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Reproducing Socio-Spatial Unevenness
Through the Institutional Logic of Dual
Housing Policies in Hungary

Zsuzsanna Posfai and Csaba Jelinek

1 Introduction

The increasing role of finance is central to the current transformations
of capitalism, with a globally growing amount of money looking for
profitable forms of investment (Fernandez and Aalbers 2016). This
search for a financial fix systematically channels money towards the
built environment—and in certain contexts specifically towards hous-
ing (Aalbers 2017). In order to grasp this inherently spatial nature of
financialisation (Sokol 2013), we build on the notion of uneven devel-
opment. Recent work in the field of economic geography aiming to
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reconceptualise this approach has put specific emphasis on understand-
ing the concrete institutional mechanisms that produce socio-spatial
unevenness on various scales (Dunford and Liu 2017; Hudson 2016;
Peck 2016). Common to these propositions is the claim that capital-
ism should be understood as one interconnected and hierarchically
structured system; however, empirical emphasis should be put on the
intermediary scales of institutional infrastructures, policy developments,
firm strategies and subnational spatial patterns in order to understand
the mechanisms producing uneven development in a such a varied way.
Thus, we approach the issue of spatial polarisation through the perspec-
tive of uneven development, since we believe this notion gives us more
scope to understand the production of socio-spatial inequality as a mul-
tiscalar and non-linear process. Furthermore, we work with this notion
because we seek to link our analysis to a body of literature analysing the
spatiality of capitalism.

In this chapter, we analyse the development of Hungarian housing
policies since the turn of the millennium, investigating how policy inter-
ventions reinforce and support the rolling out of uneven socio-spatial
development in the field of housing. Housing is an important spatial
fix under financial capitalism everywhere in the world; however, the
concrete ways in which this is articulated vary across different institu-
tional contexts. We investigate the Hungarian institutional context as
situated in a broader, European and global set of hierarchical, inter-
dependent connections. We believe this approach provides useful
insights for understanding how policy interventions can channel mac-
roeconomic pressures in a semiperipheral context of the European (and
global) economy.

We will not only highlight the role of housing-as-investment, but will
also link seemingly more progressive and socially sensitive housing pol-
icies to the broader frame of housing under a financialised regime of
accumulation. Analysing this branch of policies provides insights into
how the state manages spatially concentrated social deprivation in a
country with a very minimal share of social/public housing—which is
the case for the majority of the Central and Eastern European member
states, as well as most countries outside the European Union.
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The starting point of our argument is that Hungarian housing poli-
cies are essentially dualised. By dualisation we mean that in a generally
fragmented policy arena—since 1989 there has never been a coher-
ent housing policy in Hungary—most individual policy measures
intervening in the field of housing either target the relatively well-off
upper classes (although claiming to be general in their scope), or very
marginalised social groups. The former aim to integrate middle-class
households in a financialised housing regime based on individual own-
ership and debt, while the latter aim to manage and contain spatially
concentrated manifestations of housing poverty. We will call these two
approaches the liberal and social facets of housing policies. While these
policies at the “top” and at the “bottom” of the housing sector are seem-
ingly separate interventions and are never connected narratively by gov-
ernment actors, in our view they are functionally interconnected and
should thus be analysed in a holistic manner. This functional intercon-
nection is the most evident when we employ the framework of uneven
development. Accepting the claim that global capitalism systematically
produces socio-spatial polarisation, we will show how this happens in
the field of housing in Hungary through the mediation of certain insti-
tutional logics. While dominant (neoliberal) approaches to housing pol-
icy are usually planned and executed without reference to their spatial
dimension and are claimed to benefit households in a general way, we
will demonstrate how they actually reproduce socio-spatial unevenness.

Even though our argument will be rooted in different empirical pro-
cesses, the main goal of this chapter is to reconstruct the institutional
logics behind these spatialities, and not to provide an exhaustive pic-
ture of all the empirical aspects of capitalist uneven development in the
domain of housing in Hungary.

This study can also provide valuable insights into more general ques-
tions about the spatiality of policy intervention in housing under the
current wave of financial capitalism. The two modes of intervention
which we study adhere to general directions of housing policy devel-
opment throughout Europe. The dominant model for housing pro-
vision in all European countries (and also globally) is to push for
indebtedness-based individual homeownership, while marginalised
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social groups living in an increasingly residualised social housing sector
are targeted by narrowly focused and often controlling public interven-
tions (Czischke 2009). Furthermore, the vulnerable housing finance
system that has developed in Hungary since the late 1990s, based on
an externally dependent banking sector, short-term financial resources
and individual mortgages (Raviv 2008) is quite typical for all Central
and Eastern European countries—although historical and institu-
tional differences are crucial (Bohle 2017). Similarly, the significant
role of EU funds in targeting those living in deprived housing condi-
tions is also quite typical for the region.! Thus, our analysis can con-
tribute to a better understanding of variations in Central and Eastern
European housing policy, while proposing a more systemic framework
of macroeconomic processes driving these contextually specific policy
interventions.

The empirical basis of this chapter is anchored in two lots of doctoral
fieldwork. Pésfai has been focusing on core-periphery relations embed-
ded in the strategies of housing market actors in Hungary (within the
framework of the Marie Curie ITN “RegPol>—Socio-economic and
Political Responses to Regional Polarisation in Central and Eastern
Europe”), while Jelinek has been working on the history of urban reha-
bilitations in Hungary from the 1970s (at the Department for Sociology
and Social Anthropology of the Central European University). Both
researches deployed a mixed methodology: qualitative insights from
interviews with the main stakeholders and ethnographic observations
of certain key projects were coupled with macrostatistical analyses and
with the scrutiny of policy documents and plans. Since the main aim of
this chapter is to reconstruct certain institutional logics behind the gen-
eral trend of uneven development, it will mainly be the interviews con-
ducted during these researches that provide the empirical backbone of
our argument. While our understanding of the liberal and social facets
of housing policies in Hungary were also informed by quantitative data
and document analyses, we will restrict ourselves to the presentation of
our most important qualitative findings (occasionally referencing some
of our own prior publications using related quantitative data) due to the
limited space we have.
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In this chapter we will thus argue that state intervention in the
Hungarian housing market is dualistic, with seemingly disconnected
policy instruments targeting two ends of the housing spectrum. While
the dominant trajectory of neoliberal housing policy in Hungary is to
promote indebtedness-based individual homeownership, spatially tar-
geted, small-scale and localised interventions in the public housing
stock are meant to correct the exclusionary processes produced by this
trajectory, but their effectiveness is highly questionable. State inter-
vention thus reinforces spatial patterns of capitalist development and
deepens unevenness of the housing market, while seemingly applying
“patches” to the areas that are the most obvious losers of this process.

2 The Liberal Facet of Housing Policies?

The declared aim of Hungarian housing policy is to promote individual
homeownership (Misetics 2017). This has been the very clear political
preference of all governments ever since the 1980s, and in the current
conservative government this ideology of homeownership is reputed to
be unquestionable at the level of the prime minister himself. According
to a high-ranking ofhicial in the public administration, “the definition
of Hungarian housing policy is actually just different forms of subsidies
to homeownership”.® This conservative political preference is of course
well in line with and not independent of broader economic processes
and general tendencies of liberal housing policies across Europe, which
all promote similar aims (Fernandez and Aalbers 2016). Although
in this sense the Hungarian housing regime follows the common
European (and global) trajectory of housing financialisation described
by Fernandez and Aalbers (2016), the concrete ways in which capital
is channelled into the housing market are determined by the specific
instruments employed.

In the following section we will explore the socio-spatial effects
of two of the most important housing policy instruments of the past
decades, which were implemented in order to serve the political aim
of access to homeownership: (1) a non-refundable state subsidy allo-
cated to families mainly based on the number of children they have
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(previously called szocpol, now called CSOK), and (2) state-subsidised
mortgages. These two instruments have shifted in their significance vis-
a-vis each other, and also in their target groups and budgetary weight,
but in essence have not changed. Both instruments declaratively serve
access to individual homeownership, which is the dominant form of
tenure in Hungary (owner occupancy is currently around 90%). Given
the political priority of this aim, these instruments are also the ones
that receive the most budgetary support. In 2005, for instance, budg-
etary resources supporting access to homeownership represented nearly
95% of all public spending for housing purposes, and this proportion
was never less than 85% during the whole pre-crisis decade (Misetics
2013, 52). They are articulations of a liberal housing policy at the ser-
vice of economic actors in the field, and favouring those households
that have significant savings, while also pushing for the privatisation of
housing-related risks through individual indebtedness (Crouch 2009).
We will show how these instruments, in spite of being presented as a
generalised housing support to the whole of Hungarian society, framed
along the lines of demographics and conservative family politics, are
actually channelling resources towards the middle classes (to the detri-
ment of lower social classes), and are also contributing to increasing spa-
tial unevenness.

The first instrument of the liberal facet of housing policy is a state
subsidy supporting access to homeownership, which has been in place
since 1994 (with a few years’ gap after 2009). Concrete allocation
criteria_have changed throughout the years, but it has always been
framed as a demographic/social policy tool (for a long time it was
also called the “social policy benefit’—szocidlpolitikai kedvezmény,
nicknamed szocpol) allocated according to the number of children
in a family. Since the early 2000s this has been complemented by
the second main instrument of access to homeownership: mortgage
lending. Mortgage lending was kick-started by the introduction of a state-
subsidised mortgage programme in 2001, and then expanded very
rapidly until 2010: there was a 35-fold increase in the stock of out-
standing mortgages between 2000 and 2010 (Hegediis and Somogyi
2016). The subsidised mortgage programme was stopped in 2004, but
by then the liberalisation of the banking sector made the widespread
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distribution of cheap mortgages denominated in foreign currencies pos-
sible (Pdsfai et al. 2018).

Both “strands” are highly publicised housing policy initiatives,
but are rarely linked in public discourse. However, they are mutually
dependent on each other: the non-refundable housing allocation dis-
tributed on a “demographic” basis (szocpol) is rarely sufficient in itself
for acquiring property, and its efficiency is thus largely dependent on
the availability of mortgages (or significant household savings). On the
other hand, many households would not have the necessary capital for
their downpayment for a mortgage without the non-refundable housing
allocation. Thus, the latter is practically often used as a tool for capi-
talising otherwise not creditworthy households. This complementarity
is well observed in the current situation, where a new wave of housing
subsidies (this time called the “allocation for the home creation of fami-
lies™; csalddok otthonteremtési kedvezménye, or CSOK) was introduced at
the beginning of 2016 in a context of historically low interest rates, and
coupled with an impressive decrease (from 27 to 5%) of VAT on new
housing construction. Currently, 80% of households receiving CSOK
also have a mortgage: thus, although the family-based housing subsidy
is framed as an instrument supporting deserving, employed, child-
bearing Hungarian families, it actually becomes a tool catalysing further
household indebtedness.* Furthermore, the current housing subsidy
(CSOK) has a few notable changes compared to its predecessor (szocpol)
that orient it even more towards new construction and towards house-
holds of higher social status. The latter can be achieved by cancelling
the maximum value of real estate the subsidy can be used for, as well as
through stricter employment and income criteria for the beneficiaries.
As a result, the circle of households who can access this subsidy is nar-
rower.” A project done by an NGO working in a poor and segregated
Roma community demonstrated how families living in housing poverty
have no possibility to benefit from this housing allocation.

In the liberal facet of Hungarian housing policy, the government
claims that it does not wish to intervene in or “distort” market pro-
cesses,” and strongly relies on an agenda of privatising risks, costs and
also operative management of housing provision. This privatisation of
housing provision goes two ways: primarily, it means a strong reliance
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on individual resources of households (the notion of “self-reliance” or
“self-care”—dngondoskodds is absolutely central in government commu-
nication) through intergenerational transfers, private individual con-
struction and individual indebtedness.® The other aspect of privatised
housing provision is to economic actors. The role of economic actors,
mainly banks involved in housing finance, is crucial from the concep-
tion to the implementation of housing policy. Since the above-described
instruments are individually allocated financial transfers, financial insti-
tutions have become front-desk operators of housing policy in Hungary.
This means that their role is crucial in consultation processes leading
up to the definition of policies, and also that they are the institutions
managing the implementation of housing policy. This strategy of priva-
tising implementation is particularly important for Hungarian decision-
makers, who—in line with the liberal idea of self-reliance—do not wish
to sustain a public apparatus in this sector.”

This neoliberal housing policy, which dominantly relies on a credit-
based access to homeownership, is inherently polarising both socially
and spatially. A credit-based housing finance system necessarily benefits
households that have a higher wealth and income status. In their case a
mortgage can act as an effective means of leverage in the process of indi-
vidual wealth accumulation. This becomes particularly important in the
context of a society where inheritance and inter-generational transfers
play a crucial role in access to housing. Credit lending policies of finan-
cial institutions are constructed in a way to favour clients with more
reliable economic indicators, thus better-off households will receive
credit with much better underwriting criteria.!® Policy instruments
focusing on subsidising the cost of credit are thus disproportionally
channelled to middle-class households (Hegediis 2006) and to econom-
ically more prosperous geographical areas. A housing finance system
based on individual credit (and additionally channelling state subsidies
into property acquisition without any concern for affordability) will
necessarily be translated into house price hikes very quickly. Current
house price increases mainly affect core urban housing markets, which
are already under pressure, reinforcing existing spatial unevenness.
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The selectivity of credit distribution is also true in a spatial sense;
meaning that it is more difficult to secure external financing for
housing in smaller or economically worse off localities. The spatial
patterns of the Hungarian housing market in the past three decades
have largely been determined by the mortgage lending policies of
financial institutions. The dominant tendencies can be grasped by the
dual, polarising terms of financial overinclusion and redlining (Aalbers
2008). These notions allow us to grasp the dual pattern of homoge-
nisation and differentiation inherent to uneven spatial development.
The former is a pattern of including social and geographical entities
which were previously excluded from financial services. However, in
the mid-and long term, this inclusion also creates the vehicle which
allows for the extraction of resources from these more peripheral/mar-
ginal spaces and social groups. Consequently, a new wave of spatial
(known as redlining) and social exclusion follows, as a strategy of risk
management for the stakeholders involved in the process. The geogra-
phy of overinclusion and redlining largely overlap (Aalbers 2008). The
story of Hungarian mortgage lending is well described in this logic.
In the period preceding the financial crisis, mortgage lending rapidly
rolled out in Hungary as the main tool of access to housing. This was
supported by the two main policy instruments we identify as con-
stituting the liberal facet of Hungarian housing policy: family-based
housing allocation and the state-subsidised mortgage programme.
From 2000 to roughly 2008-2010 ever broader social and spatial seg-
ments were included in mortgage lending. The market incentives of
financial institutions, the social need generated by the lack of other
channels of access to housing, and the progressively relaxed criteria for
access to state subsidies reinforced each other in this process. During
this period, mortgages were granted to households with weaker
repayment capacities, or in localities that later proved to be immo-
bile in terms of housing market activity. When the financial crisis hit
Hungary, a social crisis of over-indebtedness, as well as a geography of
financial overinclusion emerged (Bohle 2013).
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What we call the geography of financial overinclusion are the areas
where housing markets were most direly affected by the financial cri-
sis. These are areas where house prices dropped the most significantly
and default on mortgage payments represented a serious social issue. In
these areas housing markets are—up until today—dominated by the
sale of properties serving as collateral for non-performing mortgages.!!
Following the crisis, banks in Hungary introduced much stricter redlin-
ing policies, excluding certain geographical localities from their mort-
gage lending. Although this would need further empirical investigation,
our initial analysis suggests that the geography of previous financial
overinclusion and post-crisis geographies of redlining largely overlap.!?
This is also a consequence of the fact that redlining lists are (among
other things) constructed based on employment and housing transac-
tion statistics.

How does this geography of mortgage lending link up to the hous-
ing policy instruments described above? According to data provided by
one of the most important banks in Hungary, the housing allocation
provided to families (szocpol) was proportionally much more important
in villages and smaller cities in the years before the crisis.!> Currently,
after one and a half years of the “new” type of family housing alloca-
tion (CSOK; introduced in early 2016) we can say that the narrower
socio-spatial focus of the current subsidy is clear compared to the
pre-crisis period: villages are now receiving much less of this allocation,
and the main beneficiaries are “intermediary” urban areas that have
somewhat lower house prices.'*

We can broadly identify (mainly based on evidence from interviews
conducted with housing market actors in various locations) three typi-
cal geographies produced by Hungarian liberal housing policies. On the
one hand, the core (most central) areas are the ones where capital (both
mortgages and state subsidies) is concentrated in periods of crisis, and
which are the primary beneficiaries of re-launching the housing mar-
ket. The controversy is that these areas would have prospering housing
market activity even without any state subsidies. However, since these
subsidies are not tied to any income restrictions, nor are they spatially
targeted, eligible households often use them in these “core” locations as
a supplement to their investment.
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Secondly, the areas which are the most affected by government hous-
ing policies and where non-refundable subsidies used to access home-
ownership have the strongest effect are the spaces which we coin as the
“peripheries of cores”. Concretely, these mean the immediate agglomer-
ation area of Budapest, or major secondary cities and their immediate
outskirts. These are places which are not excluded by banks’ redlining
policies, and where households can strike a manageable balance between
housing affordability and access to employment. In these areas, the pro-
portion of households benefiting from the non-refundable housing sub-
sidies is extremely high (in some places 80-90% of all transactions).
Often, these households would not have sufficient savings to acquire
a mortgage without the state subsidy. Thus, liberal housing policies
have the most direct effect on these “intermediary” housing markets.
Furthermore, these are the spaces where subsequent waves of government
housing policy have left their trace in a superimposed way, and which
become key areas for housing mobility and geographical mobility as well.
For instance, families acquiring property in the suburbs of certain major
second-tier cities (e.g. Debrecen) during the mortgage boom of the early
2000s can now often benefit from the new housing allocation in their
own trajectory of housing mobility, investing in the centre of the city.
Housing markets of specific cities or agglomeration areas (e.g. the imme-
diate eastern suburbs of Budapest) where the majority of housing trans-
actions were previously realised with cheap mortgages (either subsidised
or foreign currency mortgages) are also currently being mobilised by the
new wave of public subsidies after years of immobility.

The third geography we identify is that of peripheralised housing
markets. These are places which may have shown some housing mar-
ket activity in the most expansive phase of mortgage lending, but which
experienced dropping house prices and a completely frozen housing
market in recent years. In these areas house prices are so low that the
family-based housing subsidy can be sufficient in itself for buying prop-
erty, often pushing non-creditworthy households to buy here. Before the
crisis this was a quite widespread practice and led to situations of segre-
gation and blocked mobility (families being trapped in the bad quality
housing they could acquire this way), increasing socio-spatial uneven-
ness. Currently, due to stricter rules of access, this usage of the subsidy
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is less common/not possible on a wide scale. Furthermore, within these
peripheralised spaces there are also certain localities (most notably small
villages of the eastern and southern peripheries) which have been contin-
uously declining since the early 1990s. The spatial marginality produced
by structural processes of economic transformation has been reinforced
by the above-described processes of the housing market.

Since 2010, the government has introduced a number of measures
aimed at handling the social and economic crisis of defaulting mort-
gages. As a result, access to credit has become much more restricted (both
socially and spatially), and the housing market is becoming even more
unequal. Having “learned the lesson” that financial overinclusion induces
crisis, there was an aggressive political discourse of anti-liberalism and
stricter regulation in relation to housing finance between 2010 and 2015.
However, it is important to see how this anti-liberalism remains to be a
political rhetoric, since the fundamental elements of a financialised hous-
ing regime are currently being quite efficiently reconstructed. From 2015
onwards, the previous family-based housing allocation was rebranded as
“CSOK” and mortgage lending started to be promoted again. The dis-
course supporting this new rollout of the same liberal housing finance
system is that this time house price increases are supported by economic
growth, mortgage lending is prudent and regulated, and the housing
market is experiencing a healthy recovery, without any bubbles burst-
ing. All actors are aiming to prove that they will not commit the same
“mistake” again. However, looking at the socio-economic reality behind
this political narrative shows that it is fragile from several points of view.
At the moment housing finance institutions can profitably function
while targeting only a more restricted pool of customers. In the mean-
time, no other, radically different housing finance instruments have been
introduced, there is thus an increasing share of Hungarian society who
simply do not have access to any channels of housing finance. This will
likely result in increasing social pressure generated from below, which
will meet the financial institutions” incentive for market expansion once
their current market is saturated. In the absence of other policy meas-
ures, this could lead to similar patterns of financial overinclusion as
before the crisis (if current regulations are relaxed in response to these
pressures). A further limitation is that household savings currently being
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channelled into housing will diminish if there is no significant increase in
wage levels (which could lead to increased savings). This, along with the
persistent lack of long-term financial resources in the Hungarian bank-
ing sector (G4l 2014), means that in the long term, financial resources
for this model of privatised housing provision risk drying up—both
on a household and on a corporate scale. Thus, although the declared
objectives of these liberal housing policy instruments are demographic
and economic growth, we can see how the socio-spatial unevenness pro-
duced as a consequence is not incidental, but incremental to this policy
approach to housing.

3 The Social Facet of Housing Policy

Even though the dominant, albeit not necessarily explicit principle of
Hungarian housing policy is a primarily liberal one, it has always been
coupled with a social facet, which supposedly had to manage the neg-
ative consequences of uneven development. From a spatial perspec-
tive the function of the social facet has been to contain the tensions in
those marginal and peripheral spaces, which are never reached by lib-
eral interventions. Within this supposedly socially sensitive domain of
housing interventions we can differentiate between two different types
of institutional logics. One (1) is the logic of the ever more paternalis-
ing welfare benefits connected to housing-related problems, while the
other (2) is the “project society” (Sampson 2002) logic of territorially
focused, integrated interventions. While the former logic is the prod-
uct of regime change, the latter is shaped by the Europeanisation of
Hungary: the emergence of the idea of “integrated social urban rehabil-
itations” is tightly connected to Western European impacts and to the
mainstreaming of urban policy within the EU (cf. Piattoni and Polverari
2016, 413-26). Moreover, and probably more importantly, such terri-
torially focused and supposedly socially sensitive public investments
are funded almost exclusively by the Structural Funds of the European
Union. Thus when analysing the social facet of fragmented housing pol-
icies in Hungary, we should pay attention to the functional intercon-
nection and the changing relation of these two types of logics.
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The welfare type of intervention was codified in 1993 by the new
Act on Social Policy. The basic logic of this intervention—called “hous-
ing maintenance benefit” (lakdsfenntartdsi tdmogatds)—was that local
governments could support those families that have housing-related
difficulties. The exact amount and the details of targeting were deter-
mined by local governments, but research has shown that generally these
benefits did not necessarily reach either socially or spatially the poorest
households (Misetics 2017; Havasi 2005, 77). Even if they reached peo-
ple living in housing poverty, the amount of the benefit was extremely
low (Misetics 2013). In 2004 there was a reform, and the amount of
the benefit was nominally doubled (in real terms the average amount of
the benefit did not change substantially between 1995 and 2014). At its
peak, around 2011, more than half a million households got this bene-
fit, but its average amount was no more than 15 EUR (Misetics 2013).

All in all, the “housing maintenance benefit” was neither a political
priority, nor an effective policy tool. For example in 2009 the govern-
ment spent 17.7 billion HUF on them, while they spent 10 times as
much on measures supporting homeownership (Misetics 2013, 52). In
sum, housing benefits followed a similar logic to welfare benefits in gen-
eral after 1989. Instead of helping to ameliorate poverty and decrease
polarisation that were catalysed by the liberalising reforms of the 1990s,
they solidified the boundaries of a sort of “welfare prison”, in which
poor people are trapped and controlled by welfare institutions, instead
of being helped to live in dignity (Szalai 2007). As Szalai states, a deeply
divided institutional framework emerged, where on the one side there
were non-supported citizens successful in the liberal market processes,
and on the other side there were the needy who had fallen into the trap
of the ghettoised welfare sub-system. Both socially and spatially the
dualisation of society—into the well-off and poor groups—was prob-
ably slightly slowed down by benefits similar to housing maintenance
benefit, but definitely not stopped. The proof of this is the emergence
of segregated large-scale rural spaces (Virdg 2010) and pockets of urban
poverty (Laddnyi 2008; Laddnyi and Virdg 2009) in the post-1989
period, where people live in segregation, in very bad quality buildings
and without the hope of entering the world of formal labour.
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Moreover, after the landslide victory of right-wing Fidesz in 2010,
resulting in the party’s constitutional majority in parliament, the situ-
ation got even worse for poor people. A recently published overview of
social policies in Hungary showed that since 2010—for the first time in
the post-1989 history of Hungary—a coherent social vision has been
carried out, which systematically contributes to the social and spatial
polarisation of society (Ferge 2017). Fidesz explicitly supports the shift
from welfare to workfare, which meant for example the suspension of
centrally financed “housing maintenance benefits” (Misetics 2017).
Now it is up to local governments whether they allocate resources for
such issues or not—and it seems that this worsened the situation of
those living in housing poverty (Kovits 2016).!> The criteria for allo-
cating the benefit again is up to local governments, and may contain
elements such as “a clean and orderly living environment”, which results
in growing dependence and exposure of the needy to the local authori-
ties. Local politicians, street-level bureaucrats and social workers became
those proxy actors, who on the one hand suffer—both professionally
and personally—from austerity measures that characterise the shift from
welfare to workfare, and on the other hand manage and contain the
frustration of citizens trapped in poverty. Amidst a general societal cri-
sis the housing crisis is deepening (Udvarhelyi 2014), and geographical
unevenness is on the rise (Kods and Virdg 2010), while the only cen-
trally allocated housing-related benefit targeting people living in poverty
was suspended.

At the same time, from the early 2000s another type of intervention
into housing took shape: EU-funded territorial investments. The logic of
these types of investments has been to delineate an “action area” and to
concentrate various types of resources within an intensive project. The
keyword for such projects is that the interventions must be “integrated”.
This means that various types of activities should be mixed, most nota-
bly hard and soft elements. In other words, infrastructural interven-
tions (renovating residential buildings or flats, renewing public spaces
or public buildings, building communal spaces, etc.) should be mixed
with social and educational interventions (vocational training, inten-
sive social work, supporting job finding, childcare, crime prevention,
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health-related programmes, etc.). Geographically all these interventions
must be carried out in an “action area”, which supposedly secures com-
plex treatment of the complex problems identified during planning. In
order to delineate an action area, it must fulfil certain statistical criteria:
the segregation index should be above a certain value. Currently the seg-
regation index is the proportion of people without a formal wage and
who had undergone maximum primary education in the 15- to 59-year-
old population of a given territory, and a territory counts as a “segre-
gated area” if this index is above 35%. According to a recent study 3%
of the population of Hungary, ca. 300,000 people, live in such segre-
gated residential areas (Koltai 2014, 52). 60% of these areas are in small
settlements, the remaining 40% are in cities, but only 2% of them are
in Budapest (Domokos and Herczeg 2010, 89); thus unlike in Western
Europe, these segregated slums are dominantly located in rural settings.

Between 2007 and 2013 ca. 195 billion HUF (667 million EUR in
2013 prices) were jointly allocated for territorially focused interven-
tions in Hungary, which is almost the same amount that the govern-
ment spent yearly in this period on liberal housing related measures.
However, this amount was divided into three main types of activities
for dozens of different causes during the programming period: “func-
tion enhancing urban rehabilitation” (140 billion HUF), “social urban
rehabilitation” (48 billion HUF) and “slum elimination” projects (ca. 11
billion HUF) (Koltai 2014; Terra Studié Kft. 2017). The first of these
lies outside the scope of this chapter, as it focused on urban centres,
without any social criteria. However, taking into account the experience
of similar projects before 2007, it is very likely that these projects con-
tributed to gentrification and displacement in urban downtowns (Nagy
and Timdr 2007; Somogyi etal. 2007), and thus generally they also
contributed to the production of unevenness.

The second, “social urban rehabilitation” was introduced in
order to prevent the negative social effects of rehabilitation-induced
displacement and polarisation. Only segregated areas could be deline-
ated as action areas, and there were dozens of projects in this period in
locations where formerly no public investment took place for decades.
While this could be a progressive step against uneven develop-
ment, it seems that many projects were controversial in spite of their
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explicit socially sensitive framing. One type of controversy is rooted in
the project logic of these interventions: local governments often sus-
pend the management of activities after the project is closed, because
their lack of commitment to the goals of projects makes them see
these investments as “financially unsustainable”. As the bottom line
of social urban rehabilitations would be to provide complex social ser-
vices and physical upgrading for mid- or long-term periods, often the
rapid abandonment of activities results in the disillusionment of the
residents. Another type of controversy is induced by the structural sit-
uation of local governments, who are the official beneficiaries of these
projects. As in many cases they suffer from insufficient central govern-
mental subsidies and consequently from an unsustainable fiscal situa-
tion, they try to capitalise on every incoming financial resource. This
frequently means attempting to “tick the necessary boxes” needed for
EU funds, and then spending the money on other types of activities
than the ones which would genuinely help people in marginalised sit-
uations. There were examples of renovating churches, which were not
frequently visited by the locally less well off, as “communal” infra-
structure projects, instead of renovating nearby social housing units
without basic amenities. A third type of controversy may be that even
though the interventions help a few dozen families materially, the spill-
over effect of the project catalyses a process of gentrification, that in
turn prices out poor people from the territory. This is what happened
in one of the showcase social urban rehabilitation projects in the 8th
District of Budapest (Czirfusz et al. 2015). A fourth type of controversy
is connected to spatially targeting these interventions. As delineation is
done by the local government, there is room to manoeuvre to decide
which segregated area will benefit from the projects. Unfortunately,
the selection criteria were often out of line with the social sensitiv-
ity of the tenders; in other words, the principle of targeting was not
based on the needs of the residents, but on other—mainly political—
factors. For example, in one case the selection of the action area out
of ten existing segregated areas was done by the local mayor based
on which of these interventions would be the most popular for the
local middle classes (and result in potentially more votes in the next
election).
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Thirdly, slum elimination—with a total budget of 12 billion HUF—
was introduced at the end of the 2007-2013 programming period. This
focused on both segregated areas and slums, but had a more crystal-
lised philosophy. Local governments had to form a consortium with a
nation-wide public institution and with an NGO in order to upgrade
physically and socially the segregated slums. Instead of desegregating
(i.e. demolishing the buildings and relocating the residents to “inte-
grated” neighbourhoods) the projects aimed to keep the residents in
place and provide social services locally with the continuous presence
of social workers. This philosophy was criticised by various professionals
and was nicknamed “beautifying the ghettos”, mainly because the roots
of the problems (i.e. the structural factors leading to the systematic pro-
duction of marginalised territories) were not targeted, only the most
basic needs of the residents (installing a place to wash their clothes and
to have a shower, etc.). From another point of view, these projects also
had a controlling, regulating function: many times CCTV cameras were
installed, while little assistance was given to ease the burden on house-
hold budgets and similar needs. No doubt such support, though small,
helped households, nevertheless, it would be hard to depict slum elim-
ination projects as a systemic answer to the production of unevenness.

All in all, the effectiveness of the programmes that we identified as
constituents of the social facet of housing intervention is at the least
questionable. The logic of welfare types of benefits contributed to the
institutional dualisation of Hungarian society, not to speak of the rel-
ative fiscal insignificance of such public subsidies compared to lib-
eral interventions. Furthermore, with the recent shift from welfare
to workfare, this hidden dualising effect became explicit. For example
Jdnos Lédzdr, who is now the minister responsible for supervising all
EU-funded investment activities, stated in 2011 that “who has nothing
is worth nothing” (Index.hu 2011). At the same time, while the rhetoric
of emerging logic-based EU-funded projects ran counter to the hous-
ing-related liberal principles of the government, their effects cannot
systematically counteract the dualisation caused by all the other public
interventions. Moreover, with the inflow of such transfers, the govern-
ment was able to fiscally back out from the support of people affected
by housing poverty.
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4 Conclusion

The aim of this chapter was to analyse housing-related governmental
interventions in Hungary within a holistic framework. Even though
since 1989 housing has been governed in a fragmented institutional
environment by allocating various functions to different public and
private institutions, we believe that there is a certain systematic logic
behind institutional fragmentation, which results in the (re)production
of socio-spatial unevenness.

Our chapter is a contribution to the recently expanding body of lit-
erature in economic geography, which aims to understand how uneven
development unfolds in various ways under financial capitalism.
Furthermore, it is a contribution to the political economic understand-
ing of housing policy interventions (also strongly relating to the notion
of housing financialisation). Although these conceptual approaches usu-
ally build their arguments based on empirical material from Western
European and Anglo-Saxon cases, we believe it is important to balance
this bias and give theoretical arguments from the position of non-core
social realities. In our understanding this is an essential step to engaging
with issues like regional and local development, and especially their rela-
tion to polarising tendencies in different contemporary post-crisis settings.

In Hungary, the liberal facet of housing policy receives significantly
more budgetary resources than interventions in the social facet of
housing policy. Since its declared aims are demographic and economic
growth, it is not at all concerned with socio-spatial equity. Furthermore,
while the former is a generalised, nationally implemented policy, the lat-
ter measures are often spatially localised and financially dependent on
local municipalities (struggling with a constant lack of resources). Thus
they are inherently uneven and are not able to do more than intervene
on a small scale in situations of marginalised housing. This is similar to
how general welfare instruments developed in the 1990s, which in the
end had the effect of enclosing recipients in an enclave of poverty—
both societally and spatially (Szalai 2007).

The liberal facet of housing policies is dominant in Hungary, with
mortgage-based individual homeownership being the only form of
housing tenure supported by the government. The two main policy
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instruments of this housing regime are a non-refundable government
subsidy allocated according to the number of children in a family, and
subsidised mortgages. Although these policies are not articulated in a
spatial way and claim to generally benefit households across the whole
social spectrum, we have seen that in fact they implicitly reproduce
socio-spatial unevenness. Social polarisation is the result of a funda-
mentally credit-based housing finance system, which necessarily favours
better-off households. The non-refundable housing allocation serves as
a means of leveraging credit in 80% of the cases, and thus only facil-
itates access to further mortgage debt for a specific, selected pool of
households. This—along with the fact that housing-related subsidies for
housing acquisition are managed by banks—places a major part of the
entire Hungarian housing finance system under the institutional logic
of financial institutions. This logic—especially in the aftermath of the
global financial crisis—is one of increased risk management, leading to
more social and spatial selectivity. As a result, the uneven spatial struc-
ture of the Hungarian housing market is reinforced.

At the other end of the spectrum of housing-related interventions,
the most symbolic policy instruments aiming to target poorer house-
holds are the housing maintenance benefit, which follows the logic of
welfare benefits, and various tools used in integrated territorial develop-
ment, which follow the logic of project society. While housing-related
benefits are socially but not spatially targeted, they are delegated to local
municipalities (similarly to the management of the very small remaining
public housing stock), but through the lack of national-scale engage-
ment reproduce spatial unevenness. On the other hand, territorially
focused, supposedly “social” urban rehabilitation policies targeting the
less well off inhabitants of social housing units are a very clearly spatially
articulated set of policies. These latter policies are financed by territo-
rial operational programmes within the national financing mechanisms
for distributing European Union cohesion funds. The fact that invest-
ment in public housing practically on/y happens when EU funds can be
used for this purpose already demonstrates the low priority of this issue
in Hungarian policy-making. We do not claim that intervention in the
housing situation of marginalised groups would necessarily produce fur-
ther unevenness in general. But these spatially localised interventions in
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the dilapidated public housing stock do not give systemic responses to
the socio-spatial inequalities produced by the dominant housing regime,
and often induce further processes of marginalisation.

Alrogether, there is a growing segment of Hungarian society that is
not reached by either the liberal or the social facets of housing policy. As
for liberal side of housing policies, many households do not fit into the
stricter mortgage lending criteria put in place after the crisis or the polit-
ically preferred family model, which grants access to non-refundable
subsidies. Thus, many households will not be able to access homeown-
ership, and will have to solve their housing problems by other means.
Within the social facet of housing policies, there is a tendency to con-
tinuously narrow the scope of these interventions. Local municipalities
are constantly diminishing their housing stock, and—in the context of
a complete lack of central government funding for these purposes—are
aiming to limit all housing-related budgetary expenditures. As a result,
more and more households find themselves outside the scope of hous-
ing policies—both liberal and social. They do not have access to indi-
vidual, mortgage-based homeownership or to an increasingly restricted
social housing stock. In this widening gap between the two ends of the
currently existing housing policy, new forms of housing provision are
developing, which are mostly invisible both to research and to policy.
The actors driving these new forms are individual households in need of
housing, and new smaller scale market actors recognising this gap.

The best response to this situation is not a new wave of excessive
mortgage lending, similar to what happened before the crisis (which
would attempt to push everyone into the dominant liberal housing
model). Rather, new forms of affordable housing need to be devel-
oped. It is clear that publicly owned housing in its current form can-
not respond to these needs. As long as local municipalities despite
lacking financial resources remain the owners of public housing units,
there will always be the political will not to displace the less well off and
instead provide new resources for renovation (or construction) from the
European Union in a timely fashion. What is needed is state interven-
tion either in the form of state-owned social housing, developed within
the framework of a national-scale programme, or in the form of provid-
ing support to create the institutional-legal and financial preconditions
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for a new institutionalised rental housing sector. These new institutions
of rental housing could range from publicly regulated housing compa-
nies to self-managed housing cooperatives, and could start filling the
gap between the two extremes of current, polarising housing policies.

Notes

1. Based on interviews conducted with various Hungarian urban experts.

2. We use “liberal” here in a generic sense, referring to housing policies
that generally point in the direction of privatised risks and costs of
housing provision, as well as a housing model based on ownership and
debt. This is what Crouch (2009) calls privatised Keynesianism, or the
privatisation of risk, or what Aalbers (2017) calls a general direction of
housing financialisation along different trajectories. We contrast it with
the idea of “social” housing policies understood in a broad sense.

3. Interview conducted with a high-ranking public official responsible for
housing-related financial instruments within the Ministry of National
Economy.

4. Interview conducted with a high-ranking public official responsible for
housing-related financial instruments within the Ministry of National
Economys; referencing internally available statistics from the Hungarian
National Bank.

5. This is confirmed by interviews conducted with various real estate
agents in second-tier cities (e.g. Békéscsaba, Kecskemét, Miskolc), as
well as by interviews conducted with financial institutions distributing
this subsidy.

6. This was a community-led project concentrating on housing issues in
Bag (a town in the eastern agglomeration area of Budapest). The web-
site of the program is available at http://bagazs.org/mit-csinalunk/hal-
lasd-a-hangod/; and a video about the results (this is where they address
the issue of CSOK) can be viewed at https://youtu.be/zaQi2_Z0a4M.

7. Interview conducted with a high-ranking public official responsible for
housing-related financial instruments within the Ministry of National
Economy.

8. This element of self-care is perhaps most obviously put forward in
a third important housing policy instrument: the “housing savings


http://bagazs.org/mit-csinalunk/hallasd-a-hangod/
http://bagazs.org/mit-csinalunk/hallasd-a-hangod/
https://youtu.be/zaQi2_Z0a4M

10.

11.

12.

13.

14.

15.

9 Reproducing Socio-Spatial Unevenness ... 219

contracts” (based on the German Bausparkassen model) which are con-
stantly increasing in size and importance.

Interview conducted with a high-ranking public official responsible for
housing-related financial instruments within the Ministry of National
Economy; interview conducted with the person responsible for mort-
gage lending within the largest Hungarian bank; interview conducted
with representatives of the Hungarian National Bank working on issues
of housing finance.

Interviews conducted with various financial institutions involved in
mortgage lending.

Based on interviews conducted with real estate agents in the eastern
agglomeration area of Budapest, as well as in the agglomeration area of
a large city in a de-industrialised region (Miskolc).

This claim is made based on data provided by the largest Hungarian
bank about their mortgage lending, and based on data from the
Hungarian National Bank about non-performing loans. However, nei-
ther of these data sets are available on a sufficiently detailed geograph-
ical scale to be able to identify very precise overlapping geographies.
The most we can claim is that an institutional and spatial tendency
definitely exists that supports a causal link between the geographies of
financial overinclusion and exclusion.

We have compared these data to the number of inhabitants in the given
settlement category—but this dominance of small settlements would
be even stronger if we compared the data to the number of housing
transactions.

Based on interviews conducted with a number of real estate and loan
agents from the financial institutions involved in distributing this
subsidy.

This move, that the costs of providing social services for the less well
off are put on the shoulders of local governments, while the necessary
financial means are not provided centrally, fits well with the more gen-
eral process in post-1989 Hungary. This process was called “decentral-
ization without subsidiarity” by Andrds Vigvdri (2008), who described
how several duties were delegated to local governments in the name
of autonomy, while financial autonomy was not granted for them.
Although after 2010 recentralisation replaced decentralisation as
the main tendency in the relation between the central and local gov-
ernments, there continue to be areas that chime with what Vigvdri

described.
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