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ABSTRACT

Populism is principally a political phenomenon; yet, the economic implications of populist rule can be
substantial, as underlined by the Polish and Hungarian cases. By operationalizing the ideational definition
of populism, the article sheds light on the economic consequences of populist governance in three major
domains: (1) macroeconomic management, (2) welfare policies, and (3) market regulation. The article
demonstrates that while—at least until the outbreak of the COVID-19 pandemic—Hungary and Poland
refrained from engaging in irresponsible macroeconomic policies such as the accumulation of public
debt or external debt (typical signs of classical “economic populism”), the governments of the two
countries embarked on widescale income and wealth redistribution in their respective economies.
Nevertheless, these populist governments targeted different groups of people in their redistributive
policies: Hungary adopted a largely selective and exclusive social policy targeting the middle class and
the well off, while Poland endorsed a more inclusive strategy that benefited the poor as well.
Furthermore, the two countries deliberately tilted the playing field toward their protégés: Hungary
preferred the preservation of private property; whereas, Poland explicitly increased the share and role

of state-owned enterprises in the economy.

Hungary and Poland, the one-time star performers of eco-
nomic transformation and integration, stepped onto the
shaky road of de-democratization and institutional decay in
the 2010s (Agh 2016; Bogaards 2018; Enyedi 2016a; Zgut
2022)." Their regress prompted several attempts in the social
sciences to conceptualize the recent developments in these two
Central and Eastern European (CEE) countries as a democratic
backsliding (Dawson and Hanley 2019; Holesch and Kyriazi
2022; Vachudova 2020), an illiberal turn (Buzogany and Varga
2023; Guasti and Bustikova 2023; Pirro and Stanley 2022), an
autocratic challenge (K. Kovacs and Lane Scheppele 2018;
Gy6rffy and Martin 2022; Lendvai-Baiton and Szelewa 2021),
or a populist takeover of power (Orenstein and Bugari¢ 2022;
Toplisek 2020; Csehi and Zgut 2021). Acknowledging the
merits of competing interpretations, this article identifies the
Polish and the Hungarian governments as populist (see also
CHES 2020; Rooduijn et al. 2019) and intends to make
a contribution to the understanding of populism at work.>
While research on populism has always been somewhat
fragmented in the social sciences, the so-called ideational
view seems to be emerging as the main reference point in
studying populism (Mudde and Rovira Kaltwasser 2018).
Conceptualizing populism as an ideology substantially helped
social scientists to uncover the main political and discursive
elements of the phenomenon, but, at the same time, it evi-
dently downplayed the economic dimension. Political scien-
tists have always been skeptical about the economic
conceptualization of populism (such as “macroeconomic
populism,” developed by Dornbusch and Edwards 1990),

arguing that such approaches did not travel well in time and
across continents (Aslanidis 2017; Rovira Kaltwasser, et al.
2017; C. Mudde and Rovira Kaltwasser 2017; Weyland
2017).? Yet political scientists never really questioned the rele-
vance of economic causes and/or consequences of populist rule
(Rovira Kaltwasser 2018, 2019). In fact, economic analysis of
the demand side of populism has already been successfully
using some form of the ideational definition in explaining
the increase of vote share of populists worldwide (e.g., Fuest
2017; Cerrato, Maria Ferrara, and Ruggieri 2018; Guiso et al.
2017; Guriev and Papaioannou 2020; Rodrik 2018). Much less
research has been done, however, on the economic implica-
tions of populist governance. As a corollary, our article inter-
prets populism as an ideology and turns explicitly to the
scrutiny of the economic consequences of populist rule in the
selected CEE countries.

It is relatively recent that scholars started to operationalize
the ideational definition of populism with the aim of detecting
the economic policy consequences of populist rule (see
Benczes 2022; Bartha, Boda, and Szikra 2020; Feldmann and
Popa 2022; Stankov 2022). As the ideational definition of
populism has been built upon the irreconcilable splitting of
society into two homogenous and competing groups—the
“pure” people on the one hand and the corrupt elite (or,
generally speaking, the others) on the other (Mudde 2004)—
it is reasonable to hypothesize that the assumed redistributive
consequences of populist rule, both in terms of income and
wealth, can be rather substantial as well, which combined with
the degeneration of liberal institutions and the rule of law
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should also imply an erosion of fiscal and monetary discipline,
resulting in deteriorated macroeconomic performance. The
Polish and Hungarian cases seem to confirm only partially
such a hypothesis, as both the Hungarian Fidesz and the
Polish PiS (Prawo i Sprawiedliwo$¢, Law and Justice) indeed
embarked on a large-scale redistribution of power, yet neither
endorsed seemingly irresponsible and unsustainable policies—
at least not until the outbreak of the COVID-19 pandemic (see
also Feldmann and Popa 2022; Ban, Scheiring, and Vasile
2023). That is, populist rule may indeed induce incumbents
to engage in an active management of the economy with
substantial distributive consequences, but it does not necessa-
rily result in the damaging of the budget constraint of the
general government (Benczes 2022).

Hungary and Poland showed remarkable similarities in
several respects (see, e.g., Sata and Karolewski 2020;
Baltowski, Kozarzewski, and Mickiewicz 2022; Olejnik 2020;
Szanyi 2016). Most importantly, managing the macroeconomy
by respecting all the fiscal regulations of the EU was high on
the agenda of both populist governments. Even more, they
both tried to push, at least partly, the burden of fiscal stabiliza-
tion onto foreigners. However, they reached similar policy
conclusions from rather different vantage points. While
Hungarian Fidesz was voted into power during the height of
the European debt crisis in 2010, the Polish PiS had to face no
similar difficulties. Furthermore, looking beyond fiscal and
monetary aggregates can reveal significant dissimilarities,
especially in welfare policies. Although both countries
embarked on widescale income redistribution in their respec-
tive economies, the targeted groups differed substantially.
Hungary adopted a largely selective redistribution policy,
which best served the middle class and relatively well-off
families. Polish populists, on the other hand, created a more
universal welfare regime wherein poor people (and poverty on
a more general account) were intended to benefit directly. But
redistribution came not only in the form of income redistribu-
tion; assets (wealth) were and continue to be captured by
populists through certain market interventions. While both
Hungary and Poland endorsed the creation of loyal domestic
(or home-grown) capitalists, the former provided favors for
foreigners who were active in the manufacturing industry as
well. Poland, on the other hand, adopted a more traditional
economic nationalist program by reducing foreign influence
and increasing the share of state-owned enterprises in the
economy.

This article offers new insights in several areas. First,
instead of developing a new (economic) conceptualization of
populism, the articles takes an ideational approach for granted
and detects possible economic consequences of (right-wing)
populist rule in Hungary and Poland. Second, unlike the
mostly economics-centered analysis that has suffered from
a strong bias by placing too much emphasis on unsustainable
policies and/or trade protectionism—due to lessons drawn
from prime examples of populism, both old and new, for
example, in Latin America (Dornbusch and Edwards 1990;
Edwards 2019) and the Trump administration and Brexit
(Dent 2020; Autor et al. 2020)—this article demonstrates that
populism does not necessarily culminate in macroeconomic
imbalances and trade protectionism (the latter is not even

possible in countries that are part of the single market of the
European Union).

Third, the cases of Poland and Hungary demonstrate that
populists can effectively combine neoliberal policies with less
conventional heterodox practices (see also Benczes 2024a;
Bartha, Boda, and Szikra 2020; Ban, Scheiring, and Vasile
2023), depending on what best serves populists’ interests.
Fourth, and in line with the political science and sociology
literature on CEE populism (such as Scheiring 2020; or
Toplisek 2020), the article shows that both Hungary and
Poland considerably reshaped their redistributive policies
and managed to dramatically redefine the regulatory frame-
work and property rights structures of their respective econo-
mies. Fifth, while similarities did exist, the two countries also
showed a large degree of dissimilarity in their applied strate-
gies and actual policy outcomes based on how the society was
divided into the favored (“us”) and the disliked (“them”).

Going forward, section 2 briefly elaborates on the ideational
definition of populism and its possible implications in the
economy. Section 3 turns to a comparative analysis of the
macroeconomic management of Hungary and Poland to
show the similarities of their adopted strategies and actual
policies. Section 4 looks at welfare policies and highlights the
major differences in the countries’ respective approaches to
income redistribution. Section 5 concentrates on market reg-
ulation and property rights. Section 6 examines the similarities
and main differences offered by the mini case studies. Section 7
concludes.

Ideational Approach to Populism and Its Economic
Implications

Populism as a thin-centered ideology portrays society as
divided into two opposing and, in fact, antagonistic groups:
the “pure” people, whom populists claim to represent, and the
corrupt elite, whom populists constantly attack. The ideational
approach also assumes that while populism is democratic, it is
an antiliberal version of democracy, as it denies both pluralism
and compromise (Mudde 2022). For populists, since “politics
should be an expression of the volonté générale (general will)
of the people” (Mudde 2004, 543), anything (i.e., institutions,
laws, procedures, or even professionals) that hinders the peo-
ple (or their representatives) in the pursuit of their goals
should be interpreted as an immoral compromise. Populists
claim to be the voice of the frustrated, alienated, and aban-
doned segment of society. “Populists claim that they, and they
alone, represent the people” (Miller 2016, 3).

Based on the way the two homogenous groups of “pure”
people and corrupt elite are defined, populism can be asso-
ciated with other main ideologies. Yet the capacity of populism
to attract and coexist with different ideological currents has
made it difficult to identify a unique economic doctrine of
populist rule that would clearly define how to organize and
govern an economy. Populism “remains silent about second
order principles, concerning what should be done, what poli-
cies should be followed, what decisions should be made”
(Inglehart and Norris 2019, 5). As populism travels across
ideologies, the substantive part of populist (economic) policies
is anything but rock solid (Bartha, Boda, and Szikra 2020). The



chameleonic character of populism (Taggart 2000) implies
a high degree of flexibility of populist policy measures. That
is, even income (or wealth) redistribution can take various
forms in different countries and over time under populist
rule. It is the context that matters in pursuing policies
(Hartwell 2021).

As for populists, majority decisions are by definition
exclusive; no room is left for dissenting voices or minorities’
interests (Havlik 2019). Once in power, populists promise to
pursue policies that reflect the will of the “pure” people, even
at the cost of the rest of the society (Mudde and Rovira
Kaltwasser 2018). Defining policies according to majoritarian
preferences can therefore hurt minority interests and can
easily imply a Pareto inferior allocation of resources
(Benczes and Szabé 2022). Populists do not respect the insti-
tutional constraints of policymaking; in fact, they tend to
delegitimize democratic institutions (Bonikowski 2016).
They strive to overtake or even to dissolve established (lib-
eral) institutions and they have an inclination to downplay or
even to eliminate veto players, including independent and
autonomous organizations and institutions (Eichengreen
2018). Their lack of patience for deliberation and hostility
toward technocratic expertise results in a shorter time hor-
izon and decision-making process and a high degree of
unpredictability (Rodrik 2018; Guiso et al. 2017). Having
a clear majoritarian bias and hostility toward minorities
induces populists to nurture an aptitude for policy innova-
tions and, often, embark on radical policy reforms (Bartha,
Boda, and Szikra 2020).

The main flaw of earlier economic approaches (such as
Acemoglu, Egorov, and Sonin 2013; Dornbusch and Edwards
1990) to populism was their exclusive focus on the fatal and
often catastrophic consequences of lax, expansionary and dis-
tortionary macroeconomic policies (Guriev and Papaioannou
2022). While previous research on Latin American samples
might have confirmed the thesis of populism as being “bad
economics” (see Ball, Freytag and Kautz 2019; Dovis, Golosov
and Shourideh 2016), the most recent waves of populism, such
as the ones in Hungary and Poland, do not necessarily replicate
these unfortunate experiences. The application of the idea-
tional definition helps to overcome this flaw, as it reorients
research toward the distributional consequences of populist
rule.

One of the major advantages of Mudde’s (2004) definition
is that it helps to explain why populists resent a competitive
market economy as the main allocational mechanism (Benczes
2022). Market competition, by definition, is a pluralistic
notion. Just like constitutional constraints, markets can effec-
tively limit populists” access to economic resources. If populists
find the outcomes provided by the competitive market
mechanism unsatisfying, they intervene in its functioning by
making an explicit reference to the general will of the people,
whose interest is supposed to be safeguarded against unfet-
tered market forces. Populist rhetoric has significantly deva-
lued the legitimacy of market allocation, as it is said to produce
unfair outcomes favoring the elite (Zingales 2012). Restricting
the effective functioning of market mechanisms, however, does
not imply a coherent policy response, as it would be the case
under socialism for instance. Populism, being a thin-centered
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ideology, can provide legitimacy to any kind of market-
constraining intervention, therebyaccommodating (and legit-
imizing) rent-seeking activity in the economy (Aligica and
Tarko 2014).

This article addresses three dimensions of economic policy-
making in Poland and Hungary. First, it demonstrates that
whereas large sample cross-country analyses typically revealed
a massive appetite of populist leaders for lax and unsustainable
macroeconomic policies worldwide (Fuest 2017; Funke,
Schularick, and Trebesch 2020), no such tendencies were
identified in these two CEE economies before the outbreak of
COVID-19. Second, the article shows that analyzing macro-
economic trends alone does not reveal the substantive part of
the economic policies of populists (i.e., what populists actually
do in power). The ideational definition of populism helps
redirect scholarly focus on the redistributive aspects of popu-
list governance. By concentrating on the welfare policy of
populists, the most straightforward segment of income redis-
tribution of any government, we show how the two populist
governments managed to redefine “who gets what” under their
rule. Third, redistribution is not merely about redefining taxa-
tion and spending policies. As both the Hungarian and the
Polish cases demonstrate, populists can have a strong drive to
actively intervene in the functioning of the market by reregu-
lating it and/or by redefining ownership structure in the
economy.”

Guaranteeing Macroeconomic Stability at Any Cost

Hungary and Poland had been the forerunners of market
reforms among post-communist economies for quite a long
time. At the time of the regime change, in 1989-1990, the two
countries had adopted different transformation strategies
(shock therapy by Poland and a gradual approach in
Hungary). Democratically elected governments pursued
a more-or-less neoliberal agenda with a strong emphasis on
deregulation, liberalization, and privatization (Appel and
Orenstein 2018). They successfully reoriented their countries
from being a centrally planned economy to a market economy,
ensuring full integration of their respective economies into the
world market. Subsequent to these changes, reform fatigue, the
relatively slow pace of recovery, and the negative impacts of
the global financial and economic crisis soon altered economic
and social conditions and, as a consequence, new incoming
populist forces stirred up the previous neoliberal agenda with
several unconventional policies.

Hungary

When the Hungarian Fidesz was voted into power in 2010, the
party faced a triple challenge. First, the country had been
heavily hit by the global financial and economic crisis in
2008—a situation that was further aggravated by the
European debt crisis of 2010. Second, although the troika of
the European Commission, the IMF, and the World Bank
rescued Hungary, they obliged the country to fulfil heavy
conditionalities in exchange for their financial support. Due
to the severe adjustment program, Hungarian GDP dropped
by 6.7% in 2009 and the living standard began to decline
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significantly (European Commission 2020). Third, and possi-
bly most importantly, the newly elected government had to
find a balance between the imperative of crisis management
and its election-time promise on avoiding austerity at any cost.

In consequence, prime minister Viktor Orban approached
the European Commission with a request for an increased
fiscal space that would allow a budget deficit jump up to 7%
to allow the new government to fulfil its electoral promises,
especially its tax reduction plans. Just one month after the first
official bail-out of Greece, however, Jose Manuel Barroso
demonstratively declined Orbdn’s request, claiming that in
the midst of the European debt crisis there was no room for
complacency in the union, and urged the country to speed up
fiscal reform (Csaba 2022). At the same time, the Commission
expressed its concerns about the high public debt ratio
(81.3%), the deteriorated net international investment position
(-112.5%), and the high rate of unemployment (11%)
(European Commission 2012).

Enjoying the political support of a large segment of the
society on the one hand and facing severe constraints on the
other hand, Orban and his cabinet came up with some uncon-
ventional fixes. Following the ultimatum Orbéan got from
Brussels in June 2010, in a rhetorical twist, the cabinet vehe-
mently started to blame the speculative capitalism of the West
and imposed extra taxes on certain sectors, including commer-
cial banks, retail, telecommunications, media, and energy. All
of these sectors were active in services and were owned mostly
by foreigners. The government called on these foreign service
providers to take their own part in financing crisis
management.

Additionally, the country’s mandatory private pension
scheme was practically abolished, channelling the assets of
private pension funds into the general budget (about 12% of
the GDP) in 2011 (Addm and Simonovits 2019). In turn,
Fidesz reduced not only the fiscal deficit but it also hid the
direct costs of adjustment successfully by implementing an
“invisible” austerity. The dissolution of the private pillar of
the pension system evidently hurt the interest of savers, yet no
real resistance emerged. One possible explanation might be
that the direct costs of confiscation were not felt by individuals,
as pension payments are, by definition, future entitlements.
Another explanation might be that the very same middle-class
people suffered heavily and directly from the painful conse-
quences of foreign-exchange-denominated mortgage lending
as a result of the free fall of the Hungarian currency. By 2011,
mortgage loans accounted for 15% of GDP, 70% of which was
denominated in foreign currencies. One-fifth of loans were
close to becoming nonperforming (KSH 2012). Mortgage pay-
ments jumped to intolerable highs, endangering the lives of
thousands of families. Fidesz invited these people to repay
their debts at an administrative, below market, rate. Most of
the cost of this bailout was shifted onto the banking sector,
which already showed a negative profit due to sectoral taxes
(return-on-equity in the banking sector stood at +22.5% in
2005; it was still positive at 1% in 2010 but a year later it
dropped to —10.5%; see L. Kovacs 2012; Varhegyi 2012).

In its crisis management program, by imposing parts of the
costs of austerity on foreign service providers (especially on
commercial banks), on the one hand, and sheltering people

from the highly negative consequences of the crisis, on the
other, Fidesz very knowingly divided the society into two
major groups: the “good” people who deserved to be saved
by the Orbén cabinet and the corrupt elite (foreigners and their
domestic allies, the previous socialist-liberal elite) who were
blamed for Hungary’s failed macroeconomic management and
all the financial burden that Hungarians had to carry. Fidesz
placed the costs of stabilization onto this failed elite, not caring
about the consequences.

In spite of the odds, including the double-dip recession of
the EU in 2010 and 2012, the cabinet managed to keep the
economy on track in the subsequent years, avoiding further
deterioration. Following an official threat from Brussels on
suspending the disbursement of EU funds in case of further
excessive deficit in March 2012, the fiscal deficit was reduced
to below the 3% threshold by the end of that year—a level no
Hungarian cabinet had been able to reach for more than
a decade. The price Hungary had to pay was large, as the
GDP dropped once again in 2012 and the pre-crisis GDP-
level was attained only three years later, in 2015. By eliminat-
ing the twin deficit of the general government and the current
account the country had faced before, Viktor Orban was,
nevertheless, able to shake off the wardship of both the IMF
and the European Commission. Hungary paid back its IMF
loans in 2012 and, eventually, it also left the excessive deficit
procedure in 2013. In the meantime, the debt-to-GDP ratio
had also declined: following the peak year of 2011 (80.8%), the
ratio slowly but steadily dropped to 66.3% by 2019. In main-
taining internal balance, the government successfully pro-
moted private savings as well (Czeczeli, Kutasi, and Szabd
2021; Kutasi and Szab6 2020). Fidesz, in fact, managed to
secure a second (in 2014) and a third (in 2018) win at general
elections without relying on electoral economics. External
constraints such as the fiscal rules of the Stability and
Growth Pact and especially the threat of suspending EU
funds did keep the country on a sustainable macroeconomic
track in the 2010s. In fact, Hungary even joined the Fiscal
Compact, an international treaty enforcing the signing parties
to adopt strict numerical fiscal rules enshrined in their
constitutions.

In sum, Orbdn’s national-neoliberal regime (Ban, Scheiring,
and Vasile 2023) successfully combined solid neoliberal poli-
cies with unorthodox financial nationalist policies with the aim
of stabilizing the macroeconomy and, at the same time, shak-
ing off the wardship of both the IMF and the European
Commission and appeasing international financial markets
(Johnson and Barnes 2015).

Poland

In many respects, the populist takeover in Hungary was not
a surprise at all as it had been triggered by corruption scandals
of the previous socialist-liberal governments and a deep eco-
nomic crisis accompanied by austerity. The situation in Poland
was different. While both the global and the European waves of
the financial and economic crisis caused severe losses in most
of the EU countries, especially at its periphery, Poland mana-
ged to survive almost intact. For this reason, it was labeled
a “green island,” the only EU country that did not suffer



economy-wide recession in 2008 and 2009 (Gomutka 2019;
Kozminski et al. 2020).

The solid performance of the economy during the most
pressing times of the global crisis secured Civic Platform’
(Platforma Obywatelska, PO) a safe win in the parliamentary
elections of 2011. Expansionary fiscal policy, which had been
put in place well before the onset of the crisis with the aim of
stabilizing domestic consumption, had its price: public deficit
highly exceeded the reference value of the EU, making Poland
subject to an excessive deficit procedure from June 2009
onwards (until 2015). To tame the fiscal deficit, the Civic
Platform - Polish People’s Party (PO-PSL) coalition embarked
on a very unpopular pension-system reform by taking over
half of the resources of the private pension system, approxi-
mately 8% of Polish GDP (Gomutka 2019). The reform was
poorly communicated and fuelled strong social discontent,
which eventually added to the liberals’ defeat in the next
elections. This was, however, only one in a series of socially
divisive reforms of the conservative liberal government. Other
controversial and chaotically introduced policy reforms in the
administration’s second term were the alteration of the school
age (the reform reduced the school entry age from 7 to 6 years)
and retirement age (shifting to 67; it had been 60 for women
and 65 for men). On both accounts, the Law and Justice party
promised to reverse those reforms once voted into power.

The political change in Poland came in 2015, when the
national populist PiS led a coalition of the United Right and
scored a double victory, winning both the parliamentary and
the presidential elections. The reasons behind PiS’s electoral
success were many; they mostly came down to political and
ideological motives. The state of the economy was not among
the prime preoccupations of the electorate (Maciejewski
2020; Markowski 2016). As a matter of fact, the Polish GDP
per capita had shown gradual and continuous growth since
2004, reaching a level of 69% of the EU average by the time
PiS was voted into office. In 2015, real GDP growth was one of
the highest in the EU (4.2%) too. Unemployment was mod-
erate, significantly below the EU average (7.7% in Poland
versus 10.2% in the EU). The overall macroeconomic outlook
was promising, especially considering that by 2015 all major
European trading partners of Poland were experiencing post-
crisis economic recovery.

From 2015 onward, under PiS, the Polish macroeco-
nomic situation showed positive signs. GDP growth was
strong, oscillating around an average of 4.4% between 2015
and 2019, with the lowest rate having been experienced in
2016 (3.1%) and the most robust rate in 2018 (5.4%),
securing a safe place for Poland among the five most
dynamically growing economies in the European Union.
PiS took a moderately expansionist position in its budget-
ary policy; yet both the fiscal deficit and public debt sub-
stantially declined, generating sufficient fiscal buffers (IMF
2021a). The budget deficit was as low as 0.7%, while the
debt-to-GDP ratio dropped to 45.6% by 2019. The unem-
ployment rate remained low, falling below 4.0% in 2018
and 2019. The general macroeconomic outlook was quite
convincing; nevertheless, warning signals were showing as
well. The relatively robust growth rate of the economy was
fuelled by an acceleration of domestic consumption.
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Inflation, in turn, had been on the rise since 2015, reaching
2.1% in 2019. The trend was powerful especially in the case
of food prices. On the other hand, private investments
remained one of the lowest in the EU (18.5% in Poland
versus 22.4% in the EU in 2019 according to Eurostat).
Similarly to Hungary, the Polish populists introduced
extra taxes on financial and retail corporations. First,
a bank levy was adopted in February 2016 and, later on,
a new retail sales tax was introduced (effective on
January 1, 2021). The introduction of the retail sales tax
was postponed several times due to the European
Commission’s inquiry. Just like in Hungary, the rationale
behind the adoption of sectoral taxes was mostly of a fiscal
nature, as the government wished to cover public spend-
ing, but while in Hungary these extra sources helped crisis
management, extra revenues in Poland were channelled
into robust social programs introduced under PiS, most
notably Family 500+ (Rodzina 500+). In the case of retail
taxes, however, protectionist concerns were also endorsed
by incumbents. Although the tax has been applied to all
retailers operating in Poland, the intention was clear: to
balance the scales and thereby allow smaller (i.e., Polish)
companies to be able to compete with the large foreign-
owned companies. The problem was, however, that small
domestic retailers typically worked as integrated elements
of larger networks. In turn, Polish retail units often ended
up being heavily taxed—definitely the case in electronics
and home and households appliances (ZPP, 2021).
Another parallel with the Hungarian case was provided by
PiS by addressing the group of credit owners (frankowicze)
who fell victim to the global financial and economic crisis
and who had been largely neglected by the previous
government(s). By 2015, the Swiss Franc had appreciated
by 100% against the Polish Zloty, pushing 700,000 people
to the brink. By transplanting the Hungarian experience into
the Polish economy, PiS and especially President Andrzej
Duda planned to offer a similar solution, targeting mostly
the middle-class liberal electorate. As a corollary, PiS mana-
ged to increase its attractiveness well beyond its traditional
constituencies. It was an important step for PiS, because
national populists typically enjoyed support mostly in the
less developed parts of the country. In fact, PiS consciously
capitalized on what the literature calls “within-country diver-
gence” that often accompanies the general convergence pro-
cess of a less developed country (European Commission
2009). Economic progress is normally attracted by the cen-
ters, especially large cities, leaving the periphery of the
country to catch up. In Poland, this phenomenon is mir-
rored by the well-known division between “Poland A” and
“Poland B.” The former refers to developed, industrialized
areas, located on the west side of the country, where people
usually vote for liberals. “Poland B,” on the other hand, is
less developed, in many parts depopulated as a consequence
of the outmigration that followed Poland’s EU accession. It
has been this segment of the country, located near the east-
ern border, that were drawn to the critical messages of PiS,
the party that presented itself as the representative of those
who had been oppressed by communism and, later on, were
sidelined by neoliberals (Orenstein and Bugari¢ 2022).
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Welfare Policies versus Workfare Economy

Comparative studies often emphasize the similarity of the
welfare policies the two countries adopted under populist
administrations. Bluhm and Varga (2020), for instance, iden-
tified a common socioeconomic programmatic core, wherein
welfare policies reflected a conservative understanding of
social redistribution that focused on the (traditionally defined)
family. They went as far as arguing that “conservatives thus
construct the developmental state with a redistributive welfare
state component” (Bluhm and Varga 2020, 653). However, it
was precisely the domain of social policies in which the two
countries eventually revealed their differences most unam-
biguously. While Poland enforced a universalistic welfare pro-
gram targeting poor and the marginalized populations,
Hungary moved toward a much less universal and more polar-
izing welfare regime.

Hungary

The Hungarian economy under Viktor Orban not only drifted
away from what one might call a European social model, but it
also radically reduced redistributive generosity resulting in
dramatic polarization of the society along with poverty, and
insecurity (Scharle and Szikra 2015). But the redesign (or,
more bluntly, the erosion) of the previous welfare regime was
more than reducing entitlements for some. Prime Minister
Orban and his cabinet launched a fierce ideological war against
neoliberalism and laissez faire capitalism and argued for
a deliberate shift toward an entirely new phase of capitalism
centered around labor and production. The previous domestic
political elite were described as the guardians of the old (neo-
liberal, western) world who ultimately pushed the country to
the brink at the time of the global financial crisis (Buzogany
and Varga 2023; Enyedi 2016b).

Orban and his comrades consciously branded themselves as
the party of both the disappointed laborers, who fell victim to
the process of economic transformation and felt betrayed by the
previous socialist-liberal government, and the national bour-
geoise, who had been subordinated to foreign capitalists during
the years of economic transformation (Scheiring 2020). Orban
successfully mobilized these losers against the liberal competi-
tive state of the pre-2010 era. The government launched
a workfare economy with the declared aim of securing jobs for
the unskilled and low-educated masses of tens of thousands (at
the time of the regime change about 1 million people had lost
their jobs and become redundant) and to serve the needs of
employers working mostly in labor-intensive industries.

From 2010 onwards, the Fidesz government built up
a regime wherein the goal was to move people (back) to work,
thereby, increasing employment and reducing the number of
those who relied exclusively on social entitlements. Orban
argued that Hungary along with other post-communist econo-
mies had never really had the chance (and resources) to insti-
tutionalize a well-functioning welfare state, therefore, “instead
of an uncompetitive western-style welfare state, [Fidesz’s] pro-
gramme [was] to build up a work-based economy.”6

With the launch of a workfare economy, Fidesz managed to
divide the society into two: the “good” people, who worked

hard, and the lazy “others,” who made a living by relying on
generous welfare subsidies. In consequence, the conditions of
early retirement were tightened, disability benefits were heav-
ily discounted, unemployment schemes were severely con-
strained and downsized, equal opportunities policies were
side-lined (Szikra 2014). Public work programs were organized
countrywide as an alternative to social benefits. In its
peak year, in 2016, a bit more than 250,000 people were
employed as public workers. In practice, the public work
program has been a technique to discipline lower class people
and to replace social entitlements with wages as “it was
regarded more just than the unconditional support of the
least well-off” (Enyedi 2016b, 15).

In their empirical work, using surveys and interviews,
Mares and Young (2019) went even further and argued that
work programs along with welfare measures functioned as
rather direct or even coercive means of manipulating electoral
behavior in rural, underdeveloped communities. By totally
redesigning social policy and labour programs, populist poli-
ticians and their local representatives managed to solidify an
unusually strong form of clientelism in the country. Reducing
social entitlements, therefore, meant a dramatic change in the
Hungarian social model, being part of a much larger social
reform wherein the aim was to entirely break away from the
past, including the old elite (Scharle and Szikra 2015).

Whereas lower-class people had to face firm control and
severity, middle-class wage earners enjoyed relative gener-
osity. At the center of Fidesz’s welfare reforms was the set-
up of a totally new personal income tax system that
rewarded people who earned a living from work and were
ready to raise children (possibly three or more). A flat tax
regime was adopted for personal income taxation, reducing
the rate to a record low 15%, and has been complemented
by a progressive tax relief scheme for families with children
to incentivize childbirth.

Incumbents tellingly favored middle-class families, whose real
disposable income increased substantially during the 2010s. In
its early phase, the highest two deciles gained the most with the
alteration of the system: their net income increased by 74%.
Two-thirds of families with three children or more also managed
to benefit from the new system. However, the lowest six deciles
did not experience recovery in their living standard (G. Téth and
Virovéacz 2013). Later on, the government tried to provide extra
motivation for families to have more children and guaranteed
full tax relief for mothers with four children. Extra mortgage
subsidies were provided for families (also targeting people living
in small villages) and a new loan scheme was adopted for those
with new-born babies. Even family car purchases were heavily
subsidized by the government.

As a result of a full-fledged redesign of the welfare system,
nominal wages did indeed almost double between 2010 and
2020 in Hungary; nevertheless, pension payments saw only
a modest increase of 33%, and social payments remained
basically unchanged, leaving one-fifth of the Hungarian
population to live below the subsistence-wage level after
a decade of populist rule (GKI 2021). The paradigmatic
change that was enforced under the rule of Fidesz polarized
the society not only in terms of income but also in terms of
perceptions and attitudes. Hungarians started to blame the



unemployed for their (own) unfortunate situation and, as
such, respondents did not wish the state to support these
people either. Furthermore, Hungarians were highly dissatis-
fied with the level of pension payments, yet, unlike with
western Europeans, taking care of elderly people was no
longer considered a responsibility of the state but of indivi-
duals (Herke and Medgyesi 2020).

Poland

When PiS took office in Poland in 2015, it did not have to face
challenges similar to those facing Fidesz in 2010. In a rather
favorable economic environment, the newly elected Polish gov-
ernment was able to pursue socioeconomic goals other than
macroeconomic stabilization and crisis management. PiS’s eco-
nomic program prioritized two main concerns: the economic
inequalities within Polish society that had arisen during the
years of transformation and the foreign ownership of capital in
strategically important sectors of the Polish economy (discussed
in the next section).

In fact, possibly the best explanation for the scope of poli-
tical success of the populists in Poland was the ability of PiS to
identify and adequately address the growing social and eco-
nomic expectations of Poles (Gdula 2017). After more than
two decades of living in an atmosphere of making up for
economic and social backwardness, many felt that the trans-
formation was finally underway and people were waiting for
living conditions to improve. The robust socioeconomic pro-
gram of PiS was built on these changed attitudes and expecta-
tions. In consequence, two major reforms were launched—one
focusing on the spending side of the general budget and the
other focusing on the revenue side. On the spending side it was
the “Rodzina 500+” (Family 500+) program and the benefits
for the elderly in the form of a 13th- and 14th-month pension
that triggered fundamental changes in the Polish welfare sys-
tem. Regarding taxation, it was mostly the Polish Deal of 2022
that was intended to be a major breakthrough.

Rodzina 500+, the flagship project of PiS, was launched in
April 2016. It offered financial support for families with children
by providing a monthly payment of 500 PLN for each child.
Initially, the money was provided mainly for a second child and
subsequent children. The poorest families received support for
their first child as well. Since July 2019, the monthly bonus has
been extended to every child regardless of family income.
According to the Ministry of Family and Social Policy (2021),
within the first five years, the program costed 141 billion PLN in
total, covering approximately 6.6 million children. The relatively
high cost of the program was supposed to be justified by its long-
term strategic goals, mainly (1) boosting birth rates, (2) reducing
child poverty, and (3) investing in families The third goal was
clearly an ideological one which corresponded to the campaign
motto of PiS—“restoring the dignity of Polish families.”
According to PiS, families had been deprived of their dignity
since the beginning of the transition process and, especially,
during the eight-year administration of the elitist, liberal govern-
ment prior to the election of PiS to office.

From its inception, the program met with a positive recep-
tion and quickly became a permanent element of family
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budget. According to the Polish Public Opinion Research
Center, CBOS, by 2021, the scope of public support to
Family 500+ was as high as 73%. This highly positive attitude
toward the program came mostly from the right-wing electo-
rate, especially the United Right (i.e., mostly Law and Justice)
voters (98%). The new monthly allowance was welcomed
especially by people with the following characteristics: low-
or middle-income per capita, primary and basic vocational
education, middle-aged and older, and residing in rural areas
and small towns (CBOS 2021). It is unsurprising, considering
that more than half of the recipients reported using the addi-
tional 500+ toward covering the basic needs of their families
(BIG 2021). This share was greater among the populace living
in small towns (up to 20,000) and villages, for whom any
additional allowance proved to be indispensable.

Other goals, however, have not been yet fully realized.
Birth rates, for instance, have hardly increased. From the
starting rate of 1.45, it crawled up only to 1.48 and 1.46 in
2017 and 2018, respectively (World Bank, fertility rate). Child
poverty was reduced somewhat in the early phase of the
program, but the positive effect partially faded away later.”
Rodzina 500+ set off an acceleration of inflation, especially of
food prices and housing, which amplified extreme poverty.

While inflation has become a visible unintended conse-
quence of Rodzina 500+, it was not the only negative side effect
of the project. The program significantly intensified economic
inactivity among women, especially mothers with multiple chil-
dren and low-paying jobs (Maciejewski 2020). Labor inactivity
was, however, not a prime concern of the populist government.
PiS had already proven that point when it repealed the pension
reform of the PO-PSL government in 2016 and eliminated the
previous lowering of the schooling age.

Along with the flagship Family 500+, PiS initiated other
welfare program that aimed to benefit families. Those included
the so-called Good Start (pol. Dobry Start)—the PLN 300 allow-
ance per year for each child of school age at the beginning of the
school year—and, less successful so far, Home Plus (pol.
Mieszkanie Plus), launched in 2016, involving the construction
of affordable apartments to rent with access to ownership to all
those (but especially young families) who could not afford to
buy their own apartment due to poor credit. Families with
children were just one, yet very significant, beneficiary of PiS
welfare programs.

The other main target group has been the elderly, to whom
populist incumbents offered additional payments in the form of
13th and 14th pension payments. Pensioners also benefited from
a program that provided free medicines for people aged 75 and
above. Both families with children and pensioners were portrayed
in the narrative of populists as groups who had been neglected
and marginalized. PiS labeled these segments of the Polish society
as the “normal” people and made it clear that only the ruling
government noticed and, in fact, appreciated their existence.

Turning to the revenue side of the general government, the
reform of the personal-income-tax system occurred in several
steps in Poland. PiS first initiated a less robust reform by
lowering the lower-income-tax bracket to 17% (from 18%).
Employees under age 26 were exempted from paying personal
income tax in 2019—an initiative Fidesz found worth import-
ing, too, two years later. Under the so-called Polish Deal of
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2022, the government drastically cut down the lower PIT rate
to 12% and revolutionized the rules for health insurance con-
tributions, which for many entrepreneurs and self-employed
workers meant an actual increase in their tax burden.

Nationalization, Reprivatization and Market
Regulation

Countries of Central and Eastern Europe willingly opened up
their markets after the regime change in 1989/1990, strongly
welcoming FDI as the main driver of restructuring, moderni-
zation, and economic growth. In the first decade of the change,
the main destinations of foreign investment were Poland,
Hungary, and Czechia.® Both Hungary and Poland lived up
to their chances in the years of transformation and soon were
celebrated as the frontrunners of market reforms in the post-
communist bloc by most closely approximating the economic
and institutional structures of the advanced countries (EBRD
2005; Fabry 2020). EU membership further accelerated FDI
inflows, consolidating a unique, highly liberalized and trans-
nationalized growth model, where capital accumulation was
guaranteed by foreign multinationals, a process strongly
endorsed by the EU itself through its conditionalities, financial
assistance, and institution building (Vukov 2020). Success in
terms of employment, output, or economic growth depended
largely on the decisions of these foreign corporations, for
which both Hungary and Poland earned the dubious title of
“dependent market economies” (N6lke and Vliegenthart
2009).°

By 2019, cumulative FDI inflow had reached 40% in Poland
and over 60% in Hungary of their respective GDPs (UNCTAD
2020). The countries’ extreme reliance on FDI not only sup-
ported the convergence process in these economies but it,
evidently, helped them to become essential parts of global
value chains (Szent-Ivanyi 2017), which included BMW,
Bosch, Fiat, Mercedes Benz, Siemens, and Volkswagen. In
consequence, the two countries have become extremely open:
Hungary’s export-to-GDP ratio had already exceeded 50% by
1998, and it peaked at a record high rate of 87.5% in 2015.
Although Poland has a sizeable domestic market (and 3.6
times higher total GDP than Hungary), its export sector is
still robust in size, being at 55.5% of GDP in 2019.

Hungary

The Hungarian development path, however, was also some-
what different from the Polish case in an important aspect. At
the time of the regime change, Hungary had been one of the
most indebted economies in the region; its development was
highly dependent on external financing, which made privati-
zation of Hungarian assets through direct sales to foreigners an
appealing strategy at that time. No surprise that the unusually
high degree of openness of the country, the strong reliance on
foreign capital, the deep integration of domestic companies
into global and European value chains along with the unac-
countable strategy of “indebted development” of the 2000s
under the socialist-liberal coalitions pushed Hungary to the
brink at the onset of the 2008 global crisis; this made Hungary
the very first victim of the crisis in the EU (Greskovits 2015).

The motivation might have been different, but a major con-
cern for populists in both countries was the relatively high share
of foreign capital in certain strategic sectors of their respective
economies. The officially declared goal of Fidesz and PiS was to
reduce the degree of dependence on foreign capital in these key
sectors and reclaim national sovereignty over domestic policy-
making (Gyorgy and Veress 2016). In Poland, the process was
called Repolonzation; in Hungary the phenomenon was offi-
cially acknowledged and endorsed under the label “system of
national cooperation” (Batory 2016).

In Hungary, where Fidesz highly endorsed the idea of
a workfare economy, relatively low wages were combined with
a skilled labor force, thereby, serving the interests of both
foreign multinationals and domestic capitalists (Scheiring
2020). On the one hand, the Orban cabinet was highly critical
with foreign capital in the nontradable sector as these compa-
nies were considered parasites that only intended to buy up the
domestic market without bringing in new technology, know-
how, or jobs. On the other hand, the government actively
supported foreign investors in the manufacturing sector, espe-
cially in the automotive industry (Gerécs and Pinkasz 2019).
The government built an intimate relationship with such cor-
porations, providing strong political support both in terms of
financial means (e.g., tax reliefs, subsidies) and so-called strate-
gic partnerships, offering an alliance with multinationals.
Furthermore, the Labour Code was amended in 2011 in favor
of these export-oriented companies. The new code has trans-
formed the Hungarian labor market into a (much) more flexible
one, subordinating employees’ right to employers’ interests.
Individuals along with trade unions lost their bargaining
power, work conditions started to deteriorate, and working
hours were extended while neither wages nor benefits increased
(Laki, Nacsa, and Neumann 2013).

Embedded neoliberal capitalism (Bohle and Greskovits
2012), therefore, did not disappear with the arrival of popu-
lists—just the opposite. Orban and his government built up
a regime wherein “good” FDI was welcomed but was comple-
mented by a loyal national bourgeoise in the nontradable
sector, where the presence of foreigners was no longer toler-
ated (Sass 2017). These newly born national champions
became the winners of public procurements financed by EU
funds feeding corruption on a broad scale (I. T6th and Hajdu
2020). Fidesz was also keen on reshaping the ownership struc-
ture in the private sector. Generally speaking, the state plays
a relatively active role in infrastructure and public services in
most countries worldwide. At the height of the global financial
crisis, states actively intervened in the financial sector by tak-
ing over failed banks. The crisis witnessed the nationalization
of energy companies and even manufacturing companies in
both Europe and the United States. That is, nationalization of
private properties was not that rare at the global level that time.
However, the state typically stepped in with only a temporary
mandate. Hungary’s experience following the populist take-
over in 2010 was rather different from worldwide trends, both
in terms of magnitude and, especially, purpose (Kiraly 2016).
Accelerated state activity did not simply serve the goal of crisis
management as did taking over failing or bankrupted entities;
rather, nationalization first and subsequent reprivatization has
become an integral part of the unorthodox policy package of



incumbents (Voszka 2018).'" The state emerged as a fully
autonomous, omnipotent actor and, in turn, “the state’s inter-
ests have become increasingly undistinguishable from the pri-
vate interests of the governing elite” (Sallai and Schnyder 2019,
22). This trend was further strengthened by the emergence of
financial nationalism, a unique, grand strategy of redefining
the domestic rules of capitalism that returned control over the
economy to loyal national players and that strengthened the
financial means of political survival of the incumbents (Sebék
and Simons 2021).

Rent-seeking, patronage, and cronyism have become sys-
tem-specific features in Hungary (Mihalyi and Szelényi 2019),
where the border lines between the state and the market
became unclear or nonexistent (Kornai 2015). As Prime
Minister Orban argued in a speech addressed to his loyal
business elite: “You need a strong government, we need
a strong business elite, and Hungary needs both of us.”"!

Poland

Right from its establishment, back in 2001, the Polish PiS
vocally opposed the practice of privatization of the 1990s,
calling it a “thief privatization,” which resulted not only in
the “sale of family silverware” to foreigners but also in the
deepening of income inequalities.'” With the declared aim of
curing inequalities that had evolved during the neoliberal
phase of transformation, PiS proposed a radical program of
modern protectionism, also known as Repolonization. The
term Repolonization refers to all those practices by which the
governing populists tried to take back control over the assets of
certain (typically privately foreign owned) companies in
selected sectors in the economy.

The most evident and very first target of Repolonization
was the banking sector, which had been intensively privatized
to foreigners in the1990s (cf. Epstein 2017; Naczyk 2022; Pyka
and Nocon 2018). The issue of foreign ownership of banks was
publicized during the global financial and economic crisis
when the share of foreign capital in Polish banks exceeded
70% of total assets. Such a high degree of exposure raised
concerns that in the face of growing financial difficulties,
potential transfers from “daughter” banks to the “parent”
institutions might have caused a drop in the credit supply
thereby paralyzing Polish entrepreneurs. When a number of
western European banks left the Polish market during the
crisis and new mergers and acquisitions occurred, PiS deliber-
ately sparked a debate on the negative consequences of the
excessive dependence of Polish banks on foreign capital. The
decision that commenced the process of Repolonization of the
banking sector was the purchase of Alior Bank in 2016; this
was followed by the merger of BPH with the already repolo-
nized Alior Bank. One year later, Pekao was nationalized by
two Polish entities, the state-controlled PZU and the state-
owned Polish Development Fund, PFR. By the end of 2017,
the ownership structure of the banking sector was significantly
modified, and for the first time since 1999, the share of assets
owned by domestic investors exceeded that of the share of
foreign investors (PFSA 2018). By 2020, the state treasury
became the main shareholder in the sector (owning
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approximately 40% of assets), while domestic private stake-
holders controlled an additional 14% (PESA 2020)."?

Besides the banking sector, PiS initiated the Repolonization
of other strategic sectors as well, such as energy and transpor-
tation. In 2017, state-owned power companies PGE (Polska
Grupa Energetyczna) and Enea purchased a number of heat
and power plants from the French EdF and Engie. In the
same year, railway and mountain lifts operator PKL (Polskie
Koleje Linowe) was purchased by the state-owned Polish
Development Fund from Mid Europa Partners.

The Polish PiS also endorsed the strategy of creating
national champions that were hoped to be strong enough to
compete in international markets. Normally, national cham-
pions can be both private and public entities. In Poland, the
most influential champions came as state-owned and/or state-
controlled companies. The most prominent cases were KGHM
Polska Miedz SA (minerals) and PGNiG'* (gas industry)—the
state treasury owning 31.79% and 71.88% of their shares,
respectively—and, most prominent of all, PKN Orlen, the
largest company in CEE operating in the fuels and energy
markets. The state treasury owned only 27.52% of PKN
Orlen shares; nevertheless, the company was guaranteed spe-
cial rights concerning the appointment of members to super-
visory and management boards. Many members of both
boards, including the company’s CEO, have been de facto
political nominees. The strategy of national champions, how-
ever, went well beyond the intention of creating powerful and
internationally competitive regional players. Orlen, for
instance, not only forged acquisitions (e.g., Polish Energa,
Czech Unipetrol) and mergers (with Lotos and PGNiG) in
the energy sector but it also extended its activity to other fields
as well by the acquisition of Polska Press (in 2021), thereby,
supporting the Repolonization of the media sector (an act that
was communicated by PiS as a step toward media deconcen-
tration). The case of Orlen is perhaps one of the most telling
illustrations of fast-growing interdependencies under the PiS
administration between political, economic, and social
institutions.

Discussion: Hungary and Poland Compared

The three mini case studies above directed scholarly attention
to the three main dimensions of economic policymaking in
Hungary and Poland: (1) macroeconomic management, (2)
welfare and social policies, and (3) market regulation. Based
on our analyses, first, it can be argued that although populists
took power at different stages of their respective business
cycles, the two governments initiated rather similar macroeco-
nomic policies. While Hungarian Fidesz assumed power at the
height of the European debt crisis and, thus, inherited a weak
and deteriorating macroeconomy and a population full of
social distrust and discontent, no such negative tendencies
were detected in Poland. In fact, the Polish case evidently
defied the notion that populists seize power as a response to
economic crises (see Funke, Schularick, and Trebesch 2016;
Lindgren and Vernby 2016). Until the eruption of the COVID-
19 pandemic, both Hungary and Poland managed to navigate
their macroeconomies efficiently, without indulging in fiscal
profligacy or monetary laxity.
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Yet, a more nuanced analysis can reveal the importance and
robustness of a set of unconventional measures in attaining
solid macroeconomic performance, such as taxing foreign
service providers, especially banks—an act that was considered
to be highly abusive and discriminatory (Varju and Papp 2022)
—or nationalizing the assets of the private pension systems.
Respecting the budget constraints of the general government
did not prevent populists from engaging in activities that led
the IMF and the European Commission to heavily criticize
both governments for being biased in their applied policies
(e.g., IMF 2021b). By relying on the ideational approach, the
comparative analysis showed that the two governments
demonstratively divided agents into two: those who were
forced to pay the bill of crisis management (in Hungary) and
to maintain economic and financial stability (in both coun-
tries) and those who were protected from the negative con-
sequences of macromanagement (e.g., increased taxes).

Second, by scrutinizing welfare and social policies, we have
demonstrated that both countries embarked on large-scale
income redistribution and managed to substantially redefine
the composition of targeted groups. By and large, both govern-
ments deliberatively and actively promoted alterations to the
incentive systems of their respective welfare regimes with the
declared aim of rewarding the “pure” people and punishing the
“rest.” On the other hand, the two governments identified the
groups of “us” versus “them” differently, and in turn, the two
countries adopted dissimilar policy measures. In Poland, PiS
relied on social benefits mostly as a general means to increase
households’ disposable income, independent of their economic
and social status. More concretely, the “Rodzina 500+” program
did not rely on any other condition than parents being ready to
have (more) children. The Polish case was in stark contrast to the
Hungarian workfare economy model, wherein adults could capi-
talize on the size of their families only if they had a decent job
with relatively high (and taxable) salaries. By relying on severe
conditionalities in social and income policies, the Orban govern-
ment did not simply generate an antielitist platform but created
cleavages within much larger segments of the society, by splitting
them into those who deserved the financial support of the state
(the middle class and the well-off people) and those who did not
(people without jobs). Thereby, the government aimed to reduce
what Hungarian officials referred to as “dependence culture”
(Enyedi 2016b); and as a corollary, polarization was substantially
strengthened in the country, which discriminated mostly against
the less-educated and unskilled segments of the population
(Szikra 2014). In consequence, Hungary’s explicit endorsement
of a workfare economy served the government’s double aim of
social and economic restructuring rather well.

In the last COVID-19-free year, in 2019, total general
government expenditure was at 45.7% in Hungary and at
41.8% in Poland (as a ratio of the respective GDPs).
Although Polish public spending was well below the
Hungarian level, PiS nevertheless dedicated a significantly
larger share of public expenditure to social protection. In
Poland, 16.9% of the GDP was spent on social policies, in
contrast to Hungary’s 12.7%. One of the main differences in
social protection stemmed from the gap in pension pay-
ments—Poland spending 10.9% of its GDP on its pen-
sioners compared with Hungary’s 7.3%. Thanks to Family

500+, the Polish family and child benefits became one of
the most generous such programs in the European Union,
placing the country with its 30% (of the GDP) in the
company of the Nordic welfare states. Hungary, on the
other hand, spent only 1.9% of its GDP on the same pur-
pose. The amount that the Hungarian cabinet managed to
save on social protection was spent on recreation, culture,
and religion (3.0% in Hungary versus 1.6% in Poland and
1.2% in the EU) and on economic affairs (8.2% versus 4.2%
and 4.4%, respectively).'> That is, income redistribution
became a widely used tool in both economies, with the
Polish case showing a (more) inclusive character and
Fidesz propagating a rather exclusive and selective welfare
regime.

Third, market-constraining state interventionism came into
fashion in both economies (Toplisek 2020), although actual
policy actions and outcomes did show remarkable dissimila-
rities. With regard to market regulation and ownership struc-
ture, in rhetoric, both countries endorsed economic patriotism
(Naczyk 2014). In reality, however, the two governments did
not simply build up a system of economic nationalism (Bluhm
and Varga 2020) but developed a system of patronage, wherein
competition was put aside in favor of loyal business (and
political) actors (Szanyi 2022). In Poland, the process was
called Repolonization, underlining the national and anti-
foreign characteristic of the program (Klepczarek and
Wieczorek 2023); whereas, Hungary endorsed the “system of
national cooperation” (Batory 2016). In both countries popu-
lists targeted strategic sectors in their economies, such as the
banking sector, the energy sector, and public utilities (IMF
2021b; Voszka 2018).

Furthermore, while foreign capitalists have been severely
constrained by the Polish and the Hungarian governments, the
presence of foreign multinationals remained rather massive in
the export-oriented segments of these economies. In fact,
export-oriented companies can safely rely on the financial
and political support of authorities, acknowledging that their
engines of growth have been solidly based on FDI (Sass 2017,
2021). The antiforeign rhetoric, along with antimarket senti-
ments, did not hurt those foreign corporations that have
always been eminent sources of wealth and economic devel-
opment in Poland and Hungary. While western politicians
might have taken a critical tone against Fidesz or PiS, they
proved to be much less strict with their own multinationals
when it came to doing business with these regimes. As Bohle
and Regan (2021) demonstrated in the case of Hungary, infor-
mal business-government relations remained basically
untouched, which reinforced the FDI-based growth regime.

Yet, nationalization of foreign-owned private property
became a persistent phenomenon in Hungary and especially in
Poland, which went well beyond what other advanced econo-
mies saw during times of crisis. Nationalization was implemen-
ted with the ultimate goal of creating and/or strengthening
state-owned or state-controlled enterprises in Poland; whereas,
for Fidesz nationalization was only an intermediate stage in the
allocation of assets to loyal domestic private actors.
Furthermore, while Poland was eagerly looking to create
national champions who could effectively compete on global
markets, Hungary’s Fidesz never had any such intention.



Conclusion

This article analyzed the economic consequences of populist
takeovers in Hungary and Poland, two post-communist coun-
tries in the EU wherein populists not only enjoyed a majority
in their national legislature but also managed to secure their
respective reelections (three times in Hungary and one more
time in Poland). Based on the ideational approach and its
implications in the economy, three dimensions of economic
policymaking have been scrutinized here, focusing on how
Hungarian and Polish populists in power (1) managed their
macroeconomies, (2) changed their respective welfare regimes,
and (3) altered market regulation and ownership structure in
their respective economies.

Generally speaking, the Hungarian and Polish incum-
bents showed a large degree of similarity with respect to
the adopted economic policies. Fidesz took the lead role in
2010, while the Polish PiS, in several respects, followed the
path laid down by its ally in the direction, pace, scope, and
depth of populist measures. Fidesz and PiS used a highly
similar policy-mix of cultural nationalism fed by anti-
immigrant sentiments, heteronormative familiarism, and
sovereignism, combined with political antiliberalism and
nationally focused economy policy (Sata and Karolewski
2020; Toplisek 2020; Vadhanavisala 2020).

While the chosen illiberal path was the same, there were
nonetheless important differences with regard to the selected
economic policies and especially whom these policies favored.
Both governments attacked foreign owners in the service sec-
tor and adopted several measures to force these companies to
either contribute more to the cost of financing the domestic
economy or simply give up on their possession and transfer
assets to domestic actors. While Poland supported the natio-
nalization of foreign private property to strengthen its state-
owned national champions, Hungary used nationalized prop-
erty only as a means to reward loyal domestic private actors.
Regarding domestic cleavages, the Polish PiS was more reluc-
tant to polarize society through its income policy, while
Hungary overtly engaged in a workfare economy wherein
people making a living on social entitlements were deemed
to be highly inferior. The Hungarian case therefore has been
more illustrative of a highly exclusive regime; whereas, Poland
endorsed a more-or-less inclusive welfare program.

By and large, the Polish and the Hungarian cases
underlined two major points. On the one hand, even
without violating the budget constraint of the general
government, populists can (and do in fact) divide their
populace into two antagonistic groups (which however
may change from time to time) and embark on large-
scale redistribution programs accordingly by redefining
who gets what under the populists’ rule. Second, populists
can dramatically redesign the regulatory framework and
property rights structure in favor of home-grown capital-
ists without, however, deterring foreign investors from
actively investing in these highly open economies. These
findings are very much in harmony with the claim of the
ideational approach that populism is after all a political
and not an economic phenomenon.
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Notes

1. Democratic backsliding has not been an exclusively CEE phenom-
enon; on a global level, see for instance Levitsky and Ziblatt (2018)
or Haggard and Kaufmann (2021).

2. Hungarian Fidesz came into power in 2010 and was re-elected in
2014, 2018, and 2022. Polish PiS was voted into office first in 2015
and then again in 2019.

3. Dornbusch and Edwards (1990) developed their classical con-
cept (or paradigm) of “macroeconomic populism” as
a response to the stagnation and/or fall of Latin American
economies in the 1970s and 1980s. Economic populism has
been reconceptualized in several forms; see for instance
Acemoglu, Egorov, and Sonin (2013); Csaba (2008); Franko
and Witko (2017); Gnan and Masciandaro (2020); Kutasi
(2018); and Moore and Laffer (2018).

4. For more detailed and in-depth country studies on Hungary and
Poland, see Benczes (2024b) and Orzechowska-Waclawska (2024),
respectively.

5. Civic Platform formed a collation government with the Polish
People’s Party (Polske Stronnictwo Ludowe, PSL) under the lea-
dership of Donald Tusk.

6. Orban: nem joléti allam épiil (Orban: a non-welfare state is
being under construction). Napihu, October 18, 2012. https://
www.napi.hu/magyar-gazdasag/orban-nem-joleti-allam-epul.
534599.html

7. The poverty rate of children under 18 went from 9% in 2015 to
4.7% in 2017; poverty rate was higher again in 2018 (6.0%) and in
2020 (5.9%). Data based on GUS statistics.

8. On the fourth Visegrad country, Slovakia, see Kollai (2020, 2021).

9. Medve-Bélint and Séepanovi¢ (2020) added however that by
adopting a transnational industrial policy, a combination of
competition and cohesion policies, the EU managed to create
extra space for national governments in articulating an inclu-
sive form of industrial policy favoring SMEs. Their case on the
Polish automotive industry seemed to underpin their
argument.

10. In Hungary, the share of state-owned property increased by 250%
in just half a decade, reaching 8.8% of the GDP, covering mostly
but not exclusively the banking sector, the energy sector, and
public utilities (Voszka 2018).

11. http://2010-2015.miniszterelnok.hu/beszed/hogyan_tovabb_
magyarorszag_

12. Interview with Prime Minister Mateusz Morawiecki: “Plan juz
dziata. Mam dowody,” wSieci, March 6, 2017.

13. Similar tendencies emerged in Hungary. Domestic ownership in
the banking sector declined from above 70% to below 50% in
less than a decade (Voszka 2018). Nevertheless, the restructuring
benefited the new domestic private capitalists as owners and not
the state itself.

14. A merger between PGNiG and Orlen came into effect at the end of
2022.

15. All data was taken from Eurostat, COFOG data set.
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