in Hungary as well as its main features. Therefore, the 
first section gives a general overview on the main economic and employment trends 
since the early 1990s; the second describes trends in poverty, based on macro-data 
and the results of some recent surveys. The third section is to be concerned with the 
frameworks provided by the European Union, and within this context the general 
strategy of Hungarian social policy. This section is also to deal with the current 
dilemmas and future perspectives of Hungarian social policy, with special regard to 
some of the problems of the social-assistance system. 
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1. Main economic and employment trends  

In terms of GDP growth, the most recent period since 1990, known as the period 
of economic transformation, can be divided into four phases, as Figure 1 shows. The 
first (1990–1993) brought the collapse of the state-socialist economy and an 
aggregate GDP decrease of more than 18 percent. In the second (1994–1996), the 
recession gave way to a modest rate of expansion: aggregate GDP growth of 5.8 per-
cent, which was equivalent to an annual average of almost 2 percent. In the third 
phase (1997–2000), the annual average growth was almost 5 percent, which can be 
regarded as outstanding compared with the historical performance of the Hungarian 
economy and with the performance of EU members and other Central and Eastern 
European (CEE) countries at the time. The fourth phase, which began in 2001 and 
seems to be persisting in 2007, has seen a deceleration of growth.  

Figure 1. Annual real GDP growth, 1990– 2006 
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Source: Hungarian Central Statistical Office (HCSO). www.ksh.hu 
 
As regards labour-market performance, it followed more or less the trend of GDP 

with a slight time lag. (See Figure 2.) This is reflected especially in the employment 
figures although it has to be noted that the employment level, even when it recovered 
slightly in the late 1990s, has never approached that of the year 1990. (This is 
understandable since full employment has been given up and high inactivity 
characterises the Hungarian labour market). Of course, unemployment shows an 
opposite trend to employment, but its peak was reached earlier (in 1993) than the 
nadir in employment (around 1995–1996). The reason for this disparity is assumed to 
lie mainly in the tighter eligibility conditions for unemployment benefit, which were 

Real GDP growth 
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introduced already in 1992, when the rapid increase in unemployment put strong 
pressure on government spending. The entitlement period was cut initially from two 
years to 18 months and then in late 1992 to one year, which caused large falls in 
registration. In addition, the ratio of benefit to last wage was reduced. So the more 
restrictive system offered less incentive for the unemployed to register. 

Figure 2. Trends in employment and unemployment, 1990–2006 
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Source: HCSO, Budapest. www.ksh.hu 
 
As Figure 2 shows, the fall in the number of unemployed continued towards the 

end of the 1990s. An undoubted contribution to the impressive improvements in the 
unemployment figures came from a further cut in the entitlement period for 
unemployment benefit in 2000, to only nine months. Since 2001, however, 
employment seems to stagnate and slightly increase (from 2003), but unemployment 
increased, from 2004 by more than 1 percentage point.  

When examining the labour market, it should be emphasised that growing 
imbalances led not only to unemployment, but also to a sharp fall in the population’s 
participation rate in economic activity at the beginning of the transition. The CEE 
countries, including Hungary, in the state-socialist period had participation levels far 
higher than those in the developed market economies. In the case of Hungary, 
participation has fallen to an even lower level than in the “old” members of the EU,2 

  
2 The big fall in women’s activity also contributed to this, which has been greater than men’s, leading 

largely to the decreasing total participation mentioned already. One of the main reasons is that women faced 
with the difficulty of finding a job were more inclined to choose early-retirement schemes as a preferred way of 
withdrawing from the labour market: several hundred thousand took early retirement or simply became 
housewives. (Partly as a result of changed value judgments about women’s role in the society, shown by a 
survey carried out during the 1990s (see Tóth [2000]). The fact that the retirement age used to be low under the 
planned economy (55 years for women, 60 years for men) contributed to the widespread use of these schemes. 
(Data also reflect these developments: the gender gap is the largest in the activity rate of the 55–59 age group, 
where it stands at 45.9 per cent for men and only 16.6 per cent for women.) 
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being at about 60 percent, whereas the average of the EU 15 is around 69 percent. 
This happened due to some measures against unemployment and also because a 
massive number of people voluntarily withdrew from the labour market. Examples of 
the former are “soft” methods of laying off workers, widespread resort to pre-
retirement and early-retirement schemes and to disability pensions, especially in the 
first half of the last decade. Since the beginning of transition, it has also been a 
conscious policy to admit more students into higher education by giving them more 
places, financed by the state budget, and this tendency was reinforced by the 
emerging new private colleges and universities. (By reducing the available labour 
supply, this also contributed to a decline in the participation rate). 

In 2007, however, not only do direct measures against unemployment affect 
adversely the participation rate, but other factors, as well. The poor performance is 
derived partly from the particularly low employment rate of the older population. 
This feature does not apply only to Hungary. In the “new” EU members of the region 
the average employment rate of the 55–64-year-old age group is lower than in the 
“old” EU members. (For example, in 2002, among males, the employment rate stood 
at around only 36 percent in Hungary, 41 percent in the new members, whereas it 
was 50 percent in the old members.) (http://epp.eurostat.ec.europa.eu/) Reasons for 
this lie not only in some inherited institutional effects, like the lower retirement age, 
which featured all these countries during the planned economy but also in other 
factors (see Footnote 2). One of the most important out of these is the poor health 
status of the population. It seems especially true for Hungary, where until very 
recently the average life expectancy at birth stood at a low level even by East-
European standard. Under these circumstances, it can be even concluded that to some 
extent the low retirement age may be justified. The fact that employment rate of this 
age group is still low even when the retirement age was raised3 in itself indicates that 
there should be reasons other than just institutional, or problems of inheritance. In 
Hungary the very low figure is obviously due to labour market reasons too, namely 
to the sluggish demand towards older people. (Indeed, examining wages, a 
Hungarian labour economist (Köllő [2002]) proved that during the 1990s on the 
labour market in Hungary the accumulated experiences seemed to have been 
devalued against such “skills” as adaptability and flexibility, generally featuring the 
competencies of young people). As a response, disability-pension schemes became 
widespread: for example, among males even in the younger age group (50–55) 

  
3 The process of increasing the retirement age began in 1997 when it was decided that it would have been 

raised on a gradual basis to 62 years by 2009 for both males and females. Women’s retirement age stood at a 
low level of 55 in 1997, so its increase started already then by elevating the retirement age by one year in every 
two years from then on. In the case of men, however, the increase began later, in the year of 2000, since their 
retirement age stood at a higher initial level of 60 years. (As a result, their retirement age has already reached 
the targeted 62 years.) 
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around 20 percent are in such pension, and in the next age group this share is even 
higher (being 27 percent) (KSH [2004]).  

The process of economic transition from a planned to a market economy had 
catastrophic consequences especially for the Roma people, the largest ethnic 
minority in the country (their share is about 5-6 percent of the population) (Fóti 
[2003]). These effects are most apparent in the labour market. The industrialization 
process that took place under the planned economy facilitated the integration of Ro-
ma into a modern, industrial society, although their inclusion remained unstable even 
at that time, mainly because it occurred with some delay compared to the majority, 
and due to the discrimination against the Roma population. This meant that they 
stayed at the bottom end of the labour market, which made them vulnerable to any 
kind of changes there. Predictably, therefore, Roma were among the first to become 
unemployed in the late 1980s, when the first signs of economic crisis appeared, 
before the transition from a planned to a market economy. Most of those who lost 
their jobs found themselves unable to re-enter the labour market, and most of those 
who managed to nonetheless lost their chances of permanent employment (Fóti 
[2002]). These trends are clearly reflected in the data available. Representative 
surveys of the Roma show that between the mid-1980s and mid-1990s their 
employment rate dropped from 75 to 30 percent. A survey in the mid-1990s also 
indicated that Roma employment had characteristically high inflow and outflow rates 
and “an employment pattern – familiar from the Third World – of unstable 
employment and short employment spells emerging” (Kertesi [2002] p. 25.). 

Despite the low unemployment figures a massive number of Hungarians do not 
have a job. Besides the aforementioned facts, it is explained also by high economic 
disparities across regions, small areas and different types of settlements. Labour 
mobility is low (due to various reasons, such as for example underdeveloped road 
network, high petrol prices, inadequate housing market, etc.), so the unemployment 
differentials across regions, emerged in the early 1990s, remained stubbornly large. 
The eastern part of the country and remote villages are especially adversely affected by 
the high regional economic disparities. (At the same time in some Western regions 
labour shortages can be observed.) It seems that absence from the labour market 
constitutes one of the most important risk factors in the incidence of poverty. 

2. Overview on trends, extent and some features of poverty 

In light of the mentioned economic and labour-market developments, it is not 
surprising that inequalities have widened further between the highest and lowest 
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income groups during the period of the late 1980s until the mid-1990s. The 
difference in average income between those in the uppermost and lowermost income 
deciles widened from 4.6fold in 1987 to 7.5fold in 1995. Rising income inequalities 
have certainly contributed to impoverishment and increase especially in income 
poverty over this period. Since then, obviously as a result of the economic growth of 
the late 1990s, the income inequalities have been stagnating. In 2004 the difference 
was estimated to stand at 7.6 (KSH [2007]). 

As can be seen from Figure 3 and mentioned in the introduction, the proportion of 
the population living in income poverty stood at about 10 percent at the turn of the 
new millennium.4 There was a continuous rise up to 1996 and some fluctuations 
since then (but rather an increase can be observed from the level of 9.2 percent in 
1996). According to Havasi [2003] the fluctuations are connected with the stop-go 
policies of successive governments. She pointed out that “government measures 
affecting the system of social provisions have not rested on a uniform, consensus-
based welfare-policy concept. Instead, successive governments devise their policy on 
poverty according to altering values and interests, with restricted budgetary scope for 
its implementation” (Havasi [2003] p. 64.). The latter is reflected in a decrease of 30-
40 percent in real value of social provisions and services between 1989 and 1998. 
Since then they have been stagnating. The exception is the election year of 2002, 
when some improvement could be observed (Ferge–Juhász [2004]). 

Figure 3. Trends and extent of poverty 
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Source: Kapitány–Sépder [2004]. 

  
4 It is calculated as 60 percent of median income (using the OECD 1 equivalence scale). 
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A more recent survey of Kapitány–Spéder [2004], carried out in 2001/2002, 
estimates the poverty rate (based on income poverty5) to more than 11 percent, so in 
order of magnitude it does not differ very much from the Household Budget Survey 
(Havasi [2003]) although the authors emphasise that the results of the two surveys 
cannot be compared not only due to the entirely different methods applied, but also 
to considerable disparities in the sample. Other (income) data also confirm that the 
poverty rate in Hungary stands at around 10 percent (TÁRKI data, quoted by Bass–
Ferge–Márton [2003]), and more recent figures for the years of 2002/2003 show a 
similar level: 10.9 percent (though this was calculated with just 50 percent of the 
median income based on per capita income, and cannot be compared with previous 
data (see Szivós–Tóth [2004]). According to Ferge et al. [2002], the rate increased 
from 10 percent to 15 percent between 1990 and 2001. The poverty threshold in this 
case was 50 per cent of the average income.  

Most recent data also show similar order of magnitude: according to the 
Household Monitor Survey, carried out by TÁRKI (Szivós–Tóth [2004]), it stood at 
12 percent in 2005, whereas another survey (KSH [2007c]), conducted within the 
framework of the EU-SILC programme (“Statistics on Income and Living 
Conditions”) in 2004 it was 13.4 percent. (Although the two surveys were based on 
similar methodology, with poverty threshold calculated as 60 percent of median 
income, and using OECD2 equivalence scale,6 they could hardly be compared 
directly due to other differences.  

The concept and definition of poverty is subject of many debates. The notion of 
poverty is most often associated only with income poverty. In Hungary, however, there 
are long traditions of approaching poverty from the “needs” side.7 One of the problems 
with measuring it only with income is that those data are not very reliable. This is the 
reason why usually other dimensions are also included and compared with each other, 
even within one survey in order to gauge its extent. One of these dimensions is the so-
called “subjective poverty threshold”, i.e. people are asked to estimate their own income 
situation. According to this definition, the poor are those who class themselves as such. 

  
5 The threshold is defined as 50 percent of the average income per consumption unit (using a 0.73 

equivalence scale) (Kapitány–Spéder [2004]). 
6 When analysing income positions of people, it is the household which can be chosen as a relevant unit, 

but in order to compare their positions, their size and composition, i.e. consumption needs of the individual 
members of households should also be considered. This could be done with the help of the equivalence scales. 
The OECD constructed two. According to OECD1, the following values are set: 1 to the first adult, 0.7 to 
further adults and 0.5 to children (aged 0–14). In OECD2 the respective values are: 1, 0.5 and 0.3. Apparently, 
the applied equivalence scale has an impact on the results. As Éltető and Havasi [2002] have shown on the 
example of the Hungarian Household Budget Survey of 2000, the income inequality is wider when the OECD1 
is applied, than using the OECD2. The authors elaborated a special Hungarian equivalence scale which they 
found more appropriate under the specific Hungarian conditions than the OECD scales (especially the OECD2). 

7 On the traditions of poverty measurements in Hungary and on poverty measurement with various poverty 
thresholds see details in Havasi [2003]. 
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Based on this definition, the Household Budget Survey (Havasi [2003]) found that 6.5 
percent of households (240 000 households), almost 2 million people (less than 20 
percent) can be regarded as poor. It is remarkable that most other surveys found 
similar results, i.e. about 20 percent.8 (The exception is one survey, commissioned by 
the ILO and the French government, which showed double of the usual 20 percent, 
but this had been designed to focus specifically on poor people since one of the 
sample-selection criteria of the survey was low income which was equivalent with 
the income of the poorest third of the population, identified by another survey 
(Ferge–Tausz–Darvas [2002]). 

Not only is the extent of poverty a cause for concern in Hungary, but also its 
depth. There have been some fluctuations in its indicator (poverty gap) since the 
second half of the 1990s. The Household Budget Survey (HBS) (Havasi [2003]) 
carried out by the Hungarian Central Statistical Office (HCSO), showed even an 
increase during this period. In order to obtain an approximate picture about its trend, 
it is worthwhile to present the results of both the HBS and Household Panel, as well 
as Household Monitor surveys. In HCSO Household Budget Surveys (Havasi 
[2003]) poverty gap was 16.8 percent in 1997; 19.5 percent in 1998; 22.6 percent in 
1999 and 21.7 percent in 2000 calculated as 60 percent of median income (using the 
OECD 1 equivalence scale). Meanwhile in TÁRKI Hungarian Household Panel and 
Household Monitor surveys (Szivós–Tóth [2006]) poverty gap was measured 16.8 
percent in 1996; 19.1 percent in 2000; 18.9 percent in 2003 and 22.0 percent in 2005 
calculated as 60 percent of median income, using the OECD 2 equivalence scale. 

As can be seen, despite the meaningful economic growth of the late 1990s, 
there seems to be even some increasing trend. Although another recent survey 
(EU-SILC) (KSH [2007c]) shows that in 2004 the poverty gap stood at 18.8 per-
cent, the preliminary data of 2005 suggest an increase.9 In Hungary it is well 
known that there is a group of poor people who are cut off from the labour market 
and deprived in many respects.10 In order to avoid reproduction of such a group, 
their social inclusion is of vital importance, meaning a real challenge for social 
policy. One of the key prerequisites to devise adequate policy measures is to know 
more about this group, its size and main characteristics. The data have 
continuously shown that poverty risk is especially high among children, i.e. in the 
lowest age group (0–15 years). Similarly to the previous years, in 2004 for 

  
8 As Ferge–Tausz–Darvas [2002] made it clear the results were very similar in various separate research 

projects.  
9 Data was calculated with the same method as by TÁRKI, i.e. 60 percent of the median income, using the 

OECD 2 equivalence scale. 
10 According to an estimate, between 1992 and 1997 about 6.1 percent of the population lived continuously 

in poverty, below 50 percent of the average income for four or more years (based on TÁRKI data 2002, quoted 
by Ferge–Tausz–Darvas [2002]). 
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example, their risk exceeded the national average by 46 percent. If household types 
are considered, poverty rates of single-parent and large families (with three or mo-
re children) stand also higher than the national poverty rate: 38.9 percent and 33.2 
percent as against 13 percent (KSH [2007c]). So apart from the labour-market 
position of the head of the household, the number of children and the household 
type are all decisive factors in determining whether a family falls below the 
poverty threshold. Researchers have long been warning of the particularly harmful 
effects of child poverty, as chances of the affected children are much lower for 
their social inclusion and labour-market participation. Being aware of the 
importance to prevent the reproduction of a new underclass, upon request of the 
current Prime Minister, elaboration of a new programme to fight against child 
poverty was launched in the autumn of 2005. 

In Hungary, there have been some attempts to apprehend social exclusion11 
empirically, and to measure it (e.g. Szivós–Tóth [2004]; Ferge–Tausz–Darvas 
[2002]; Kapitány–Spéder [2004]; Fóti [1998] and Fóti [2003]). One of the most 
recent ones identified social exclusion not with the isolation process, but “with the 
‘outcome’: cumulative poverty and deprivation… To capture cumulative poverty 
empirically, five fields of ‘deprivation’ considered important were examined: (1) 
income poverty, (2) consumption poverty, (3) subjective poverty, (4) housing 
poverty, and (5) housing-equipment poverty.”12 According to this measurement 
attempt, those are classed as cumulative poor, who suffer from poverty in at least 
three out of the five dimensions. It can be estimated that about 12-13 percent of the 
population live in cumulative poverty in Hungary.13 

The Table shows the position of the bottom income decile of the population as 
compared to the top income decile with respect of their expenditure. As can be seen, 
the expenditure pattern of the two groups is widely different. There are two of these 
differences which are the most conspicuous and important (but not surprising): 1. the 
bottom decile spend more than half of their income to food and to housing costs, so 
they have no choice but to spend the majority of their income to basic needs. As a 
consequence, their expenditure is lower in all other items.  

  
11 On the concept and definition on social exclusion see the works by A. Atkinson and A. Sen. 
12 The various dimensions were defined as follows. Income poverty: the threshold has been set at the 

lowermost quintile of personal net income; consumption poverty: if 45 percent or more was spent out of the 
total expenditure of a household; housing: a set of variables of the following three main factors: 1. social 
environment of the dwelling, 2. the condition of the dwelling, and 3. the standard of facilities in the dwelling; 
housing-equipment: provision of households with consumer durables; subjective: self-categorization (Havasi 
[2003]). 

13 The Household Budget Survey found 416 thousand such households (1.1 million people). However, two 
groups, the so-called “institutional households” (people living in homes for the elderly, in prisons, etc.) and the 
homeless are not included in the survey. If they are added, the total amount of people living in cumulative 
poverty can be put at 1.2-1.3 million people. In the late 1990s (in 1998, 1999, and 2000) at least two dimensions 
of poverty were present in about 28 percent of all Hungarian households (Havasi [2003]).  
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Structure of household spending in the lowest (1st) and the top (10th)  
population deciles by main expenditure groups, 2005 

(percent) 

Main expenditure groups 1st decile 10th decile Proportion of decile 10  
to decile 1 

Food and comestibles 37.0 20.7 2.52 

Clothing 5.2 5.3 4.52 

Housing costs 22.3 15.6 3.15 

Domestic and housing equipment 4.3 5.0 5.14 

Health and body care 5.0 5.6 5.02 

Transport and telecommunications 13.7 25.1 8.22 

Culture, holidays and entertainment 5.9 10.9 8.27 

Other personal expenditure 1.7 4.5 12.20 

Housing investment (mortgage repayment) 4.9 7.3 6.7 

Total expenditure 100.0 100.0 4.49 

Source: KSH [2007a]. 

 

2. Apart from food, there is also a very wide gap in expenditure for transport and 
telecommunication. This reflects the fact that among households with the lowest 
income (1st decile) those living in villages are overrepresented.14 At the same time, 
the low transport expenditure also shows the isolation many of them (and their 
members) should suffer from. Especially in the case of working-age people, low 
share of transport costs could be regarded as a symptom of low labour mobility 
which, as mentioned, is one of the reasons of high regional labour-market 
differences. Another alarming phenomenon is that the gap is also wide in the case of 
the expenditure for culture, holidays and entertainment. It does not only demonstrate 
huge differences in the access to various cultural goods, but a virtual lack of chances 
for upward mobility, especially for children and young people. In addition, lower 
expenditure for holidays reflects less opportunity for members of households in the 
first income decile for recreation, thus preventing ill-health. 

It can be well assumed that the Roma are especially exposed to cumulative 
poverty. Their aforementioned poor labour-market position shows in itself their 
particular vulnerability. Although it is problematic of analysing their situation 

  
14 A previous survey, carried out in 2000, revealed similar differences between the non-poor and the 

excluded poor. According to that survey, 53 percent of the latter live in villages, whereas of the national 
population only 33.8 percent live there (Havasi [2003]). 
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separately,15 some quite recent surveys made an attempt to compare it to that of the 
majority of the population. Their findings confirmed that the Roma are 
overrepresented among those who live in cumulative poverty. For example, in 
Ferge–Tausz–Darvas [2002], the survey carried out in mid-2001 and focused on 
poor people (called by the authors “the sample of the poor”), the Roma became 
heavily overrepresented (more than 200 households out of about 1000), although this 
had not been the original intention.16 This certainly happened because a low income 
threshold17 was defined for the sample. In addition, the majority of the households, 
having at least one Roma member (60 percent), belonged to the bottom income third 
of the “sample of the poor” (i.e. the poorest group even among the poor people). The 
Kapitány–Spéder[2004] survey carried out more or less at the same time (late 2001), 
found that more than half of the Roma population18 can be regarded as poor, 
whatever dimension is examined (income poverty, bad housing conditions, absolute 
deprivation, etc.). Their share among those who have bad housing conditions is 
especially high, more than 20 percent (in the whole sample share of the Roma stands 
at only 4.4 percent), and this highlights that the Roma are especially exposed to 
persisting poverty. In addition, in one of the sub-samples of Kapitány–Spéder [2004] 
i.e. of families with three or more children, the majority of respondents from families 
with no working members at all are Roma, and in the majority of Roma families 
none of the members are employed. This highlights their extremely poor labour-
market position, which is closely connected with their social exclusion. 

As regards the main causes of poverty, all the surveys have unanimously found 
that apart from these ethnicity and labour-market reasons (and other factors relating 
to the latter, such as low educational attainment), it is mainly large families (with 
three or more children) who are at high risk of becoming poor.19 This fact in itself 
highlights those challenges that the social-assistance policy and the family-benefit 
system have to face.  

  
15 For example, the Household Budget Surveys do not register the respondents by ethnicity, and this is 

understandable in light of the difficulties when collecting data on the Roma. Reasons lie not only in the 
problems of definition (who can be regarded as Roma), but also in the sensitivity of this issue and provisions of 
the law on personal-data protection. 

16 The sample can be regarded as representative along age, gender and size of settlement, so it was 
emphasised that all deviation from the national average (e.g. higher number of those living in villages), apart 
from the possible sampling errors, can be attributed to the fact that the given group is overrepresented among 
the poor (Ferge–Tausz–Darvas [2002]). The large weight of the Roma is one example for this. 

17 HUF 20 thousand (about 80 euros), which was at that time equivalent with the income threshold of 
lowermost third population (Ferge–Tausz–Darvas [2002]). 

18 In this survey, two groups of the Roma are distinguished: those who identify themselves as Roma, and 
those who are regarded as Roma by the interviewers, but there is not significant difference in their poverty (Ka-
pitány–Spéder [2004]). 

19 According to the latest TÁRKI data, the poverty rate of families with three or more children is about 26 
percent, four and a half times higher than families with two children (6%) (Szivós–Tóth [2004]). 
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3. Social-policy dilemmas within the context of EU membership, 
with special regard to social assistance 

Some of the main constraints of and problems with social policy have already 
been mentioned. The topic of poverty and social exclusion has become an important 
part of public discourse by the early years of the new millennium in Hungary 
(relating partly to visible signs of deep poverty and partly to recent interests in these 
issues at the EU level, mentioned in the introduction). Data on the extent and trends 
of poverty, however, provide ample evidence on the current situation, which is still 
paradoxical. Although at present the EU encourages convergence towards the 
European Social Model, in the early and mid-1990s they approved “the changes in 
the new member states that promoted the ‘Americanization’ rather than the 
Europeanization of social policy” (Ferge–Juhász [2004] p. 235.). 

The social-assistance system has serious shortcomings, making it unable to fulfil 
its function in an adequate way. Many of the problems are connected with the fact 
that there is no declared “official poverty line” in Hungary. In addition, although the 
level for entitlement under welfare programmes (the minimum pension or some 
proportion of that sum) is guaranteed by the state, it is lower than any of the poverty 
threshold defined and examined in this paper.20 For example, in 2000 it stood at only 
87 percent of the 60 percent median income threshold (Fóti [2003]), and since then it 
has even lost its real value.  

Another problem is that since each benefit is tied to a specific target group, there 
are very poor families who fall through the welfare net because they do not fit into 
any of these groups (like, for example, large families with children,21 unemployed, 
etc.). Current inefficiency obviously derives from the fact that the Hungarian benefit 
system does not have a general benefit that gives support below a certain level of 
income. Now there seems political will to remedy this problem: There is “...a need to 
ensure, within a relatively short period of time, a socially accepted minimum level of 
subsistence for all…” (Ministry of Health, Social and Family Affairs [2003]). 
Experts suggest that this should be modified from time to time, adjusted to changes 
in living conditions and circumstances (Ferge–Tausz–Darvas [2002]).  

  
20 This is the reason why share of households and population living below the minimum pension is lower 

than the poverty rate, calculated at any of the thresholds. In 2000 these shares were 4.8 percent and 7 percent, 
respectively (Havasi [2003]). 

21 For example, according to a survey by the Hungarian Central Statistical Office, large families seem to 
be preferred by the system but “the preference is not discernible with all poverty thresholds”. At the same 
time, the survey found that among “families with children, the targeting of benefits increased with the 
number of children” (Monostori [2003] p. 83) As pointed out by Kőnig [2004], however, this does not show 
an adequate provision for large families, but rather the fact that the adult population in income poverty is 
undersupported.  
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If the categorised system were supplemented with this rather general category, 
other disadvantages such as uncertainty and unpredictability (experienced over the 
last 15 years) could also be removed (Fóti [2003], Monostori [2003]). This problem 
seems currently a very topical issue because over the past five years the social-
assistance system has been shrinking. (The number of beneficiaries has decreased by 
more than 200 thousand, and spending was cut by 10 percent (Ferge–Juhász [2004], 
Kőnig [2004]). This happened at a time when poverty has not been eased as evidence 
presented in this paper has shown.  

Another shortcoming of the benefit system is that it ignores the economies of 
scale within families, considering individual family members, instead of the 
cohabiting community to which the individual belongs. For example, an 
investigation shows that households in which adult offspring cohabit with their 
parents are insufficiently assisted by comparison with their poverty risk. Hence it is 
necessary to set different entitlement thresholds for different types of 
family/cohabiting community (Ferge [1996]).  

Reasons for inefficiency of social assistance lie, however, not only in the 
aforementioned arrangements. Data indicate that there are also other reasons than the 
mentioned ones explaining why the welfare assistance covers only a fraction of the 
poor households (Monostori [2003]). The reason for this lies partly in the lack of 
information from the part of the public,22 partly in the role local governments play in 
social assistance. As mentioned before the legislation on social provisions of 1993 
assigned increasing responsibility to them. These changes led to over-
decentralisation, as recognised also by the “Joint Memorandum on Social Inclusion 
of Hungary” (Ministry of Health, Social and Family Affairs [2003]). In 2007 central 
regulations on welfare benefits are too broad and vague. They only provide guidance, 
putting excessive burdens and responsibilities on local-government authorities, 
which tend to over-regulate their systems (Szalai [2004]), and exercise continuous 
pressure to increase discretion (Ferge–Juhász [2004]). To improve the efficiency of 
the system, central regulations and state funding need to be strengthened. The latter 
is also important as evidence shows that local-government authorities in poorer 
regions are themselves poor in resources. In principle, the system of social standards 
could help in this respect, which takes into account a number of indicators that 
measure how depressed a given region is. It is an open question, however, whether 
the system can effectively reflect the potential number of benefit recipients (Fóti 
[2003]). The government seems to have recognised this problem, which is reflected 
in recent simplification of the family-benefit scheme (after various suggestions for its 

  
22 It is true that it is much to be done in informing the public about the welfare benefits that can be claimed 

(Ferge–Tausz–Darvas [2002]). Havasi [2003] emphasised that the absence of necessary channels between the 
potential claimants and the authorities is still a problem, and Fóti [2003] suggested that here the role of NGOs 
needs increasing and churches could also be involved in order to help in outreach. 
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transformation).23 The budgetary sources for the family-benefit scheme, however, 
have increased only by 10 percent (Darvas–Tausz [2006]).  

As mentioned previously, the elaboration of a new programme against child 
poverty was launched in 2005. General objectives of the programme include the 
eradication of the extreme forms of social exclusion, the reduction of the number of 
poor households with children. The programme envisages integrated measures of 
improving the parents’ labour-market position, development of skills for young 
children, decreasing segregation, providing better social services, easier access to 
health care and securing more favourable housing. The programme plans to take 
affirmative actions for reducing discrimination (ethnic and against other 
disadvantaged groups, like disabled children). 

Undoubtedly, these goals are very impressive, and if only partly implemented, 
they can improve chances of future generations to a considerable extent. It remains to 
be seen, however, whether amidst strict budgetary considerations current decision-
makers will show such a long-term vision and political determination which make 
possible to perform this large-scale programme, and whether future governments will 
continue these efforts.  

4. Conclusions 

It is beyond doubt that future economic prospects will heavily influence the scope 
of manoeuvre for social policy. Although currently it seems that the EU would have 
an impact on shaping it, it remains to be seen to what an extent its influence could be 
translated into concrete actions. It is true that from the part of the EU it is a “major 
achievement to have put the issue of poverty and social exclusion on the political 
agenda”. It is an open question, however, whether “the ‘Social Model’ of the EU will 
be considered a model for the poorer and more recent member countries” (Ferge–
Juhász [2004] p. 234.). Within this context, it is also a relevant question how the EU 
requirements concerning convergence towards the European Social Model could be 
harmonised with other needs, formulated also at EU level (for example, fulfilling the 

  
23 See for example Ferge–Tausz–Darvas [2002] and Darvas–Mózer [2004]. The latter authors suggest that, 

among other things, in order to meet the aforementioned requirements, i.e. the system should be based more on 
normative support and for the sake of higher transparency, the three main family benefits 1. the universal family 
allowance, 2. the regular income-tested child-protection benefit (recently called supplementary family 
allowance), and 3. the family-tax allowance should be amalgamated. (See details in Darvas–Mózer [2004]) 
However, the family-tax allowance and the regular income-tested child-protection benefit still exist, although 
they lost their importance, and the family allowance was raised. 
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Maastricht criteria, which require very strict budgetary control, limiting further the 
social-policy expenditure).  

In addition, in the new members, including Hungary, a discernible social model 
has not been developed. As regards Hungary, with the expression of Zsuzsa Ferge, it 
could be called rather a hybrid model, where the measures do not constitute a 
coherent system (quoted by Tausz [2006]). Linked to the lack of a clear-cut, long-
term vision, in Hungary there is no consensus nowadays on some crucial questions, 
which have important implications on social policy. For example, there are still 
debates about not only “whom”, but also “how” to support those who are in need 
(possible shifts towards means-tested allowances from universal ones, whether the 
tax system should include social-policy considerations, etc.). In a broader sense, so 
far there has been no consensus about the role of the state in general and in 
supporting the poor. 
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