Social Policy and Society (2024), page 1 of 16
doi:10.1017/51474746424000149

AMBRIDGE
g\IIVERSITY PRESS

ARTICLE

Exclusionary Mechanisms of Social Policy Redistribution
in Hungary

Ibolya Czibere!, Karolina Balogh? Imre Kovich*? and Gabriella Nemes-Zdmbé*

'University of Debrecen, Department of Sociology and Social Policy, Debrecen, Hungary; HUN-REN-DE High-tech
Technologies for Sustainable Management Research Group, Debrecen, Hungary; MTA-DE Research Group on Small Village
Schools in Deprived Areas, Debrecen, Hungary, ZHUN-REN Centre for Social Sciences, Institute for Sociology, Budapest,
Hungary, *University of Debrecen, Department of Sociology and Social Policy, Debrecen, Hungary and “University of
Debrecen, Department of Sociology and Social Policy, Debrecen, Hungary; HUN-REN-DE High-tech Technologies for
Sustainable Management Research Group, Debrecen, Hungary; MTA-DE Research Group on Small Village Schools in
Deprived Areas, Debrecen, Hungary

Corresponding author: Gabriella Nemes-Zamb6; Email: nemes.zambo.gabriella@arts.unideb.hu

(Received 6 January 2023; revised 29 October 2023; accepted 13 December 2023)

In this study the authors examine the impact of social incomes on social inequalities and social integration
in the post-2010 populist welfare system in Hungary. A detailed quantitative analysis reveals the structure
and distribution of social incomes among different groups in contemporary Hungarian society. This
analysis includes factors such educational attainment, demographic structure and income of households,
number of children, and deprivation index. The results of the research show that welfare redistribution has
lost its ability to reduce inequalities and instead serves as a means of perpetuating social disparities.
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Introduction

This paper is among those aimed at recording and understanding responses and modifications to
welfare systems, and especially redistribution, to post-millennium social changes. As Einhorn and
Logue (2010) emphasised that the inclusive European Social Model, which was attractive to
citizens, faced several challenges to which regionally different responses arose. The necessary
reforms have provoked new social and political conflicts (Larsen, 2007; Elchardus, 2009; Edlund
and Lindh, 2015), which the Scandinavian countries have been able to deal with relatively
successfully due to the traditions of democratic corporatism and social trust (Einhorn and Logue,
2010; Gértner and Prado, 2016). Analyses show that reforms of social systems in European (and
North American) states have also followed the social democratic, liberal, or conservative traditions
(Esping-Andersen, 1996) and a specific Southern European model of each region. The post-
socialist states represent a separate regional version in the arena of welfare reforms (Aidukaite,
2009). Researches have shown that the three main European social policy traditions and their
renewed versions are present in Eastern and Central Europe and that typical sub-regional blocs
can be identified (Bohle and Greskovits, 2007, 2012; Stubbs and Lendvai-Bainton, 2020; Aidukaite
et al., 2021), but that they have more common features. In response to the inability to fund
previously extensive social provision, governments have radically reduced subsidies and gradually
switched to project-logical funding and the privatisation of the social system (Cook, 2007), but the
institutional changes were not effective in the face of globalisation of social spending and the
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financial crisis (Leibrecht et al., 2011). The attitude of post-socialist societies is significantly more
critical of the efficiency and caring capacity of welfare systems (Roosma et al., 2013).

Our study presents Hungary as an example where the social policy has moved away from the
European Social Mode since 2010 with the current conservative regime’s coming to power (Szikra,
2014; Scharle and Szikra, 2015). According to the European Commission’s Country Report
(European Commission, 2020) in the last decade, income inequalities have increased, and
inequalities in access to public services have further strengthened in Hungary. Furthermore,
changes in the tax system and the social benefits system were mostly in favour of the income upper
decile, which contributed to the increase in income inequality. The top income fifth had an
income four point four times higher in 2018 than the bottom 20 per cent, while in 2008 the
difference was still 3.6 per cent. The main questions of the study are how welfare redistribution
systems have changed in recent years and how this has affected social inequalities. State
redistribution is mostly implemented in the form of regulations, societal incomes, subsidies, and
benefits in kind. Regulations limit consumer decisions, e.g. compulsory education, compulsory
social security contributions, consumer protection, quality standards for products and services,
etc. Grants are not intended to affect incomes, but prices, so that the use of goods or services
depends solely or at least in part on needs. They can influence consumer preferences and reduce
social inequalities in access to goods. Benefits in kind are linked to certain goods or services,
financed or produced by the state i.e. they should not be used as in comparison with cash benefits
(nursery, kindergarten, health, education, labour market services, care for the elderly, etc.).
Societal incomes (cash benefits) are contributory benefits, mainly of a social security nature or
non-contributory transfers (e.g. income-related or means-tested benefits or benefits for universal
or larger demographic groups, such as family allowances, negative income taxes, etc.) but the tax
relief through subsidies by unpaid taxes can be listed here also. The research question of our
analysis is what links between welfare redistribution and inequality can be identified and verified
in Hungary through the study of social income, an important dimension of state redistribution.

Our paper presents the structure and distribution of social incomes among the groups of
Hungarian society. First, we briefly present the Hungarian welfare redistribution frameworks,
where the focus is on societal incomes related to inequality. After the research introduction the
results are represented in two main parts: the development of social income and the income from
redistribution sources. The major findings are then presented.

Welfare redistribution frameworks

Poverty alleviation or intergenerational redistribution?
Gal and Medgyesi (2018) argued that the distribution of welfare in Hungary does not take into
account income inequalities. The benefits received by individuals and households are not related
to their financial situation. Rather, the age of the beneficiaries is an influencing factor. The social
policy benefit system has been found to reallocate income between age groups rather than status
groups. The main beneficiaries are children and the elderly. In this sense, Gal and Medgyesi (2018)
argued that welfare redistribution in Hungary can best be understood within the framework of the
life-course funding model. Already in 1988, Becker and Murphy (1988) described welfare
redistribution as a life-course financing model, and Folbre and Wolf (2012) analysed the equity
and sustainability problems caused by ignoring intergenerationality in the context of the welfare
state. The results of Gal and Medgyesi (2018), based on regression analysis, showed that the social
policy approach of the welfare state as a poverty alleviating, income equalising system is not valid
for the Hungarian system. Rather, it is an intergenerational resource-allocating, life-course
financing institution.

The findings of Vastagh (2017) also confirmed that in Hungary, cash redistribution by the state
favours pensioners. Between 2007 and 2011, the share of pensioners in the top three income
deciles increased (from 38 per cent to 41 per cent), while fewer people fell below the middle of the

https://doi.org/10.1017/S1474746424000149 Published online by Cambridge University Press


https://doi.org/10.1017/S1474746424000149

Mechanisms of Social Policy Redistribution 3

income scale. At the same time, 50 per cent of children were in the bottom three income deciles in
2011 and 2014, and more than a third of them lived in families in the two poorest income deciles
(Vastagh, 2017). However, it also points out that the different political-ideological choices made
by successive governments also play a significant role in shaping the income levels of groups
whose position depends on the state’s redistribution of money.

Hammer et al., (2022) also analysed how tax and benefit systems in European countries
redistribute wealth across age groups and social groups with different income levels. In their
research, they quantified the redistribution between pensioner and non-pensioner groups based
on micro-data, according to their rank in the income distribution. They analysed the relationship
between pension size, generosity, and support to low-income households. Their results show that
net redistribution is low in Northern European countries, but that the tax and benefit system
provides significant support to low-income households. Southern European countries, on the
other hand, are characterised by substantial redistribution to pensioners (including those with the
highest pensions), while little support is directed towards low-income non-pensioner households.

The impact of societal incomes on poverty reduction

The European Commission’s Country Report (European Commission, 2020) confirmed that in
Hungary the overall poverty situation has improved. The proportion of people at risk of poverty
and social exclusion has remained below the EU average. In 2018, one fifth of the population was
affected, which means a decrease of 908,000 compared to the data of ten years earlier (2008). The
depth of poverty continued to widen, with the poverty gap at 17 per cent in 2017, rising to 24 per
cent in 2018. In other words, we can say that the proportion of people at risk of poverty and social
exclusion has decreased in Hungary in last decade, but those in the worst situation have continued
to become poor what indicates the limited capacity of social transfers in redistribution. The
poverty rate for children was well above the adult population, with 15.2 per cent living in severe
financial deprivation, and among families with three or more children it was 22 per cent, the
highest in the European Union, well above the EU average (6.4 per cent and 6.7 per cent).
Deprivation and housing shortages are also one of the main reasons for the high proportion of
children in public care (1.3 per cent). The territorial concentration of poverty and social exclusion
is extremely strong. One in ten residents lived in the least developed districts, where the average
income per taxpayer was only around the level of the minimum wage. According to the report, the
residential segregation of the Roma is also significant, which is another important element of the
territorial dimension of poverty and social exclusion. Gabos et al., (2013) found that between 2000
and 2012 the poverty risk of the Roma increased, in 2012 “one third of the poor were persons living
with a Roma head of household” (Gébos et al., 2013: 49). After the change of regime the majority of
the Roma migrated to the settlements of the most disadvantaged sub-regions and to the big cities
as a result of being excluded from the labour market, thus the share of the Roma population in
poor villages increased significantly (Tausz and Simon, 2011). Varadi and Virag (2015) studied
spatial exclusion mechanisms in rural Hungary in twenty settlements. They distinguished between
two types of ghettos, (1) physical and mental isolation within the settlement, and (2) segregation
and stigmatisation of the whole settlement within the settlement fabric of the sub-region, in other
words the ghetto villages. The other end of the continuum was the ethnic neighbourhood, where
the Roma and the non-Roma populations lived together harmoniously in the same settlement.
However, selective social policy mechanisms can contribute to ethnic-based conflicts and
prejudice in rural Hungary (Czibere and Kovach, 2021).

The role of social transfers is significant; benefits in Hungary reduce the poverty rate by 48.8
per cent (Central Statistical Office (CSO), 2017), which is one of the highest rates among EU
member states. This is mainly related to benefits for parental leave related to childcare. However,
the poverty-reducing effect of other benefits is extremely low. Compared to developed European
countries, the Hungarian state also spends significant and constantly increasing amounts on
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pension-type expenditures (Czibere et al., 2017), while it continuously decreases and spends low
amounts on other social transfers. State redistribution clearly favours retirees as opposed to
working-age adults and children. Distributive trends that also affect the depth of poverty show an
advantage for retirees over children under eighteen and adults of working age as well. According
to the data of the Central Statistical Office (CSO), in 2018 the relative poverty gap (the depth of
poverty) was the lowest in the case of pensioners (12.6 per cent), which also decreased compared
to the previous two years; the poverty gap index for zero to seventeen year olds was the highest
since 2006, at 36.9 per cent, and represents a huge increase compared to previous years (i.e. child
poverty has deepened significantly) (CSO, 2018). Within the working age population, the data also
show increasing poverty among those living below the poverty line, rising from an average of 18.8
per cent in 2017, 32.9 per cent in 2019.

Employment replacement allowance has remained stable since 2012, at 15 per cent of the
minimum wage in 2018, which is one of the least appropriate in the EU, according to the Social
Protection Committee’s comparative performance assessment of minimum income. The ratio of
public employment wages to the minimum wage decreased, from 77 per cent in 2013 to 55 per
cent in 2019 (European Commission, 2020).

Forms and characteristics of social incomes in Hungary in the recent years

Below, we briefly present all the four monetary welfare transfer groups in Hungary, mainly
through the changes in the period since 2010, which were also examined in the data collection, and
which form the basis of the analysis. We asked about the four groups of social incomes: family
benefits, pensions, unemployment benefits, and social benefits (allowances). We were interested in
the proportion and composition of these transfers reaching households with different statuses.
Our goal is to identify socially institutionalised inequalities through the distributional directions of
monetary welfare transfers.

Family benefits. The family policy’s set of goals primarily serves to create and maintain the well-
being of families, in which families with children play a key role. One of the two types of family
support available is designed to reduce the burden of raising children in the form of cash
compensations and services in kind. The other includes a range of maternity benefits (Tomka,
2015). We deal in more detail with the family allowance belonging to the first type, as well as with
the allowances of the second type, because we have detailed data on these allowances in the
research. We see a duality in the implementation of the goals: at the same time, the family policy
system is characterised by constant elements - for the period between 1990 and 2015 - and
variability in detail (Darvas and Szikra, 2017). Following the crisis of 2008, a major change took
place in Hungarian family policy from 2010 (Vida, 2019), the direction of which was set by the
2011 Family Protection Act' (Szikra, 2018a). The employment-oriented support system - by which
we mean that the family’s income in the formal economy, and thus its socio-economic position, is
a key determinant of family support - strengthened the increase in inequalities between families in
different social situations and the prominent role of families in more favourable situations (Darvas
and Szikra, 2017; Vida, 2019). Szikra (2018b) pointed out that the impact of the labour market
situation in the field of family benefits is exaggerated and that this process most adversely affects
those who would need the support the most.

Care for the elderly. The Hungarian pension system is a hybrid, with both traditional social
security and tax-based features. After the change of regime, the pension system was divided into
three major periods (transformations): (1) between 1990 and 1997, reforms and measures were
adapted to the new political and market economy situation; (2) between 1997 and 2010, private
pension funds were included in the system; (3) between 2011 and 2016, private pension funds
were nationalised, disability pensions were outsourced from social security, and early and
preliminary pensions were abolished (Szikra, 2017). The last period also brought other changes,
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such as an increase in the age limit (to sixty-five by 2022) and the “women-40” rule, which allows
women with forty years of service to retire before the age limit from 2012 (Berki et al., 2016).
Another significant change was the government’s decision to abolish the private pension pillar in
2010 and to transfer assets to the state. As a result, the pension system is based on a public and a
voluntary private pillar. Based on January 2019 data the majority of recipients of pensions and
other benefits (78 per cent) are old-age pensioners, but this also includes benefits provided to
people with disabilities (13 per cent), as well as family member’s retirement benefits, age-related
benefits and other benefits and annuities (Central Statistical Office (CSO), 2019: 3).

The changes of the last years and the abolition of the ceiling on pension payments, point in the
direction that, while the state provides certain minimums and guarantees for those in a more
favourable labour market situation, it does not protect those whose labour market situation has
become unstable as a result of the regime change. As a result we experience the shrinking elements
of solidarity (Szikra, 2017, 2018b). The poverty incidence among the elderly is increasing, and
although the poverty rate decreases with age, the impact of the regime change on the labour
market is increasingly being felt in the unstable financial situation of retirees (Szikra, 2017).

Unemployment and social benefits. In 2012, the system of social benefits was transformed in line
with the legally institutionalised public work. The amount of several means-tested benefits have
either been abolished or reduced, or the access has been tightened. Firle and Szabd (2007)
analysing data from Hungary, pointed out that the success of redistribution is affected by the fact
that some people are excluded from benefits despite their eligibility. There is an extensive
international literature on means-tested welfare programmes, most of which estimates the
proportion of people who do not claim benefits despite eligibility to be significant (Firle and Szabd,
2007). Hernanz et al. (2004) found that the take-up rate for the Organisation for Economic Co-
operation and Development (OECD) member countries varies between 40 and 80 per cent in most
cases. According to the authors, this inefficiency is due to two reasons: first, some eligible persons
do not apply for assistance and, second, the central administration may reject legitimate
applications by making wrong decisions. In order to increase the effectiveness of welfare benefits,
the authors suggest simplifying the process of claiming benefits, better informing people about
their options and adopting an integrative approach to the organisation of welfare programmes at
the systemic level (Hernanz et al., 2004).

From 2013, the aid logic changed, linked to the idea of a work-based society. It all started with
the simplification of subsidies at the municipal level. In a single benefit, called ‘municipal support’,
previously diverse and targeted benefits — emergency child protection support, transitional
assistance, and funeral assistance - were combined. However, debt management support and
housing support, including housing maintenance support, were excluded from this (Ferge, 2017).
The duration of unemployment benefits (jobseeker’s allowance) has been radically reduced.
Jobseeker’s allowance is one of the shortest in the EU, lasting up to three months, far less than the
time actually needed to find a job. The average duration of unemployment in Hungary in 2018 is
just over more than one year (European Commission, 2020). From 2014, the Social Law was
radically amended, which entered into force on the first of March 2015. In line with this, the
administrative framework for active age benefits also changed. One of the most important changes
is that the role of government offices increased after the system of labour market institutions was
been channelled into them. Mandatory normative (i.e. state-funded) benefits were separated from
other benefits based on the residual principle and transferred to the responsibility of local
governments (Ferge, 2017). With this, public employment has become the most important
element in the Hungarian labour market set of instruments, which was firmly strengthened by
the new aid reform programme introduced in 2014. Family support was excluded from the
(mandatory) cooperation obligations for the active age group. The decentralised administration
system was abolished, and responsibility at the local level was emptied by the fact that the law
allows only one type of municipal aid, municipal support, and it is only an optional and
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non-mandatory form. From 2014, municipal responsibility for the well-being of the local
population practically ceased (Tausz, 2017).

According to the analysis by Political Capital (2015), the OECD data for 2014 show that
Hungary is the only OECD member state where social expenditures as a share of gross domestic
product (GDP) did not increase during the crisis but decreased instead, comparing 22.9 per cent in
2007 and 22.1 per cent in 2014. Kopasz and Gabos (2018) analysed the consequences of the reform
of social benefits, one of the most significant government changes in the aid system, effective from
March 2015.

“...with the transformation of the benefit system, the weight of a regular form of support, which
means greater social security, decreased, while with the spread of other benefits, the weight of a
fundamentally ad hoc form of care increased. Although this cannot be stated with certainty without
individual-level analyses, it can be assumed that this change has led to a reduction in social
security.” (Kopasz and Gébos, 2018: 347).

The impact of social incomes on social inequalities

Data and method

The survey whose data are used in the following analysis, was conducted in the autumn of 2018.
The sample (N=2,700) is representative of the Hungarian adult population living in private
households by gender, age, place of residence, and education (Table 1). For the selection of the
respondents, a two-step, proportionally stratified probability sampling procedure was used.”

To determine the scope of those affected by redistribution, we used labour market status and
income types (labour income, social income). These data were available at both the individual and
household level in the 2018 survey, so we are able to examine respondents’ household-level data.’
Income from the welfare system is treated according to four main groups. We distinguished
between family benefits (Childcare assistance: Gyermekgondozast segit6 ellatas - GYES; Childcare
allowance: Gyermekgondozasi dij - GYED; Infant care allowance: Csecsemégondozasi dij - CSED,
family allowance, maternity allowance); from the out-of-cash social security benefits pension-like
benefits (old-age pension, widow’s pension, old-age benefit, invalidity benefit, rehabilitation
benefit, orphan’s benefit); social benefits (holiday meals for children, regular child protection
allowance, care allowance, drug subsidy, public health care, housing subsidy); and unemployment
benefits (jobseeker’s allowance, replacement allowance). We also counted those employed in the
public works programme as receiving unemployment benefits.

In order to capture the differences between households receiving redistribution sources in
different ways, we developed household typologies from different perspectives. In developing the
first household typology, we took into account the size of the household and whether a dependent
child lives in the household. All household members under the age of eighteen and those over the
age of eighteen who were specified as children of the respondent were identified as dependent
children or as a foster child and were students according to their labour market status. Slightly
more than a quarter of the sample was made up of respondents living in a one-person household,
and half of them lived in a household without a dependent child. Less than a quarter of them had a
dependent child in their household.

Households were also categorised according to the number of children. As already noted in
connection with the former typology, the proportion of households without dependent children is
high in the sample (78.4 per cent), 19.8 per cent of households have one or two dependent
children, and only 1.8 per cent have three or more dependent children.

The third typology (Table 2) shows the share of redistribution income according to how many
redistributive sources households receive income from at one time. For this purpose, the four
main groups of benefits were used, and the household was considered to receive the given type of
benefit if at least one household member had the given type of income. Based on this, we can
describe the involvement of the respondents’” households; however, we do not have information on
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Table 1. Distribution of the respondents by the main demographics variables (persons, per cent)

N (persons) per cent

Gender

Male 1260 46.7

Female 1440 53.3
Age groups

18-29 486 18.0

30-39 524 19.4

40-49 439 16.2

50-59 474 17.5

60-69 475 17.6

70+ 303 11.2
Place of residents

Capital (Budapest) 488 18.1

County Seat (Bigger city) 462 17.1

Town 956 354

Village 793 29.4
Education

Maximum 8 elementary school classes 770 28.8

Vocational training, vocational school 592 22.2

High-school graduation 828 31.0

Degree 481 18.0

Source: KEP 2 survey, 2018.

Table 2. Respondents’ household types according to how many benefits the household receives (households, per cent)

How many types of redistribution benefits does the household receive?

(family allowance, pension, social benefits, unemployment allowance) N (households) per cent
0 1,295 48.0
1 1,217 45.0
2 161 6.0
3 27 1.0
Total 2,700 100

Source: KEP 2 survey, 2018.

the accumulation of certain types of benefits. Forty-eight percent of households do not have any
redistribution income?, 45 per cent have one type of redistribution income, and only 7 per cent

have two or three types of redistribution income at a time.

The database also provided an opportunity for the examination of households according to
their being affected by material deprivation (Table 3). To this end, we developed the deprivation
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Table 3. Proportion of respondents’ households in deprivation (households, per cent)

Affected by deprivation N (households) per cent
Not deprived 1,911 72.2
Deprived 304 11.5
Severely deprived 430 16.3
Total 2,644 100.0

Source: KEP 2 survey, 2018.

Table 4. Proportion of those entitled to social benefits by labour market status

Labour market activity - inactive N per cent
Pensioner 685 25.4
Unemployed (also public worker, public benefit, or public purpose worker) 76 2.8
Of which: public worker 35 13
Childcare support, childcare benefit 65 2.4
Student 75 2.8

Source: KEP 2 survey, 2018.

index (at risk of poverty or social exclusion - AROPE indicators) according to the definition of
Europe 2020 Strategy® (Gébos et al., 2016). According to the deprivation index, 27.8 per cent of
households are affected by material deprivation, and 16.3 per cent of them live in severe
material deprivation.

According to labour market activity, more than one third (34.7 per cent) of the sample is
inactive. A quarter of the total sample is retired, while the other categories are represented by 2 to
3 per cent (Table 4).

Development of social incomes by educational attainment and household type

The main question of our analysis is how the role of redistribution in influencing inequalities
prevails through social transfers. We first interpret the effect of the redistribution of social
transfers on inequalities according to different educational attainment and household structures.
In the following, we examine the flow of transfers based on the income structure of households
and the composition of households.

Forty-four per cent of respondents receive one of the four main type of the benefits — or a
scholarship or student loan. The average size of the affected households is two point two nine
people. The group of pension recipients is the largest in proportion (27.1 per cent), but the group
of recipients of family support is also significant compared to other benefits (13.3 per cent).
Examining the average size of households, it is not surprising that the average number of people
living in one household is the highest for the latter benefit (three point five six people), while the
average household size is the lowest among pensioners (one point six six people).

Educational attainment and social incomes
The distribution of total benefits by educational attainment (Table 5) shows that (without
examining the amount and duration of benefits) the majority of redistributive resources
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Table 5. Recipients of cash from redistribution sources by highest educational attainment (per cent)

Maximum 8  Vocational

elementary training, High-

school vocational school N

classes school graduation Degree Total (persons) sig.
Total (whether the respondent 42.6 15.7 27.0 147 1000 1,174  0.000
receives any benefit)
Pension 54.1 11.5 21.9 12.5 100.0 720  0.000
Unemployment benefits 59.2 19.8 16.3 4.7 100.0 86  0.000
Family support 18.0 233 36.5 22.2  100.0 356  0.000
Social care 60.8 15.8 18.3 5.1 100.0 120  0.000

Source: KEP 2 survey, 2018.

(42.6 per cent) go to those with the lowest educational attainment, followed by graduates
(27 per cent), vocational training, vocational school (15.7 per cent), and graduates (14.7 per cent).
However, the distribution of different types of income sources by educational attainment also
confirms that the participation of the lowest educated is highest (above 50 per cent) in the two
types of need-based benefits, i.e. social benefits and unemployment benefits. Within retirement
and pension-like benefits, the proportion of those with the lowest educational attainment is also
the highest, because the oldest still studied in a different school system. On the other hand, family
allowances are higher, especially among high-school graduates (36.5 per cent), but one in five
tertiary-education graduates and one in five skilled workers also receive them. Low-income,
means-tested benefits deviate downwards by educational attainment, while family benefits linked
(also) to labour market participation are more likely to belong to the middle class on the basis of
their education, which clearly demonstrates the predominance of poverty rather than the
enforcement of social policy principles.

In the context of education, we examined not only the types of benefits but also the number of
transfers. We wondered if there was a ‘congestion’ of benefits towards any level of educational
attainment. There is no congestion but, examining the four main types of redistribution sources, it
can be seen that there is a higher proportion of those with low education among those receiving
multiple benefits, although this trend is also higher among those receiving one or two benefits. It is
true that these benefits are low-quality, temporary, need-based, poverty-reducing, short-term, and
mostly one-off benefits rather than income replacement or income substitution transfers. At the same
time, non-means-based benefits are included in redistribution benefits, so the existence of multiple
sources of redistributive income does not necessarily indicate that the household is disadvantaged.

Household structure and social income

More than half of the households are affected by benefits, in the largest proportion in pension-type
ones (31.6 per cent), and the lowest in unemployment benefits and social benefits. All this does not
mean a low level of those in need but are a consequence of the cuts in social benefits. At present,
therefore, the predominance of insurance-based benefits and the dominance but low involvement
of need-based benefits to the poor (unemployment benefits, social benefits) is typical of
Hungarian households. In two-person households, it is no longer pension benefits that appear in
the highest proportion, but family benefits. This also indicates that the involvement of single
parents in two-person households is significant but, regardless of the high level of exposure to
poverty risks, the proportion of those receiving need-based benefits does not increase compared to
the results of all households.
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Table 6. Households receiving cash income from redistribution sources by type of household (per cent)

Household type

one-person  at least two adults at least one adult
household live together and no  and one dependent
(single) dependent children child live together  Total N sig

Total (whether the household 28.6 39.5 31.9 100.0 1,296 0.000
receives any benefit)
Pension 44.7 51.9 34 100.0 853 0.000
Unemployment benefits 15.9 63.7 20.4 100.0 113 0.010
Family support 0.2 11.5 88.3 100.0 478 0.000
Social care 18.3 48.9 32.8 100.0 174 0.000

Source: KEP 2 survey, 2018.

Table 7. Household types according to the share of the household in redistribution sources (p = 0.000 Cramer’s
V = 0.207) (per cent)

H h
How many types of ousehold type

redistributive benefits one-person at least two adults at least one adult and

the household receives  household live together and no one dependent child

(each) (single) dependent children live together Total N (households)
0 25.8 63.2 10.8 100.0 1,295

1 30.2 39.4 30.4 100.0 1217

2 20.4 43.2 36.4 100.0 161

3 0.0 44.4 55.6 100.0 27
Total 273 51.1 216 100.0 2,700

Source: KEP 2 survey, 2018.

Half of the households receiving a pension are households of at least two cohabiting adults, but
the involvement of one-person households is also very significant (44.7 per cent). Within
unemployment benefits, households with at least two children are most affected, while within
need-based social benefits, every second household is without children, but one-third of whom
have a dependent child (Table 6).

We also examined the differences within the three household categories according to the
number of benefits (Table 7), i.e. the type of household structure to which several types of benefits
come. Households affected by zero or a single form of care predominate, with individual
household types represented relatively proportionately within single benefit households (almost
one-third ratio everywhere), but the involvement of households based on cohabitation of two
adults without dependent children and no recipients of welfare benefits is outstandingly high
(63.2 per cent). The accumulation of benefits within a household is not observed.

According to the types of redistributive sources of households (Table 8), the majority of
households receiving a pension are not deprived (62.5 per cent), but more than a third (37.4 per cent)
can be classified as deprived or severely deprived. The proportion of the severely deprived is
much higher (22.5 per cent) than that of the deprived (14.9 per cent). Only 24.5 per cent
of households receiving unemployment benefits were not deprived; a significant proportion of
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Table 8. Households receiving redistributive income by deprivation (per cent)

Not deprived Deprived  Severely deprived Total N (households) Sig.

Total (whether the household 65.9 13.1 21.0 100.0 1,296 0.000
receives any benefit)

Pension 62.6 14.9 22.5 100.0 839 0.000
Unemployment benefits 24.5 14.6 60.9 100.0 110 0.000
Social care 43.3 16.5 40.4 100.0 171 0.000
Family support 73.6 11.6 14.8 100.0 474 0.623
Total 72.3 11.4 16.3 100.0 2,644

Source: KEP 2 survey, 2018.

them — almost two-thirds (60.9 per cent) — were severely deprived. Naturally, deprivation is also very
significant among those receiving social benefits (56.8 per cent, 404 per cent live in severe
deprivation). However, there is no significant correlation between family support and material
deprivation, but it is characteristic of the whole system that the proportion of non-deprived households
is the highest among households receiving family support (73.6 per cent). The proportions of the three
groups established according to deprivation is almost the same in terms of family benefits as their
proportions in the total sample, which shows exactly the preferences of the system. Deprived
households do not receive priority family allowances and, as a large proportion of them are linked to
labour incomes, the amount of family allowances for deprived households is most likely to be much
lower than for non-deprived households. (We did not ask for the amount in our questionnaire survey.)

Despite the benefits, the proportion of households in need of benefits (unemployment and
social benefits) and living in deprivation is outstanding, i.e. not only are the benefits unable to lift
those affected out of their income poverty, but they are also unable to alleviate their consumption
poverty (deprivation). In the case of insurance-based redistributive benefits (pensions), it can be
seen that the amount of pensions is so low that it preserves the lives of pensioners in consumption
poverty. These benefits are unsuitable for the social mobilisation of those concerned or for
increasing their well-being and integration, and they only strengthen keeping them in their status.
Deprived groups are excluded from a significant part of family support; primarily care is given to
the non-deprived. As a significant part of these is the family allowance, this benefit, which has not
risen for years, is constantly not aimed at improving the situation of families with children, but
rather as a symbolic reward for well-off middle-class groups.

Income from redistribution sources in the income structure of households

After the distribution of redistribution incomes, households were also examined according to their
income structure. By income structure, we mean the type of income (redistribution or labour)
received by the respondent and their household. We first present the sources of income of
households in differences according to income quintiles, and then we interpret the results by
examining the income composition that characterises integration groups.

In our sample, the average net household income per capita is 144,160 Hungarian forint
(452.09 Euro®), with a standard deviation of HUF 119,953 (EUR 376.18).” Even the high standard
deviation shows the unequal distribution of incomes, but this is even more striking when we look
at the data according to income quintiles. While in the lowest income quintile the average net
household income per capita is HUF 58,273 (EUR 182.74), in the top income quintile it is almost
five times that, HUF 276,178 (EUR 866.11).
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Table 9. The homogeneity of households’ income (per cent)

Type of the income per cent
Only labour income 46,6
Labour income and redistribution 30,2
Redistribution only 23,2
Total 100,0
N (households) 2689

Source: KEP 2 survey, 2018.

Households in the lowest income quintile have the largest size and also have the most
dependent children here, suggesting that an increase in the number of children may still mean an
increase in the risk of poverty. Going up in the income quintiles, the size of the household and the
number of dependent children also decrease, which is only broken by the difference between the fourth
and fifth quintiles. Households in the lowest income quintile had the most types of redistribution
benefits, well above the average, and those in the top group had the least (Appendix 1).

In what follows, we examine the income structure of households using a simple, three-category
variable: we distinguished between households with pure labour income, mixed labour income
and redistribution benefits, and households with purely redistribution benefits. In almost half of
our sample, households had only labour income (46.6 per cent), 30.2 per cent had both labour
income and welfare resources, and 23.2 per cent had only redistribution resources (Table 9). The
average net household income per capita of those living only from labour income was HUF
179,516 (EUR 562.97), and that of those living only from redistribution sources was HUF 113,520
(EUR 356). The average net income of mixed-income households was slightly higher than that of
those living exclusively from redistribution, HUF 119,645 (EUR 375.21).

The majority of households living only from redistribution are retirees; the average age of the
group is sixty-seven years, and they live in the smallest households and without dependent
children. Mixed-income households have the largest household size and the highest number of
dependent children, presumably with both wages and child-raising welfare benefits. Households
with only labour income have the lowest average age of respondents; their average household size
is 2.1 people, and the number of dependent children is very low (Appendix 2).

Examining the income structure of households by income quintile, it is clear that 82.4 per cent
of the households in the lowest fifth have some form of redistribution benefit, of which 50.6 per
cent of households also have wages as income. Only 17.6 per cent of households live only on
labour income. In contrast, 70.2 per cent of those in the top income quintile have only labour
income, and only 8.3 per cent of households receive household income only from redistributive
sources (Table 10).

We also showed statistical correlations between the educational structure of households and the
income structure of households. It is particularly striking that the proportion of those living only from
redistributive sources has an exceptionally high proportion of those with no more than a primary
school education. This is partly due to the age distribution of the group, as older people have a higher
proportion of those without even secondary educational attainment, while younger people have a low
level of labour market deprivation due to low educational attainment (Appendix 3).

Almost half of those who received income only from redistribution sources lived in
deprivation, which also provides clear evidence of the low real value of redistribution sources
(Appendix 4).

The low real value of redistribution sources is also shown by the assessment of the subjective
financial situation (Table 11). Of those living only on labour income, 10.6 per cent stated that their

https://doi.org/10.1017/S1474746424000149 Published online by Cambridge University Press


https://doi.org/10.1017/S1474746424000149
https://doi.org/10.1017/S1474746424000149
https://doi.org/10.1017/S1474746424000149
https://doi.org/10.1017/S1474746424000149
https://doi.org/10.1017/S1474746424000149

Mechanisms of Social Policy Redistribution 13

Table 10. Household income structure by income quintiles (p = 0.000 Cramer’s V = 0.306), (per cent)

Household income structure

Income quintiles Only Labour

based on household labour income and Redistribution

income per capita income redistribution only Total
bottom 17.6 50.6 31.8 100.0
2. 23.5 38.0 38.5 100.0
3. 42.7 28.8 28.5 100.0
4. 63.1 15.4 215 100.0
top 70.2 215 8.3 100.0
Total 44.0 30.4 25.6 100.0
N 803 555 467 1,825

Source: KEP 2 survey, 2018.

Table 11. Subjective financial situation according to household income structure (p = 0.000 Cramer’s V = 0.198),

(per cent)
Only labour Labour income

income and redistribution Redistribution only Total
With difficulty 10.6 18.1 331 18.2
With minor difficulties 37.0 37.8 44.4 39.0
Easily 52.4 44.1 225 42.8
Total 100.0 100.0 100.0 100.0
N 1,191 788 608 2,587

Source: KEP 2 survey, 2018.

household could only cover their usual expenses with difficulty, while among those with only
redistribution resources this proportion was 33.1 per cent, and 44.4 per cent of them managed to
finance expenditure with minor difficulties. More than half of those living on labour income only
said they could easily finance their expenses, and those with mixed incomes also said this in the
highest proportion (44.1 per cent).

Discussion

Summing up the impact of the redistribution of social transfers on inequalities, based on the
characteristics we can say that current monetary transfers are primarily capable of maintaining
and increasing inequalities, rather than reducing them. The flow of cash transfers is impeded,
either vertically or horizontally, to the most vulnerable groups, who are most at risk of inequality
and poverty reproduction, which could curb the deterioration of the current situation and
contribute to the improvement of their economic and social well-being. We presented a distorted,
redistributively focused state redistribution system operating only on the basis of the residual
principle and providing the minimum to the most disadvantaged, which also emptied the
integration power of local ties as a result of weakening the middle-level (municipal) welfare
redistribution by the government. This does not simply contribute to social differences manifested
through social transfers but preserves and increases them.
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The redistributive public services we examine do not adequately help those at a structural
disadvantage in order to reduce their inequalities, providing them with benefits of a much more
modest level and quality than those of stronger, better-situated social groups in society. Through
this, the state makes it impossible for vulnerable, disadvantaged groups, and especially the
children of these groups, to have the opportunity to improve their own situation; that is, they
contribute only to the reproduction of inequalities.

Redistribution based on current remittances is more of a life-cycle-following and
predominantly insurance-based redistribution that does nothing more than smooth out the
incomes of individuals and households; that is, it reallocates them over time. Vertical
redistribution in the field of social and unemployment benefits is extremely narrow, barely
measurable, regardless of whether one of the goals of welfare state interventions would be a more
equitable distribution of economic wealth. As noted in the European Commission’s Country
Report (European Commission, 2020), individual social groups enjoy the benefits of Hungarian
economic growth extremely unequally, largely because the government’s distribution policy itself
increases social inequalities. Based on the integration approach, the studied forms of government
redistribution primarily support the better-off, belonging to the upper deciles of society. The
conscious exclusion of the most disadvantaged from redistribution is unprecedented in the history
of the Hungarian social and socio-political systems following the change of regime. The examined
segment of the current social policy is not able to fulfil its function (characteristic of well-
functioning social policy systems), to reduce poverty and inequalities, contribute to the increase of
physical and mental well-being, or increase the chances of social mobility and thus the quality of
social life. Interpreting the integration effects of social transfers, it can clearly be justified to state
that Hungarian social policy, although aimed at targeting its services to society as a whole, is
unable to achieve this. It provides high security for the non-poor, but its services are mostly
inaccessible to the poor, which is exacerbated by the high degree of lack of solidarity between
social groups. The fundamental values of social policy, including solidarity, create the way out of
disadvantaged life situations, offering security of everyday life and choosing one’s own destiny.

Concluding remarks

We examined the relationship between social policy support and the characteristics of inequality
in Hungary, who receives social transfers, what purpose they serve, and whether these transfers
alleviate or perpetuate existing social inequalities.

The results of the research confirm that due to the disintegrative state interventions, the social
policy instruments of redistribution have lost their harmonizing’ ability, i.e. they cannot combine
the most important functions in order to reduce inequalities and increase the chances of the most
disadvantaged groups; especially not in employment, wages, social benefits, and education. Social
positions that appear deliberately frozen severely reduce the chance of improving social mobility.
More extensive and in-depth research is required for a more complete understanding of this type
of inequality-inducing redistributive system.

Supplementary material. For supplementary material accompanying this paper visit https://doi.org/10.1017/
$1474746424000149

Notes

1 Act CCXI of 2011 on Family Protection.

2 The primary sampling units were municipalities, while the final sampling units were the appropriate age groups of the
population. A sampled municipalities according to the number of cases in the sample frame, addresses were randomly
selected. On the respondents’ label card the gender and the age group of the person was indicated. After the completion of the
data collection a multi-criteria weighting was applied, in order to the sample fit for the real ratios of the population as
accurately as possible.
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3 Due to the specifics of the sampling, only individually relevant data can be considered representative. We obtained the data
on the household through the respondents’ reporting on their own household. Consequently, the number of households is
equal to the number of respondents.

4 For households with zero benefits, we did not investigate whether they were ineligible for benefits due to lack of entitlement
or whether those who were eligible were missing out for some reason.

5 According to this, households with at least three of the following nine problems can be considered to be materially deprived:
1) they have arrears related to loan repayment or housing; 2) lack of adequate heating of the apartment; 3) lack of coverage for
unexpected expenses; 4) lack of consumption of meat, fish or equivalent nutrients every two days; 5) lack of one-week holiday
spent away from home per year; 6) not having a car for financial reasons; 7) not having a washing machine for financial
reasons; 8) not having a colour television for financial reasons; 9) not having a telephone for financial reasons. Those with at
least four of the above problems are considered to be living in severe material deprivation.

6 The average euro value in 2018: HUF 318.87 (http://www.mnbkozeparfolyam.hu/arfolyam-2020.html).

7 Although roughly 30 per cent of respondents do not have income data, this lack of data does not affect the
representativeness of the sample-level data at the individual level.
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