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The emerging East Central European welfare systems of the 1990s have generated a variety of interpretations about the nature of the new regimes. A major line of discourse has stressed the significance of path-dependency, that is, the communist legacy, in the formation of the new welfare arrangements.
 Other observers described the welfare transition in the region consistent with G. Esping-Andersen’s well-known three-regime typology.
 Although the emergence of “conservative” and/or “social democratic” regimes has also been anticipated,
 a considerable majority of experts, including Esping-Andersen, portrayed the welfare transformation in East Central Europe as the adoption of residual, “liberal-capitalist” regimes.
 Highlighting the institutional inertia of post-communist welfare and assuming a direction of transformation towards a liberal welfare regime are by no means mutually exclusive. Mainstream neoclassical economists and major international agencies (IMF, World Bank) conceptualized the communist legacy as an impediment to the desirable liberal transformation, while many welfare experts with social democratic leanings and other protagonists of extensive social services usually put emphasis on the high social costs of the transition. Independently of their intention and rhetoric, these commentators created a master-narrative on post-communist East Central European welfare transformation, namely, as a sometimes hesitant or gradual but clear movement towards a “liberal” or “residual” welfare state/regime during which variations mostly result from the different level of advancement of the countries in that process.

However, East Central European welfare systems of the 1990s has been described alternatively as “faceless”, as mixtures of different elements of Western European social democratic, conservative and liberal welfare regimes,
 and the dominance and irreversibility of liberal welfare policies has been questioned as well.
 Since that line of argumentation was based on relatively little empirical material and has not caught up with other interpretations, this paper intends to present further evidence for its validity by considering the antecedents and causes of the “mixed” features of East Central European welfare. We will argue that the determinants of East Central European welfare in the 20th century have differed considerably from the factors of Western European welfare state formation. The factors causing dissimilarities greatly contributed to the present “mixed“ characteristics of the region’s welfare sectors, and also to the instability of the post-communist welfare arrangements there – and these latter features do not simply result from an assumed transition from the communist to the liberal welfare system. 
In the paper, the following main questions will be addressed:

– What were the major determinants of East Central European welfare development compared to Western Europe in the post-Second World War era? 

– How did these factors influence the welfare development in the East Central European countries? What were the distinctive features of these communist welfare regimes compared to their Western European counterparts?

– Regarding the 1990s, the issue can also be raised to what extent and in what areas the welfare systems of the East Central European transition countries were affected by the communist legacy constituting conditions for the new welfare systems different from that of Western European welfare states?   

Investigating the foundations of post-war East Central European welfare might gain considerably from the adoption of a Western European comparative perspective. As indicated above, the emerging welfare systems of post-communist East Central Europe are predominantly described in the relevant research as close relatives of Western European liberal or other welfare regimes. The comparison allows us to test if and in what way the determinants of Western European welfare state formation are relevant to the case of East Central Europe as well. Exploring the similarities and dissimilarities of East Central European and Western European welfare trajectories might also contribute to the improvement of typologies and theories on welfare states that have too narrowly focused on Western countries so far.

The approach presented here undeniably has some shortcomings. In trying to find answers to the above questions, the focus is on the experience of Hungary, while we deal with other two East Central European countries (Czechoslovakia, its successor states and Poland) to a more limited extent. In addition, although the development of Western Europe has not been fully unified, we can hardly take into consideration the internal diversity of Western Europe. The comparison we are embarking on will be an asymmetrical one with all its methodological consequences: first of all, the welfare development of the societies that make up Western Europe will not be analyzed with such a depth as the Hungarian and East Central European trends.
 These limitations can significantly reduce the validity of results. Despite the constraints, we find that the countries and social policy areas examined are good precursors of major tendencies of East Central European and Western European welfare development. Thus the approach might at least serve as a starting point for further, more comprehensive and detailed studies.


In the following, we first briefly review the main interpretations explaining the formation and growth of Western European welfare states. The next part provides a comparative analysis of the determinants of East Central European welfare in the decades prior to 1990, and a discussion of the major characteristics of the communist welfare system. Another separate section will be devoted to recent changes, and in the final part of the paper, we summarize the results along with putting forward some conclusions.

Causes and contours: Approaches to welfare development in Western Europe

Comparative welfare state research has produced a series of competing –but not necessarily mutually exclusive– interpretations of the emergence and development of welfare states in Western Europe. It is not possible to give a detailed discussion of the literature here; we may but briefly survey the most important trends and most characteristic arguments in welfare research.
 Corresponding to the original objective, our primary concern is to consider the major determinants of Western European welfare development so that they can serve as points of reference for the analysis of respective factors in East Central Europe.

There is a major and long-standing tradition in welfare state research, often referred to as a functionalist one, that attributes the emergence and development of the welfare state in Western Europe to socio-economic changes, that is, to the ”logic of industrialism”.
 Representatives of this approach argue that, on the one hand, the growing needs of population emerging as a result of industrialization, required the introduction of state supported welfare institutions from the late 19th century and, in turn, the resources created by industrialization made state welfare programs possible. In this respect, social change refers primarily to the decrease in agricultural employment, growing urbanization, a separation of labor and means of production, and the emergence of a working class, owing no property and concentrated in towns. In the wake of industrialization, individual and family income were separated, family and kinship ties loosened up, and, at the same time, a growth occurred in the ratio of elderly age groups. Therefore, the state helped to address the needs of the social strata more vulnerable to different risk factors through welfare programs. Later, in the course of the 20th century, social deprivation was moderated. Then, on the other hand, a demand for a well trained, reliable and mobile labor force emerged, the supply of which was greatly facilitated by health and other welfare programs. Resources brought about by industrialization included first of all ones created by economic growth, centralization and professionalization of state bureaucracies and thus the increase of their efficiency. In addition, the improving channels of communication could be utilized by both the state bureaucracy and the social classes/groups, which were in the process of organizing themselves.
 Some authors maintain that the primary mediators of economic development to welfare systems are demographic factors –because both mortality and birth ratios decrease as a result of industrialization, and the ageing population creates an ever-growing demand for welfare services. It has also been proposed that program duration or program experience is positively correlated with their coverage, because once created, schemes have a momentum that propels their expansion as a rule. Program duration as a determinant can also be regarded as a bureaucratic correlate of economic development.


It is a plausible argument that there exists a broad causal link between socio-economic development and state welfare activities. International research on the history of the welfare state, however, seems to refute interpretations which attribute the emergence and development of the welfare state directly and predominantly to socio-economic transformations.
 Empirical studies have proven that, although social security laws were indeed introduced in almost all countries of Western Europe between 1880 and 1914, this took place at different levels of socio-economic development. The first modern social security systems in the 1880s appeared not in the most industrialized and urbanized England, but in Germany and Austria, then significantly less developed countries.
 The time lags between the creations of social security systems cannot be explained by socio-economic differences, as shown empirically with regard to urbanization and industrialization levels and the introduction of social security systems in Western Europe.

Differences in the level of industrialization cannot justify disparities found at a later stage in welfare policy and welfare institutions, either. In the interwar period, it was the then relatively less advanced Scandinavia where the most dynamic welfare development took place. Countries at similar levels of economic development would spend different ratios of their domestic product on welfare, even after the Second World War and had specific welfare institutions.
 Of these empirical studies supporting the secondary role of economic factors and their derivates in welfare development, we refer here to the decomposition analysis of the OECD regarding the largest expansion period of Western European welfare states (1960-1975). According to the report, in this period, between the demographic components of the growth, the expansion of the population covered by programs, and the improvement of the level of services, the last one was the decisive factor in the growth of social expenditures in OECD countries. The enhancement of services explains approximately two thirds of the growth of health expenditures and half that of the pension and unemployment insurance. The remaining can be attributed to demographic factors and, to an even smaller extent, to the expansion of the number of those qualified for benefits.
 This finding means that the increasing expenditures occurred not in an economically or demographically determined manner, but as a result of political decisions aiming to increase benefits, at least between 1960 and 1975 in the OECD area.

There are other arguments highlighting the importance of political factors in the formation of Western European welfare states. Exponents of another major thrust of interpretation, the conflict or class mobilization theory, made a strong case that social movements, collective political actors (labor movement, political parties, interest groups) were decisive in the introduction of the first welfare programs as well as in their growth. Social problems will enter the state of consciousness only as a result of social struggles, and their solution is also possible to such an extent as it is in the interest of a social group that can win on the political battlefield against the other social groups. The neo-Marxist line of this view holds that organizations of the working class and especially the social democratic movement advanced welfare development, and argue that, as an example, the level of welfare expenditures depends primarily on social democratic party-power.
 The power-mobilization hypothesis also has a broader, pluralist version, maintaining that not only the working class steps forward to gain new social rights, and for redistribution through the welfare system. Other classes, or even groups impossible to describe within the class framework (e.g. pensioners) also mobilize themselves. Similarly, it was not only workers’ parties, but conservative ones as well that greatly contributed to the expansion of the welfare state.

In fact, there are convincing empirical evidences that political factors cannot be narrowed down to the social democratic movement, or “left-power”. The welfare programs emerged at rather different levels of development regarding social democratic parties and other workers’ organizations and unions.
 Furthermore, the introduction of social security programs generally took place not as a result of the demands of the socialist workers’ movement, but, often despite its objections fearing the loss of their influence.
 Authoritarian, or rather non-parliamentary systems (Germany, Austria, Denmark before 1901, Finland and Sweden) introduced these laws earlier than parliamentary democracies (e.g. France, Belgium, the Netherlands, Norway and the United Kingdom). The former group of countries implemented seven times as many compulsory social insurance schemes in Western Europe by 1900 than the latter.
 The political elites of these non-parliamentary systems, suffering from legitimacy deficits, felt it necessary to legitimate themselves through social policy measures. These objectives are also revealed by a high ratio of social security programs being introduced in authoritarian countries immediately before not fully legitimate/democratic elections.
 Moreover, the strong bureaucracies of these countries enabled them to carry out the related organizational and administrative tasks, such as effective taxation. The functional need of a capable bureaucracy for welfare state development is expressively stressed by the so-called “state-centered” thesis, according to which, different bureaucratic traditions have strongly influenced the sizes and types of welfare states.
 These early welfare programs have also been plausibly linked to late-nineteenth century nation building processes.
 In later periods, diverse political forces have had a leading role in the formation of the welfare state. In the period between the turn of the century and First World War democracies with liberal dominance showed the most dynamic development in this respect. Between the two world wars, the situation changed again: in this era welfare growth was most rapid when and where social democratic parties were successful at the elections. 

After the chronologically successive conservative–liberal–social democratic leadership in welfare development, in the decades following Second World War, at least until the mid-1970s, the largest growth period of the welfare state, no leadership by any major political force can be shown in this regard in Western Europe.
 It was not only social democrats ascending to governmental positions that supported the expansion of welfare services, but conservative parties as well, as proven by the example of the Netherlands or France.
 Besides, there are signs that permanent left wing exercise of power was plainly restraining the welfare efforts. In contrast, when parties of the left operated in a very competitive political context, characterized by frequent changes of power with Christian democratic parties, the expansion of welfare programs accelerated.
 Consequently, considering the findings regarding earlier periods as well, we can claim that social democratic or conservative power did not determine the formation of welfare states. At the same time, it is obvious that different political forces had different welfare preferences. While social democratic parties strongly supported the expansion of coverage, resulting generally in lower benefits, conservatives opted for providing higher level services for narrower societal groups.


According to one of the major outcomes of the research, it is not so much the “left-power,” but rather the creation of a class-alliance behind the welfare state was the prerequisite of the dynamic development of social programs. The welfare state could only appear and could only remain solid to this day, where, besides workers’ groups most in need of social policy, it was possible to include the new middle class (i.e. those parts of the middle strata who did not make their living from their property) among those benefiting from and thus supporting the welfare system. The middle class was completely incorporated in the social democratic welfare state in Scandinavia. Here, the behavior of the rural classes also significantly influenced the development of the welfare state. In Sweden, the rural classes were won over very early, in the first half of the century, to be supporters of the welfare state by making them eligible for welfare benefits –quite an unusual move in the era. At the same time, the nature of class mobilization has also determined the character of the welfare regime. In Scandinavia, the broad class base has greatly contributed to the development of the “social democratic” welfare state, with universal social rights. In the continental European conservative welfare model found in its most characteristic form in Germany, as well as in France and Austria, the loyalty of the middle class was ensured by specific social security schemes designed for it.
 This arrangement has institutionalized the support of the middle class for a work-related, status-distinctive welfare system. In contrast, where the often complex conditions of political coalition formation were not present, such as in Great Britain, and only the lowest income groups received benefits, support for welfare systems was weak. As a result, these nations retained the liberal, residual welfare state model, and, especially in the last third of the 20th century, welfare programs were besieged.


Despite all their plausibility, interpretations concentrating on political factors can not appropriately explain all major phenomena related to welfare development, either. One of the most important critical points may be that from the outset, there are economic and social transformations behind political processes. For example, the number of voters interested in the increase of state social benefits obviously rose in part because of the growth in the ratio of employees. Also, the influence of individual political parties was greatly affected by societal changes. In addition, there are welfare programs, which, though initially related to political decisions, were later driven more by economic and social development. For instance, demographic factors operated as a kind of automatism. If, indeed as a result of political decisions, a pension program covered the whole population, pension expenditures inevitably increased with the ageing of citizens.
 Similarly, the introduction of unemployment benefits can be regarded as the outcome of political struggles, but once established, such expenditures increased with the rise of unemployment.
 
This is why alternative lines of research have also developed, such as the one stressing the importance of social institutions.
 The “historical legacy of regime institutionalization” is a major variable for Esping-Andersen, arguing that past welfare reforms and existing welfare arrangements have promoted the institutionalization of class preferences and political behavior. Social policies, once legislated and implemented, create new popular constituencies favoring extensive welfare programs, and shape themselves the political process from which social policies emerge. In Scandinavia, the initial welfare programs created interest groups favoring further state welfare programs and set in motion a spiral of welfare reforms. Here, social democracy over the past half century was closely linked to the maintenance of a welfare state that benefits both working-class and middle-class constituencies. In the conservative welfare regimes status-distinctive social insurance fixed the loyalty of the middle-class to a peculiar type of welfare state. Finally, in liberal welfare regimes, the middle classes became institutionally attached to the market as provider of welfare services.

We conclude this overview by referring to two other, much less influential variables of the growth of Western European welfare states–diffusion processes and cultural values. Some authors view the emergence of welfare institutions as a transnational diffusion process.
 It is remarkable how rapidly social security based on the Bismarckian principles diffused to other countries, and what advanced forms it took in the proximity of Germany even in less developed countries, more so than in highly developed ones further from it. There are signs that political decision-makers in several countries devoted considerable attention to the developments in Germany in this regard. Moreover, a certain institutionalized form of diffusion is signaled by the visits of several foreign delegations to Germany with the purpose of studying social security programs.
 At the same time, it can be stated that, although ideas of social policy did cross borders, their presence in itself is obviously insufficient for the emergence of welfare programs. The diffusion hypothesis cannot explain why the ideas came to reality in one society and why not in another. To put it more sharply, accepting the existence of diffusion still leaves the question unanswered: why was the German example followed early on in some Scandinavian countries for example and why not in Great Britain.

The greater conceptual attention to cultural variables in social sciences has also led to a more intense appreciation of the impact of cultural differences between societies on the welfare systems lately.
 It is argued that public welfare is also the outcome of values and norms represented in the preferences and behavior of a society or nation. It has been long observed that welfare arrangements within predominantly Catholic societies differ from that in Protestant countries;
 however, studies have not been systematic in exploring cultural variables. Nevertheless, they produced mounting evidences that cultural values, such as honesty, trust, obedience to state authorities have been instrumental in the development of the generous welfare state of the late 20th century.
 They also demonstrated the high popular acceptance of the states’ welfare activities in Europe, almost independently of welfare regime types and countries.
 This approach might be useful to refine the class mobilization theory by establishing the cultural preconditions of successful class alliance and other forms of cooperation in the welfare arena. 
In conclusion, the methodological developments of comparative welfare state research have questioned approaches resting on a one-dimensional explanation. A number of analyses demonstrated that socio-economic, political, institutional and other factors are all relevant and the part played by each differs in specific societies at different times. Most recent approaches attempt to link together discussion of political and institutional factors with more sophisticated statistical analysis of economic and social variables. While a complex, multidimensional approach might be appropriate, it is clear, that there has been a shift in research interest and emphasis away from structural, socio-economic factors to political ones. We can argue that the universality of the emergence and the expansion of the welfare state can be best explained by the functionalist interpretation concentrating on socio-economic development. However, we can see a growing consensus among researchers that it is the approaches focusing on political and institutional factors that can grasp the causes of the differences in welfare development in 20th century Western Europe.
 

The politics of inconsistency: Determinants of welfare in communist East Central Europe

Welfare research has been hardly concerned with the bases and determinants of welfare systems in Hungary and in other East Central European countries. The fairly unsystematic Hungarian research from the communist decades put emphasis on the destitute living conditions of the labor force on a mass scale, and they point to the class struggle and to the role the working class organizations in order to explain the achievements of social policy in the pre-Second World War era.
 As regards the period following, these studies usually take the stance that the expansion of social benefits was one of the inherent characteristics of the communist regime, although some experts also highlighted the conflicts between economic growth objectives and social policy.
 In contrast, the also sporadic Western literature on the welfare development of the communist era attributes a decisive role to socio-economic factors. The basis of this argument, however, is the analysis of aggregated data series including a great number of communist and capitalist countries, thus these studies cannot really contribute to the present discussion.
 The shortfalls of relevant past research explain why some of the ensuing conclusions will only be hypothetical, calling attention to future research agenda rather than giving definitive solutions.

The analysis that follows pays special attention to the elements found most significant among the determinants of Western European welfare development in the literature and debates: level of economic and social development; age structure of the population; program duration; political factors; transnational diffusion processes and cultural factors. Of these, the age structure of the population and program duration are often defined as mediating factors between the economy and the welfare sector.

We can argue that some of these factors exercised comparable impact on welfare development both in East Central Europe and Western Europe. Similarly to Western Europe, there is undoubtedly a broad link between socio-economic and welfare development in East Central Europe as well. This relationship is demonstrated by the employment structure, the transformation of which had long-term consequences on the growth of welfare programs. In interwar Hungary this was effected primarily by the shift between industrial employees who qualified for social security benefits and agricultural employees who did not. In addition, in the two decades following the Second World War, a similar effect resulted from the decrease in the ratio of the self-employed, which did not qualify, or only did so at a lower level compared to the employees. Nevertheless, from the mid-1960s, the stratum of self-employed almost disappeared in Hungary, so from this time on, this latter factor cannot be considered as a cause of expansion here. Later, however, the transformation of the employment structure received a special role again, namely, as a result of the emergence and growth of the so-called ”second economy”. From the 1970s, a growing ratio of economic output was produced by this sector, balancing on the borderline of legal and black economy, but being more part of the latter in Western terms. No social security or other welfare benefits were offered by this sector. 

The dynamics of social policy development, on the other hand, seems to contradict any closer relationship between socio-economic and welfare development in East Central Europe as well. The first programs appeared in Hungary rather early (1892) in a Western European comparison, before such countries with high industrialization and urbanization level as Belgium or Great Britain. The industrialization of Hungary was lagging behind all Western European countries in this period, thus the early timing of the welfare programs is an anomaly from the point of view of socio-economically oriented interpretations. In addition, the growth of the welfare sector was not the most rapid when industrialization and the related transformation of the employment structure progressed at the highest pace, i.e. in the 1950s and 1960s. The correlation was even negative in several periods: the greatest relative increase of expenditures occurred when the economic development slowed down in the 1970s and 1980s. 

The ambiguous relationship of socio-economic development and welfare in East Central Europe is further demonstrated by the demographic development. The transformation of the age structure of the population might increase the demand for welfare services, as is obvious in the case of pensions, where qualification is directly related to age. As in the period under examination pension expenditure was the major item in the Hungarian social security budget, it may be useful to reveal the components of the growth. For this, we can rely on a de-composition analysis available for Hungary for the period between 1960 and 1989, constructed with methods similar to those used in the OECD statistics referred to above. The results of this analysis show that the increase in pension expenditures was primarily (60.4%) due to the increase in the ratio of those covered, i.e. more and more people became qualified for pension benefits in the age group concerned. This was the result of partly the maturing of earlier qualifications and partly the expansion of rights in the given period. That is, in both cases it was the consequence of political decisions extending social rights. A significantly lower contribution to the rise in pension expenditures, 22.4% came from the average increase of pension levels relative to the per capita economic output. An even smaller weight can be attributed to the growth of the pensioner-aged population (16.7%), while the change in the ratio of the active and inactive population effected only 0.5% of the increase.
 This shows that, even though demographic factors did contribute to the rise in pension expenditures in the period examined, their influence was lagging far behind the consequences of the political decisions aiming at the expansion of social rights, similarly to Western Europe.

Moreover, the effects of demographic factors were peculiar in Hungary where the negative demographic consequences of the forced industrialization, along with the encouragement of female employment were conducive to a population policy that was much more proactive than in any of the Western European countries. The vigorous pronatalism was reflected in the relative level of family and maternity benefits, considerably surpassing Western European levels from the mid-1960s. Consequently, as another Hungarian characteristic, demographic factors mediated the effects of not only economic but also political transformations to the welfare sector.

Program duration, another possible mediating factor between the economy and the welfare sector, can only be considered a minor determinant in Hungary. The maturing of social security programs could contribute to the expansion in the case of programs tied to a waiting period, such as old age pension insurance. However, political changes interrupted the maturing of social insurance entitlements in Hungary: the maturing of the pension rights stemming from the 1928 legislation occurred after the Second World War, in a period when the communist authorities altered many of the existing social rights.
 

We can emphasize the importance of political factors in East Central European welfare development. However, the nature of political factors diverged here considerably from much of Western Europe, since political mobilization and class-alliance were not major factors of welfare state formation in the East Central European societies. Although early social security legislation focused on workers in Hungary, this cannot be attributed to their high degree of mobilization or left-power. The parliamentary representation of social democracy was non-existent before the First World War. The Hungarian trade unions and the social democratic party were even in the political defensive during the social security legislation of the 1920s, moreover, at this time there was also a retreat in the enfranchisement.
 Rather, Hungary conforms to the group of those constitutional monarchies that were first to introduce social security laws in the late 19th century (Germany, Austria, Denmark and Sweden). This system had a propensity to paternalism, and the extensive state bureaucracy could also greatly help the operation and control of social security systems. Legislation was much more a result of paternalistic policy and legitimating efforts than class mobilization in the inter-war period as well. Christian parties in power were influenced by the social teachings of the Catholic Church, which was revealed in their considerable welfare efforts. Opposition to liberalism and left-wing political forces might explain the substantial welfare tasks the state undertook toward its own employees, also reflecting paternalist traditions. On the other hand, the objectives of pushing left wing parties into the background and the social integration of the working class were manifested in the relatively generous welfare benefits given to the working class. The agricultural population, notwithstanding, was almost totally excluded from the social security system until the Second World War. 

During the communist era, class mobilization in its traditional sense was impossible because of the power-monopoly of the state-party.
 Rather, ideological factors shaped the communist welfare system.
 The egalitarian claims appeared in the official ideology and propaganda with a strong emphasis especially in the early decades: comprehensive social security was considered to be an inherent part of the society and supposed to express the humanity of the communist system. The ideological declarations did not mean in the least the dominance of collectivist or egalitarian principles in ideology and in welfare practices that had been in conflict with other priorities of the regime, such as the privilegisation of certain social strata regarded as pillars of the communist rule, or the increase of economic output. The ideology also reflected this contradiction: not only “parasites” or “speculators” were excluded from welfare services but social security and other welfare benefits were differentiated and it was openly acknowledged that the benefit differentiation has been guided by considerations of discipline and productivity. Loyalty was also rewarded, for example by the so-called “personal pensions.”
 In the early years, social security did not appear as a fundamental right of the citizens – rather, it was communicated as a gift from the state that reflected the governmental benevolence towards the population. Popular attitudes towards welfare also corresponded to the inconsistency of ideology and practice: on the one hand people increasingly considered the state’s responsibility to provide with social services and ensure a decent standard of living for all, but the work-achievement principle has also been widely accepted as a basis for the differentiation of social benefits.  

In the interpretation of welfare development dynamics in communist Hungary, a considerable role must be attributed to political constraints, with which the system was confronted in different forms from time to time, such as the overt opposition of the population in 1956 or the eroding legitimacy of the regime in the late 1980s. In several Western European countries, prospects of parliamentary elections had tangible effects on the increase of welfare benefits.
 In Hungary, this type of electorate cycle was lacking all through the century, rather, some kind of “crisis cycle” emerged. The appearance of the electorate cycle was clearly hindered by the limits of parliamentarism between the world wars, and the parliamentary elections were mere formal events after the communist takeover. As early as the first half of the 20th century, there were signs, however, that the increase of social benefits was related to political cataclysms. Immediately after the post-First World War revolutions, social security qualifications were more generously re-regulated and certain social security benefits were expanded to cover selected strata of the rural population on the eve and in the first years of the Second World War. Immediately after the Second World War, coverage was again increased, and the same happened in the years following the 1956 revolution. The same pattern emerged in social expenditures, the highest growth dynamics of which occurred under expressly critical economic and political conditions in Hungary in the late 1980s.

As far as the other East Central European countries are concerned, the determinants of welfare development have only slightly diverged from the Hungarian case. Economic development and, in its wake, the changes in employment and demographic factors contributed to the long term development of social security programs. On the other hand, however, the emergence of welfare programs or their timing and dynamics is not explained by the level of socio-economic development. Czechoslovakia, though, does not seem such clear-cut case in that respect. The Czech Lands of the Habsburg Monarchy were also among the first that introduced social security but the level of industrialization here was much more comparable to that of the Western European countries. Poland conforms more with the Hungarian pattern, since the introduction of the first social security schemes came somewhat later than in Hungary, but still at a low level of socio-economic development. In contrast to economic factors, diffusion –first of all the demonstration effects of German and Austrian welfare legislation and practice– played an essential role in the early welfare development in East Central Europe. Similar processes of transnational diffusion took place in all the three countries, both at the time of passing the first acts of social security, and in the subsequent post-Second World War phase of welfare states.
 At the beginning, diffusion was obviously reinforced by territorial overlaps and changes. (The western part of Poland belonged to Germany up to the end of the First World War, and Galicia was part of Austria; the northern regions of Czechoslovakia also belonged to Austria, while its southern territories constituted part of Hungary.) Besides, the welfare legislation in Hungary –the other half of the former Habsburg empire– was strongly influenced by Austrian legislation. Successor states adopted and enforced social security systems that had existed on their territory before, and made efforts to integrate them into the new arrangements. Thus, the impact of Austria and Germany, the two countries having an early and advanced social security system, was direct. Political factors, such as the legitimating efforts of the elites, the relative weakness of liberalism and national emancipatory attempts to promote industrial development, are additional elements influencing the expansion of social security programs at an early date, to workers, and in a compulsory form. 

In the inter-war East Central Europe, class-alliance to advance welfare legislation only existed in Czechoslovakia, where agricultural workers enjoyed comparatively high-level social security benefits. In the explanation of the inter-war development in Hungary and Poland the political constellation, i.e. the political influence of Christian parties and the assertion of landowners’ interests, can also be attributed greater weight to than economic and social conditions. 

After the Second World War a pronounced convergence between the East Central European communist countries took place enhanced by the diffusion of the Soviet political and economic system and the communist ideology. In the communist era, the case of Czechoslovakia and Poland fully confirms the conclusions drawn from the Hungarian experience. The dynamics of the changes were less influenced by economic factors and to a much greater degree by political ones: the communist ideology with its inherent contradictions, political and economic crises, legitimating efforts and diffusion processes.

The experience of the East Central European welfare states confirms the “politics matters” approach, since political factors played the most eminent role in the region’s welfare development. In the political sphere, however, other factors gained priority. While in Western Europe different types of class-alliances constituted the basis for both of the social democratic and conservative welfare states, East Central European welfare development lacked that solid bases and it was eminently influenced by the inconsistency of the communist ideology and practice, legitimating efforts of the elites, political crises and transnational diffusion of welfare policy patterns. 
Communist welfare systems in East Central Europe: Peculiar yet mixed
Based on the interplay between factors described above, a peculiar mix of welfare arrangements emerged in post-Second World War East Central Europe, consisting of not only specific communist characteristics, but features found in other –conservative and social democratic– regimes. As shown above, ideology occupied a more important relative position among the determinants of welfare in communist East Central Europe, than elsewhere in Europe and the impact of the diffusing communist ideology accounts for major differences compared to Western Europe. This ideology regarded full-employment as a major proof of the superiority of communist societies over the capitalist ones. Full-employment –in fact, a compulsory or forced employed status of the working-age population– was the basic institution of social welfare, even if it did not entirely prevail. Other important aspects of communist welfare included price subsidies for basic goods and services, also related to ideological claims, and the system of social benefits offered by companies (fringe benefits) – both with altering significance over time and in space. In addition, the functions of social security changed in a peculiar and contradictory way in communist East Central Europe. On the one hand, the elimination of traditional institutions of poor relief increased the significance of social security programs. However, the influence of social policy considerations in other areas, which enjoyed relative autonomy in Western European societies (such as price mechanisms or the labor market mentioned above), decreased the importance of social security within the whole welfare system.


That said, it is misleading to identify post-Second World War East Central European welfare systems with the distinctive communist features of the system, because it also consisted of different elements of welfare arrangements prevalent in contemporary Western Europe. As shown earlier, Hungary and the other countries in the region equally adopted the Bismarckian principles of social security at an early stage. There were different schemes applied to individual strata of society, with special emphasis on the inclusion of industrial workers and public employees. Bismarckian traditions found their ways to the new welfare systems of the communist countries since they were consistent with important goals of the regimes. In the 1950s, a differentiation of social security eligibility took place in Hungary, where industrial workers, the armed forces, party and state bureaucracy were privileged and agricultural population discriminated.
 Even more importantly, after a marked leveling off policy of the early communist years, there was a heavily work-related element in the benefit system. Important social security services (cash benefits, such as pensions or sick pay) were closely tied to the contributions paid, regarding both their qualifying conditions and their levels, which was similar to important working rules of the Western European welfare type often called conservative or corporatist.
 The Bismarckian precedents of the social security system have clearly mitigated these features, however, they did not simply result from “path-dependency,” such as the maturing of the social insurance rights since the communist authorities were ready to transform welfare schemes and were not shy to eliminate rights obtained earlier if they considered them undesirable.
 The work-relatedness of benefits came from the communist ideology placing high emphasis on production and working-force mobilization. This characteristic of the welfare arrangements became even more pronounced later on.

And yet, the crudest forms of discrimination were abolished in Hungary in the second half of the 1950s. The growing significance of the solidarity principle of the 1960s and 1970s in the area of qualifying conditions, paired with the rapid increase of the coverage, can be regarded as moves toward universality –a major feature of social democratic welfare regimes. As a result, in Hungary, the whole population was covered by social insurance sooner than it was in most Western European countries. The relative level of benefits does not turn out so favorably in a Western European comparison, although the ratio of pensions relative to earnings corresponded to the Western average in the early 1980s. By the 1980s, in Hungary an increasing number of benefits were granted on the basis of citizenship and from the mid 1970s all in kind benefits of health care belonged to this category, similarly to the British or Swedish systems. These similarities to different types of Western European welfare regimes suggest that by the 1980s, the Hungarian social insurance system applied a combination of elements customary in Western Europe as qualifying conditions.

This development resulted in the simultaneous presence of the communist, social democratic and Bismarckian features and traditions in Hungarian welfare as shown by the largest welfare scheme, the old age pension. Here, only the low relative significance of social security pensions within the welfare system in the 1980s –mainly due to the crowding out effect of price subsidies and fringe benefits– can be regarded as a communist characteristic. Similarly to social democratic regimes, coverage was of high level along with centralized administration and the state playing a central role. The specific rights given to individual social groups and the strong work- and income-relatedness of pensions are features of the conservative welfare systems.

The decades after the Second World War saw the uniformity of the region increase in terms of welfare policy. Consequently, the pattern of development prevailing in Hungary basically applies to the whole region. Internal uniformisation manifests itself in the level of social security expenditure. While in the first part of the discussed period, Czechoslovakia had an exceptionally high social security expenditure/national income ratio (in 1965 the ratio in this country was almost double of that in either Poland or Hungary, the two countries already spending similarly at this stage), by 1980, differences mostly disappeared in the region.
 The same holds for the existing gaps between the three East Central European countries in terms of social rights. It was primarily Poland being different from the other two countries, due to the high number of private farmers, who were not eligible for pension insurance for quite a long time.
 By the 1980s, however, disparities within the region decreases since universalism gained ground in all three countries. In Hungary as well as in Czechoslovakia, the mid-1970s was the turning point, when universal coverage became the underlying concept in social security (1975). In Poland this development took place somewhat later, at the end of the 1970s.
 

It is of interest to have a look at what impact this legacy had on East Central Europe in the course of the welfare transformation of the 1990s. As shown above, there were several features of the communist welfare system identical with the social democratic and conservative welfare systems dominant in Western Europe. Most of the former dissimilarities derived from the political system, thus democratization could potentially eliminate major divergences between East Central Europe and Western Europe. In addition, minimizing the social costs of the transition to market economy had also required sizeable social policy programs, and the preferences of the population clearly supported the extensive state welfare services.

The fact, however, that a considerable part of the welfare services and spending were interwoven with the falling communist economic system (price subsidies, fringe benefits in factories, the indirect and hidden costs of full employment) was a burden when adopting a new welfare model, because the fall of the regime jeopardized their survival and favored a residual liberal solution. Consequently, whether the adoption of the social democratic or conservative welfare systems, or an amalgamation of these systems, would turn out to be feasible depended heavily on the success of transforming resources associated with the old system into a welfare system compatible with market economy.

East Central European welfare after 1990: Institutionalized volatility?
The transition to a market economy deeply affected and challenged the Hungarian welfare system in the early 1990s. Not only the former practice of guaranteed employment, subsidized prices on basic necessities –major features of communist welfare– diminished, but the basis of a new social security structure compatible with market economy was also shaken. First of all, the social costs of the transition increased demand for welfare services, while the number of contributors significantly decreased as a result of mass unemployment, growing informal economy, and the easy availability of early retirement and disability pension. Despite the economic recession –and influential liberal scenarios– the first years of economic transition did not witness a significant decrease in social expenditures. In relative terms, the spending even increased, since the governments introduced costly programs, such as unemployment benefits and new social assistance schemes, in order to meet the social needs created by the emergence of mass unemployment and the rise in poverty. The entitlements for the already existing major social security benefits remained unchanged for several years, although coupled with the erosion of real values.
 All in all, the welfare system retained its mixed character, even though, with a different composition. The communist features disappeared quickly and the mix of social democratic and conservative principles has prevailed. These principles were deeply rooted not only in institutions but also in public attitudes. According to polls, the majority of the electorate has favored a combination of universalistic social welfare arrangements (especially in health care) and work-related benefits (cash benefits).


Despite the path-dependency and public attitudes supporting full-scale welfare state, liberal reforms and tendencies has challenged the welfare-status quo. The year of 1995 marked a watershed in the Hungarian social welfare system when –as part of an austerity program– a significant curtailment of social benefits was carried out by the new ex-communist (socialist) government, followed by similar measures in the next years. In the first two years of the new policy course (in 1995 and 1996) the loss in social expenditures totaled to 5% of the GDP – a fall from 29.5% to 24.3%. The major means of the retrenchment of welfare was a conscious policy of non-indexation of the benefits, at a time when the inflation was galloping well over 20% annually again, but some entitlements were also cut back.
 Both of the two biggest cash welfare schemes (pension and family allowance) were affected by liberal reforms. As to the pension system, the government curtailed social rights in 1995, for example, by raising retirement ages from 55 and 60 years for women and men, respectively, to a uniform 62 years until 2009. The new system was modeled after Latin-American (Chilean and Argentinian) precedents favored by international agencies, such as the IMF and the World Bank, and made up of three pillars: a basic state pension, a compulsory private pension, and a voluntary private pension. Joining the new pension scheme became compulsory for new entrants of social security, and optional for employees under 47. One fourth of the total contribution of employers and insured persons was scheduled to go to the second pillar, that is, to private pension funds.
 In 1995/1997 the universality of family allowance, initiated quite recently, in 1990, was also abolished. A means-test procedure was introduced first for families with not more than two children, then for all families.
 

All the same, there was no consensus about the direction of welfare reforms in the political elites. After the 1998 elections, the new government, usually labeled as conservative, cancelled several aspects of the liberal measures and reintroduced solidaristic principles and universal entitlements. It revised the pension law and reset the contributions going to private insurance companies to a lower level to ensure more revenues for the public pension fund. This step could only partly counterbalance the introduction of the private insurance principle, however, all in all, the pension system retained its predominantly public nature, with an almost universal coverage. The pensions are based on contributions, that is, on work performance. There is a solidaristic element as well, since a modest vertical redistribution among contributors also takes place. This latter characteristic of the public pension system has even been strengthened during the transformation years since indexation was often applied to pensions in a non-linear way, favoring lower pensions. The ratio of private pension spending to total pension expenditure was almost negligible in Hungary in the 1990s. The new government reintroduced the universal rights based on citizenship for family allowance and maternity benefits as well. This turn meant a rehabilitation of the citizenship principle as a source of rights in the welfare system and the means-test principle was forced into the defensive.
 

There is no indication of a liberal transformation in other major areas of welfare either. Other schemes of social security also remained universal, the most important of which are the cash and in-kind benefits of health insurance, even if widespread corruption institutionalized under communism in that sector hinders the effective realization of social rights to a considerable extent. The role of means-tested poor relief and other social assistance, often regarded as an indicator of the liberal regime, has remained subordinate in Hungary. The share of social assistance within social expenditures was well below the ratio of liberal regimes in Esping-Andersen’s study – only 3.3% as opposed to 18% in the USA and 16% in Canada in 1980.
 In this respect, the Hungarian welfare system would not qualify as a liberal regime either.

Although the convergence of the communist welfare systems in East Central Europe ceased to persist after 1990, the welfare systems of the other two –or, rather three, subsequent to the partition of Czechoslovakia in 1992– East Central European countries developed in a manner similar to that of Hungary. This is not to say that the transition of the individual countries in the region did not show any unique features in terms of welfare. In Poland, the economic shock therapy went in tandem with the slow transformation of the welfare system, but the pension reform received relatively extensive support from the political elite – unlike in Hungary.
 In the Czech Republic, the prevailing liberal economic phraseology went alongside with a surprisingly solid subsidizing of social security in the first half of the 1990s. Here, the most profound reforms were made in the area of health care, where a system of competing public health insurance funds was established, while benefits based on the principle of citizenship and universalism remained intact.
 What made Slovakia unique was the even slower speed of changes throughout the 1990s.

As a result of this, the differences between the welfare systems of East Central European countries increased somewhat as compared to the 1980s.
 Despite all the changes and differences, however, outside political agencies and observers were, depending on their ideals, either disillusioned (IMF, World Bank) or satisfied (EU) by the realization that the fast, liberal transformation of the welfare systems, according to the US-model, has not been carried out in the region. As an example, regarding the reforms of the region’s health care system, an EU publication declared that “all health care financing reforms are in the mainstream of Western European tradition”.
 This statement can almost be regarded as double-faced, because, unlike the World Bank and the IMF, the EU did not actually influence the region in social policy issues or made even considerable attempts to do so. Some important research findings also emphasize the lack of full-scale liberal transformation not only in the early period,
 but at the end of the 1990s as well.
 Thus, as far as the major determinants are concerned, the development of the welfare system in East Central European countries resembled that of Hungary.
Since popular attitudes have favored an extensive welfare state in the East Central European countries, even moderate liberal reforms and tendencies call for explanation. They can partly be elucidated by the pressures of international agencies with a liberal agenda (IMF, World Bank) and real or perceived pressures coming from the international economy.
 However, they can only be partial explanations. Especially from the mid-1990s on, the activity and influence of these institutions has considerably declined. Because of low labor costs the region has benefited from the growing internationalization of the economy so far, as a result of which the globalization can not be considered as a major explanatory variable either. We wish to suggest an alternative explanation here. Due to the lasting efforts of communist regimes to prevent the evolution of civil society and the persistence of traditional communities, a massive social decapitalization took place in Hungary and in other East Central European countries constituting one of the most significant social and cultural inheritances of communism. We believe that the resulting organizational weakness and decreasing influence of welfare recipients vis-à-vis other groups interested in the retrenchment of the welfare state is a vital factor to explain why external and internal pressures for the residualization of the welfare state can persistently challenge the welfare status quo since 1990.
 At this stage of research the claim can not be verified further. As indicated above the role of cultural factors in welfare state development can be regarded as an underresearched area but at the same time it is a promising direction of research with regard to Western Europe. As far as East Central Europe is concerned we also need further research to be carried out on individual countries that will allow us comparative analysis.   
Summary and conclusions
In this paper, we examined the foundations and development of post-Second World War welfare systems in East Central Europe in a Western European comparison. Among the East Central European countries, we focused on Hungary and dealt with other countries in relation to that case. We explored the determinants of East Central European welfare in the 20th century, that have differed considerably from the factors of Western European welfare state formation. In Western Europe, besides the impact of industrialization and the changing structure of population and labor force, the political mobilization of actors favoring extensive welfare programs constituted the major factors behind the rise of social rights. Political mobilization relied not only on forming class alliances to be effective, as it is emphasized in mainstream research. It also had cultural preconditions, such as associability or social capabilities boosting cooperation and effective collective action. Although economic and demographic factors were present in a similar way in East Central Europe, the determinants of the communist welfare system diverged considerably from that pattern of welfare state formation. Political mobilization has only played a minor role in the formation of East Central European welfare both in the prewar period and after the Second World War. Other political factors were the major determinants of social policy including the communist ideology with all its internal incoherence initiating both universalistic and work-related social rights. Legitimating efforts, political and economic crises represented other important elements affecting welfare trajectories. We argued that it is misleading to identify the communist welfare system with its distinctive communist features since it also consisted of different elements of welfare arrangements prevalent in post-war Western Europe. In addition, the distinctive communist features disappeared quite quickly during the transition as a result of which the institutional legacy of communism was much more a mixed system of conservative and universalistic welfare arrangements. 
In that historical and comparative framework we addressed both the role of communist legacy and the existence of liberal tendencies in welfare development in post-communist East Central Europe. The legacy greatly contributed to the present “mixed” characteristics of the region’s welfare systems, and also to its other features, such as the volatility of the post-communist welfare arrangements there. These features do not simply result from an assumed transition from the communist to the liberal welfare system as it is often maintained in the relevant literature. 

Paradoxically, the heritage of communism was not only a mixed system of conservative abd social democratic welfare arrangements, but it was also supportive for the emergence of liberal tendencies in the 1990s. These tendencies are, however, quite ambiguous. On the one hand, despite the liberal scenarios proposed by many early observers, the liberal transformation of the welfare systems has not taken place anywhere in the region. On the other hand, the prevailing liberal language of the welfare discourse and the liberal reorganization of some welfare schemes call for explanation in a region where liberalism has never been influential and where polls have shown that popular support for liberal reforms are minimal. The influence of international agencies (IMF etc.) with a liberal agenda, in countries with partly high indebtedness might be considered a factor, and also the perceived or real pressures coming from globalization. However, they can only be partial explanations –especially from the mid-1990s on– as the activity and influence of these agencies has considerably decreased since then. In addition, the impact of globalization is by far not as negative on the transition economies as it is often suggested inresearch since relying on their low labor costs they also benefit from that process. We proposed an alternative interpretation, also related to the special features of the foundations of East Central European welfare in earlier decades. We argued that due to the lasting politics of communist regimes hindering the evolution of civil society and the persistence of traditional communities, a massive social decapitalization took place in East Central Europe constituting one of the most significant social and cultural inheritance of communism. Weak social capital and organizational weakness of welfare recipients are the vital factors to explain why external and internal pressures for the residualization of welfare states can persistently challenge the welfare status quo in post-communist East Central Europe, despite the institutional inertia and popular preferences mainly facilitating social democratic and conservative welfare arrangements. The role of cultural factors both in Western and East Central European welfare development, however, needs further exploration and constitutes and important agenda of comparative welfare research. 
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