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ABSTRACT
This paper examines the role of church-based organisations in the context of the transform-
ing welfare state. It starts from the premise that the presence of these organisations cannot be
understood merely as a complementary form of service provision, but rather in relation to the
structural transformation of welfare systems. Over recent decades, processes such as the out-
sourcing of public responsibilities, the growing involvement of non-state actors, and the expan-
sion of welfare pluralism have reshaped the institutional framework of welfare provision. In this
changing environment, church-based providers operate simultaneously within state regulatory
and funding frameworks, professional standards of service provision, and their own value-based
organisational logics, resulting in a distinct, multi-level form of institutional embeddedness.
The paper interprets this position within a theoretical framework: first, by examining the
influence of religious traditions on the development of welfare states; second, by reviewing
key approaches to welfare state transformation; third, by analysing the contemporary role of
church-based organisations; and finally, by identifying the mechanisms of institutional embed-
dedness through the concepts of outsourcing and welfare pluralism. The analysis argues that
church-based providers are not peripheral actors but integral components of welfare provision,
occupying an intermediary position that connects state, professional, and value-based logics.
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INTRODUCTION

This paper examines the role of church-based organisations in the context of the transforming welfare
state. Over recent decades, welfare systems have undergone structural changes that have reshaped
the division of responsibilities between state and non-state actors. Within this process, church-based
providers do not simply function as complementary actors in service provision, but have become
institutionally embedded participants in welfare provision.

The central argument of the paper is that the current position of church-based organisations can
be understood as a consequence of the structural transformation of the welfare state. Processes such
as outsourcing, the expansion of welfare pluralism, and the reconfiguration of state involvement have
created an institutional environment in which the provision of public services increasingly relies on
the cooperation of multiple actors. In this context, church-based providers operate simultaneously
within state regulatory and funding frameworks, professional requirements of service provision, and
their own value-based organisational logics.

This multi-level embeddedness is not merely an operational feature, but also shapes the ways
in which church-based organisations participate in the organisation and transformation of welfare
provision. The paper seeks to provide a theoretical interpretation of this institutional position. To this
end, it first examines the role of religious traditions in shaping the development of welfare states,
then reviews key theoretical approaches to welfare state transformation. It subsequently analyses the
evolving role of church-based organisations in contemporary welfare systems, and finally explores
the mechanisms that enable their institutional embeddedness through the concepts of outsourcing
and welfare pluralism.

The structure of the paper follows this analytical logic. It begins by examining the influence
of religious traditions on the development of welfare states, not as explanatory variables, but as a
historical and normative background within which the presence of church-based organisations be-
comes meaningful. This is followed by a review of theoretical approaches to welfare state transfor-
mation, which define the structural context in which the role of church-based providers changes.
The next step focuses on the role of church-based organisations in contemporary welfare systems,
concentrating on the institutional forms and operational patterns through which this transformed
position becomes visible. Finally, the paper analyses outsourcing and welfare pluralism as key
mechanisms that enable church-based providers to become structurally embedded in welfare
provision.
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THE IMPACT OF RELIGIOUS TRADITIONS ON THE DEVELOPMENT OF
WELFARE STATES

Religious traditions are not merely present as cultural legacies, but can also be understood as
key factors shaping the institutional development and normative frameworks of welfare states.
The presence of church-based organisations is not a product of contemporary welfare systems,
but rather a historically embedded phenomenon. Theoretical and empirical analyses of welfare
systems relatively rarely address the relationship between the state and the church, as well as
the role of religion in structuring social organisation within welfare state frameworks, as noted
by Sigrun Kahl (KaHL 2005, cited in CZIBERE 2021).

This gap has been addressed by a growing body of European research over the past dec-
ade, which has focused on the formal and informal linkages between faith-based organisations
(FBOs) and the state. Such an approach is represented in the work of BEAUMONT AND CLOKE,
who focus on the role of religious actors in welfare provision and their political and spiritual
dimensions (BEAUMONT — CLOKE 2012). Social theoretical approaches to secularisation and the
changing role of religious institutions open up an important field of interpretation (HABERMAS
2006), while the concrete practice of church involvement in public service provision remains
strongly shaped by legal and institutional frameworks.

In Hungary, post-1990 legislation, particularly amendments to laws concerning churches,
has moved towards a hybrid model in which churches play an increasingly prominent role in the
provision of public services. This is especially evident in the fields of education and social care.
The participation of religious communities in public service provision is therefore not merely a
matter of service capacity, but is tied to a complex set of legal statuses and institutional arrange-
ments. In the Hungarian model, the state partially contracts out welfare service provision to
church-based actors, while the relationship between organisational autonomy and state control
remains subject to ongoing renegotiation, particularly with regard to normative state funding
and professional regulatory frameworks (TOROK 2021).

ANTALOCZY (2012. 45-52) emphasises that the principle of state neutrality in matters of
worldview does not exclude the involvement of churches in public service provision; on the
contrary, it may be justified in the context of social pluralism. At the same time, he highlights
that the relationship between state funding and church autonomy represents a fragile balance:
excessive state intervention in internal organisational functioning may violate religious free-
dom, while complete state withdrawal may jeopardise the proper use of public funds and the
protection of the public interest. The examination of state—church relations is therefore not
merely a theoretical issue, but a key framework shaping the everyday operation of church-based
welfare institutions.

According to Philip MaNow (2004), the development of welfare states in European na-
tion-states can be traced back to Christian religious traditions, which have given rise to different
types of welfare regimes. These aspects, particularly the role of religious background, are not
reflected in ESPING-ANDERSEN’S classical typology of three welfare regimes (MaNow 2004,
cited in CzIBERE 2021). Religious traditions have influenced not only the introduction of welfare
services but also the broader institutional development of national welfare systems (KaHL 2005,
cited in Czibere 2021). The historical differences between traditionally Protestant and Catholic
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European countries are linked by KaHL (2005) and MaNow (2004) to ESPING-ANDERSEN’S ty-
pology, with particular attention to the religious foundations of poverty relief measures (cited
in Czibere 2021). Their analysis starts from medieval interpretations of poverty and examines
the impact of the Reformation on Catholic, Lutheran, and Calvinist (Reformed) traditions of
poor relief, including differences in conceptions of salvation, work, and “non-work” (begging).
Building on these denominational differences, they trace the institutional development of poor
relief, the varying models of state—church relations, and the influence of religious factors on the
timing, structure, and objectives of social assistance (KaHL 2005, cited in CZIBERE 2021).

A key premise of KAHL’S (2005 cited in CzIBERE 2021) argument is that religion played
a decisive role in shaping societal attitudes towards welfare provision. A second premise is
that, over the course of historical development, Catholic, Reformed, and Lutheran responses to
poverty became embedded as fundamental principles within the normative structures of Euro-
pean societies. These religious traditions later had a substantial impact on the development of
welfare states, resulting in different interpretative patterns within welfare system structures. In
Anglo-Saxon countries, the principle of individual responsibility is more prominent, while in
Scandinavian and German welfare systems, collective solidarity is more characteristic. Kahl
argues that religiously rooted traditions of social organisation must be taken into account in the
historical development of welfare states, as Catholic, Lutheran, and Calvinist traditions have all
had a significant influence on poor relief and the broader welfare domain (CASTLES1994; KAHL
2005, cited in CZIBERE 2021).

According to Kahl, different denominational traditions approached poverty relief in distinct
ways, and these religious roots do not fit neatly into Esping-Andersen’s welfare typology. For
this reason, Kahl extends the typology by incorporating the influence of the “religious factor”,
particularly in relation to the timing, structure, and normative objectives of social assistance
(KaHL 2005: 95, cited in CziBERE 2021). His analysis demonstrates a clear relationship between
the dominant denominational traditions of particular countries and the perception of welfare
provision. This conclusion is also supported by Manow’s work, which arrives at similar findings
regarding the relationship between religious traditions and welfare state arrangements (MANOW
2004; KaHL 2005, cited in CziBERE 2021). Table 1 presents a comparison of social assistance
systems and social insurance models across different religious traditions.

Catholic Lutheran Calvinist / Reformed

Timing of major wel- Early social
fare state benefits (pen- Ay Late, assistance-based
. . o e Late insurance-based
sions, incapacity, sick- welfare states
welfare states
ness, unemployment)

Very late (e.g. France
1989, Ireland 1977; | Late (e.g.
Timing of social Italy, Spain, Greece, | Sweden 1980,
assistance Portugal: no com- Denmark 1976,
prehensive national | Germany 1961)
scheme to date)

Early (USA 1935,
United Kingdom
1948, Australia 1944)
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Catholic Lutheran Calvinist / Reformed

Fragmented (multiple
means-tested schemes
covering different
population groups and
risks)

Fragmented (mul-
tiple means-tested
schemes covering
different population
groups and risks)

Universal,
unified (a single
social assistance
scheme)

Structure of state sup-
port system

Generosity of social
assistance
Table 1. Denominational Background of Social Assistance Systems KAHL, S. (2005): The
Religious Roots of Modern Poverty Policy: Catholic, Lutheran and Reformed Protestant
Traditions Compared. European Journal of Sociology vol. 46. no. 1. 91-126. See also:
CZIBERE, K. (2021)

Limited Generous Limited

Religion is only one interpretative dimension in explaining why welfare benefit systems
have developed differently across European countries. According to Kanr (2005), historical
divergences were also shaped by economic policy principles as well as external economic and
international influences, including wars. Table 2 presents key questions of welfare provision
across different denominational traditions (KAHL 2005, cited in CzIBERE 2021), although this
is nuanced by the fact that some of Kahl’s conclusions raise questions as to whether they accu-
rately reflect the official teachings of Catholic theology. For example, poverty is not interpreted
within Catholic social teaching as a form of divine trial. According to the Catholic Lexicon,
“living conditions resulting from the scarcity of material goods are not considered to fall within
the domain of religion” (KatLex., “poverty”).

Similarly, work is not understood in Catholic tradition merely as an economic activity, but also
as a means of realising human dignity. The papal encyclical Quadragesimo anno (1931) provides
a detailed discussion of the relationship between labour and capital, the rights of workers, and the
principle of a just wage (QA 1931). The analyses of KAHL and MaNOw are significant in that they
introduce a new perspective into the typological interpretation of welfare states, although their
theological interpretation in certain respects remains primarily historical in nature.

Calvinism / Reformed

Catholicism Lutheranism .
Protestantism

A test from God, but

may also result from a A punishment from God;

Understanding of

A test from God . a sign of not being among
poverty lazy or immoral way
i the elect
of life
The status of work
. increases; work Rational and tireless
Hard work is a . .
. becomes a vocation; | work; accumulation
Work burden; working . . . .
. pursuing material beyond basic needs is
is necessary . .
gain beyond basic acceptable

needs is condemned
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Calvinism / Reformed

and undeserving

Catholicism Lutheranism Protestantism
State of grace Visible through By faith alone Throu.gh hard work and
good deeds material success
Sins may be . . .
. redeemed through | A repentant sinner Sins (1nc1ud.1ng lazu.less)
Forgiveness of . are not forgiven; strict ad-
. good deeds (e.g. | may regain grace, but
sins . . herence to rules and hard
giving alms to the | it cannot be purchased )
work are required
poor)
Begging Tolerated Punished Punished
Role of the state Rejected Accepted Rejected
Role of private .
charity Important Not important Important
Distinction be-
tween deserving | Not important Important Highly important

Individual vs
collective un-
derstanding of
poverty

Collective ap-
proach; poverty is
not stigmatised

Individualised; pover-
ty is stigmatised

Individualised; poverty is
stigmatised

Principles of poor
relief

Caritas: distri-
bution of alms
without strong
differentiation
among the poor

All poor should be
supported; those able
to work must work;
if unwilling, they are
compelled

Workhouse test: correc-
tion for the able-bodied;
assistance for those
unable to work

Hospitals for

Outdoor relief

Workhouse system,;

persistent poverty

institutional care
(e.g. hospitals)

Institutional different groups | financed from a . .
o outdoor relief combined
tradition up to the | of the poor; common fund/poor . . .
. . with decentralised private

19th century decentralised and | tax; centralised charit

individual relief | burden-sharing Y

Primarily ad- Considered a social . o
Approaches to dressed through | responsibility; sup- Considered an individual

port, integration and
correction

responsibility; not a sign
of being chosen

Table 2. Denominational Background and Characteristics of Social Assistance in Catho-
lic, Lutheran and Reformed Traditions KAHL 2005. 119-120; cited in CziBERE 2021.

Esping-Andersen’s classical typology has been extended by MaNnow (2004, cited in CzI-
BERE 2021), as well as by van Kersbergen and Manow (2009, cited in CzIBERE 2021), with
the argument that the countries grouped within the conservative (European) model have dif-
ferent religious roots, and that these differences are relevant for interpreting the structure of
welfare states. On the basis of religious background, Protestant countries should be further
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differentiated into Lutheran and Reformed traditions, as these reflect distinct normative
frameworks and approaches to poverty policy (MaNow 2004; vaN KERSBERGEN — MANOW
2009, cited in CZIBERE 2021).

Denominational differentiation also served as a starting point for the FACIT project (BEAU-
MONT — CLOKE 2012), which examined the extent to which non-state actors—particularly
church-based welfare providers—are present across European countries. The findings indicate
that such actors are most prominent in the United Kingdom, the Netherlands and Switzerland,
while in Germany and Sweden, their role is more integrated due to the more state-centred nature
of the welfare system (BEAUMONT — CLOKE 2012).

International perceptions of the social role of religion further nuance the relationship be-
tween the state and religious institutions. According to a 2025 survey conducted by the PEw RE-
SEARCH CENTER across 36 countries, in many regions of the world—particularly in Africa, South
Asia, and to some extent in Latin America and Eastern Europe—the majority of respondents
view religion as having a positive impact on society. In Hungary, 73% of respondents believe
that religion has a positive effect, a proportion higher than in some Western European countries
such as Germany, and similar to levels observed in the United States and Israel.

There are also countries where religion is perceived as harmful, typically those where church-
es are less involved in the provision of social functions, such as Sweden. In Hungary, 72% of
respondents believe that religion promotes tolerance, which is among the highest proportions in
Europe and significantly higher than in Germany, where this figure is only 43%. The findings
further suggest that Hungary belongs to a group of high-income countries in which the majority
do not associate religion with the promotion of superstition, and only a minority of respondents
(42%) link Christian religious identity to national identity. At the same time, 62% of Hungarian
respondents consider it important that political leaders support religious communities.

These findings suggest that in Hungary the social perception of religion is broadly positive,
while religious nationalism is less pronounced. This indicates that the community-building and
moral functions attributed to religion may provide a stable basis of legitimacy for church-based
institutions. Positive societal perceptions may contribute to their active role in welfare provi-
sion. Openness towards religion does not necessarily imply the dominance of religious insti-
tutions, but it may facilitate the consolidation of welfare arrangements in which cooperation
between state and religious actors takes on an institutionalised form.

THE TRANSFORMATION OF THE WELFARE STATE AND THE CRISIS
OF THE EUROPEAN SociAL MODEL

The transformation of the position of church-based organisations follows from structural chang-
es in the welfare state, which reconfigure the framework of welfare provision. The transforma-
tion of the welfare state can be understood as a structural process that redefines the division of
responsibilities between state and non-state actors. It is therefore relevant to examine what kinds
of structural conditions are created by these transformations, and how they reshape the position
of church-based providers. Alongside the role of religious traditions, critical approaches to the
welfare state also contribute to understanding the embeddedness and role of church-based ac-
tors within welfare systems. The functioning and reorientation of welfare systems have been
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analysed by different theoretical approaches, which offer diverging interpretations of the causes
and consequences of these transformations.

Hemerijck conceptualises European welfare states as learning systems, while Claus Offe
draws attention to signs of systemic crisis and the erosion of the welfare consensus. These
German and European perspectives can be linked to the critique developed by Dorottya SzIkra
in the Hungarian context, which highlights specific features of Central and Eastern European
welfare systems. A key question is how the limits of welfare state capacities become visible,
and how attempts at redefining these systems influence the interpretation of the role of church-
based actors.

Alongside these perspectives, it is also useful to recall Titmuss’s (1958) classical approach,
according to which the welfare state is not merely an economic or institutional structure, but
also an expression of social solidarity and collective responsibility. The altruistic, communi-
ty-based logic of redistribution he advocates stands in contrast to market-based mechanisms
and can serve as a relevant reference point when addressing issues of legitimacy and reform in
welfare systems. In addition to this moral dimension, WOsSNER (1972) argues that in modern
societies the principle of collective solidarity appears as a normative expectation directed at
social actors, including religious communities.

General Theoretical Frameworks

In analysing the challenges facing the welfare state, OFrE (2003, 2008) adopts a markedly more
critical stance, focusing on structural tensions arising from the functioning of the eurozone and
the dynamics of political decision-making. He interprets these developments as symptoms of
deeper social and political conflicts. While European integration was originally intended to pro-
mote peace and prosperity, OFFE (2008) argues that its institutional arrangements and the intro-
duction of a common currency have, in some respects, produced outcomes that undermine these
very objectives. In his view, decision-making processes at the European level have become in-
creasingly detached from citizens, while institutions such as the European Commission remain
difficult to hold accountable, contributing to growing Euroscepticism. He identifies widening
economic disparities between member states as a central source of tension, further intensified
by restrictive fiscal policies.

The socio-economic compromises that emerged in the second half of the twentieth century
have become increasingly difficult to sustain in the context of globalisation, labour market flex-
ibilization, and the erosion of industrial societies. OFFE (2003, 2008) argues that these develop-
ments reflect the structural logic of a new form of capitalism, in which the traditional integrative
functions of the welfare state are progressively weakened. In his view, the breakdown of the
welfare consensus has resulted not only in fiscal pressures but also in a crisis of legitimacy,
calling into question the capacity of the state to secure social justice. OFFE (2008) therefore
interprets the crisis of the welfare state not merely in financial or economic terms, but as an
expression of deeper social and political tensions. Drawing on the theory of new capitalism, he
suggests that welfare systems are no longer able to fulfil their integrative role within the frame-
work of democratic states. Processes such as marketisation, the retrenchment of public services,
and the reduction of state responsibility contribute to a gradual withdrawal of the state from its
core welfare functions (OrrE 2003; 2008).
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OFFE (2016) also provides a detailed analysis of Germany’s role within the political and eco-
nomic dynamics of the European Union, particularly in relation to social policy reform and eco-
nomic governance. According to OFFE (2016), Germany, as the EU’s largest economy, occupies
a dominant position that is reinforced not only by its competitiveness but also by the structural
inequalities within the eurozone. The German economic model, built on strict fiscal discipline and
an export-oriented industrial base, has become both a reference point and a source of tension vis-
a-vis Southern European countries. OFfE (2016) is sharply critical of Germany’s leadership during
the management of economic crises, arguing that it effectively imposed austerity policies—strict
fiscal discipline and public debt reduction—across the EU, contributing to social and economic
hardship in several member states. He considers this approach damaging not only in economic
but also in political terms, as it deepens divisions within the Union. On this basis, he concludes
that although Germany formally supports the strengthening of European social rights, in practice
it promotes a market-oriented model of social policy, which it seeks to extend at the EU level. His
analysis draws primarily on historical, economic, and institutional evidence.

In his assessment of the European social model, OFrE (2016) points out that German policy
has consistently prioritised increasing labour market flexibility, focusing on labour market par-
ticipation and fiscal sustainability rather than on strengthening social protection. At the same
time, he acknowledges that one of the key drivers of Germany’s economic success was the
series of Hartz reforms (2003-2005), which fundamentally reshaped the German labour market
and welfare system. These reforms were based on labour market liberalisation and the contain-
ment of social expenditure: the duration and level of unemployment benefits were reduced,
short-term and low-wage “mini-jobs” were introduced, and jobseekers were required to accept
lower-paid employment (Offe 2016).

Germany has consistently supported a market-based approach within the EU, in which in-
dividuals are expected to rely primarily on market mechanisms, while social provision serves
as a minimal safety net (OFre 2016). OFrE (2016) argues that EU-level social policy reforms
would be more effective if the German austerity model did not dominate the debate, and if
greater attention were paid to inequalities between member states. He emphasises that this issue
is particularly significant, as meaningful reform at the EU level is difficult to envisage without
German leadership. At the same time, he remains critical of Germany’s dominant role in shaping
economic and social policy within the Union, arguing that its policies often exacerbate existing
inequalities and contribute to the EU’s ongoing legitimacy crisis. In his view, simply replicating
the German model is insufficient; instead, a more balanced approach based on solidarity and
equitable development is required (OFFE 2016).

Drawing on these arguments, Offe concludes that the role of the state has undergone a fun-
damental transformation in the course of welfare state restructuring. Whereas the welfare state
previously operated primarily as a direct provider of services, under the conditions of con-
temporary capitalism it increasingly relies on market-based coordination mechanisms in the
delivery of public services. Offe conceptualises this shift as the marketisation of public services,
in which state involvement no longer entails direct provision, but rather governance through
market instruments, the creation of competitive environments, and the pursuit of cost-efficiency
(OrFrE 2003). In this context, the state increasingly assumes the role of regulator and financier
rather than provider. As a consequence, welfare services are progressively transferred to market
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or non-profit actors. OFFE considers it particularly problematic that this process not only affects
the quality of public services, but also generates new forms of inequality, as access becomes less
dependent on collective rights and increasingly shaped by market-based entitlements (OFrE 2008).

Central and Eastern European Specificities

The transformation of the Hungarian welfare system has followed a distinct developmental
trajectory, which Szikra (2014, 2018) conceptualises as an illiberal welfare regime. The Hun-
garian model departs from the universalist provision typical of Western European welfare states
and has been reorganised along a centralised social policy framework. Within this model, work-
based forms of assistance have become more prominent, alongside a differentiated treatment
of citizens tied to their social status. Family policy has assumed a particularly significant role,
promoting traditional caregiving roles for women and advancing a normative policy agenda that
supports marriage and childbearing through state incentives (Szikra 2018). The transforma-
tion of the social system is closely intertwined with the preferential treatment of church-based
welfare provision, where support for church providers represents not only a financial advantage
but also a source of moral and ideological legitimacy. In several respects, this process resonates
with OFFE’s critical perspective, which emphasises the growing importance of market-based
approaches within welfare systems.

In analysing changes in Hungarian social policy, Julia Szara1 (2007) argued already in the
early 2000s that the Hungarian welfare system had never developed into a fully comprehensive,
universal system, and therefore the notion of “retrenchment” may be misleading. Instead, she
characterises it as a persistently low-capacity, strongly targeted, and administratively fragment-
ed system, which was subsequently reorganised along new priorities after 2010. Szikra offers
a critical assessment of the increasingly ideological nature of the system, pointing out that the
growing conditionality and targeting of welfare provision serve not efficiency, but rather pro-
cesses of normative selection (SzIkra 2014).

Theoretical frameworks addressing welfare state transformation—whether based on West-
ern European critiques or analyses of the Hungarian case—consistently highlight the profound
reconfiguration of the relationship between state and non-state actors over recent decades.
SzikKrA (2018) emphasises that the reproduction of a residual welfare model, combined with
work-based conditionality and family-centred redistribution, has produced a system that gener-
ates new forms of social exclusion while also weakening the legitimacy of state responsibility.
These transformations affect not only the structure of welfare provision, but also redefine the
social function of the welfare state through the redistribution of institutional responsibilities.

THE ROLE OF CHURCH-BASED ORGANISATIONS IN THE
TRANSFORMING WELFARE STATE

Historical and Regional Differences

The contemporary welfare role of church-based organisations cannot be understood solely in
terms of historical or religious legacies, but also in relation to the intermediary institutional
position they occupy within transforming welfare systems. In this changing institutional envi-
ronment, church-based providers assume not only a service delivery role, but also function as
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mediators and carriers of normative frameworks. According to BEAUMONT and CLOKE (2012),
the organisation of welfare provision in modern systems can no longer be attributed exclusively
to the state. Their analysis focuses on the ways in which faith-based organisations engage in
addressing poverty and social exclusion. BEAUMONT and CLOKE place particular emphasis on
the relationship between national religious traditions and welfare institutional arrangements, for
example in comparing post-Lutheran Scandinavian models (e.g. Sweden) with Southern Euro-
pean countries characterised by Catholic traditions (e.g. Spain). These patterns are described
as “welfare-religious narratives” (CNAAN 2012. 13), highlighting that the social position of re-
ligious actors cannot be interpreted within a uniform European framework. According to the
authors, the parallel operation of entitlement-based welfare systems and need-oriented religious
organisations increasingly characterises contemporary European social policy practice.

The emergence of the welfare state represented the establishment of a protective framework
aimed at mitigating social and economic risks. Over time, the state assumed responsibility for
welfare functions, and social services previously embedded in church-based structures were
reduced or dismantled in response to changing social conditions. With the process of modern-
isation, the social role of religion and religious organisations was also transformed, leading to
a declining perception of the necessity of faith-based actors within welfare provision. After
1945, European countries responded to these developments in different ways. In Western Eu-
rope, church-based organisations were integrated into emerging welfare systems in the form
of civil or charitable service providers (BEAUMONT 2012). In contrast, in Eastern Europe, state
socialist regimes deliberately restricted the public and social role of religious organisations:
their institutions were nationalised, popular church structures were dismantled, religious orders
were dissolved, and they were often forced to operate under conditions of illegality or semi-le-
gality. During the period of consolidation, church-based organisations continued to function in
a limited and closed manner (BARNA — SzaBO 2011; MasTENYI 2019). These developments left
a lasting imprint on the identity and institutional presence of religious actors in Hungary, where
they often assumed a form of internal resistance within society. The marked differences between
Western and post-socialist Eastern European countries in the welfare functions of religious or-
ganisations can be traced back to this period.

In post-socialist countries, the regime change represented not only a political transition, but
also a broader social and economic transformation. In the newly emerging welfare systems,
alignment with Western norms coexisted with ideological distrust, alongside the repositioning
of religious and civil society organisations. TIRVAKIAN (1995) argues that in Eastern Europe,
modernisation was often accompanied by “millenarian” expectations, associated with the adop-
tion of idealised Western models, while insufficient attention was paid to local social and cultur-
al conditions. This tension was also reflected in the restructuring of welfare systems, where the
application of Western models often resulted in social deficits (TIRVAKIAN 1995). In Hungary,
church-based organisations gradually re-entered the field of public service provision after the
regime change, but this process lacked the historical continuity observed in countries such as
Germany. Several Eastern European countries, including Hungary, were not part of the welfare
reform processes that took place in Western Europe from the 1980s onwards as part of the neo-
liberal policy shift, during which the role of faith-based organisations in welfare provision was
also redefined (BEAUMONT 2012; EVERS 1995).
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Institutional Restructuring and Role Formation

In Hungary, this did not take the form of incremental adaptation, but required the establishment
of entirely new legal, institutional, and funding structures. The reorganisation of the social role
of churches unfolded gradually, hindered both by the lack of social trust and by the difficulties of
rebuilding previously dismantled institutional structures. From the late 1990s onwards, church-
based organisations increasingly assumed roles in the provision of public services, particularly
in education and elder care. This process was supported by agreements between the state and
churches, as well as bilateral arrangements with the Vatican, which aimed to regulate the fi-
nancing, legal status, and institutional role of church providers (Shanda — Rosta 2019; KREMER
2011).

As a result, churches in Eastern and Western Europe not only started from different social
positions, but were also assigned different roles in the reorganisation of welfare systems. In the
case of Germany, the trajectory of welfare state development was shaped by the experience of
reunification, which required the integration of the West German social market economy and
its pluralist welfare model with the socialist legacy of the eastern regions. According to OFFE
(1996), this was not merely an economic process, but a profound social and cultural adaptation,
amounting to a form of institutional “import” for East German society. Western legal norms
and service structures had to be adopted, and the differences between the two regions were also
clearly visible in the role of church-based actors. While in West Germany organisations such as
Caritas and Diakonie had long been integrated as professional service providers within the sys-
tem of public service provision, in East Germany these organisations were largely absent or had
survived only in informal or restricted forms. Following reunification, state integration involved
not only the reconstruction of social infrastructure, but also the institutional incorporation of
church-based providers into a system that had previously not existed for them. This internal
integration experience contrasts sharply with the situation in Central and Eastern Europe—such
as Hungary—where post-socialist welfare restructuring was more strongly characterised by the
search for external models. It proceeded in a more fragmented and bottom-up manner, and the
role of church-based organisations developed only gradually.

Following the regime change in Hungary, church-based organisations gradually returned
to the field of public service provision, accompanied by a comprehensive reorganisation of
institutional and regulatory frameworks. In the early 1990s, the state managed church providers
through ad hoc agreements and case-by-case funding arrangements. The Vatican Agreement
concluded in 1997 between the Republic of Hungary and the Holy See (ScHANDA 2014) pro-
vided a stable foundation for the long-term financing of the Catholic Church’s social role. The
agreement guaranteed the independent operation of the Catholic Church, provided for the par-
tial restitution of previously nationalised property, and introduced compensation payments for
assets that were not returned. It also ensured that Catholic public education institutions would
receive funding equivalent to that of state and municipal institutions, while Catholic higher
education institutions were granted funding on a similar basis. The agreement included the
establishment of a consultative committee, although its role was not consistently recognised
across different governments (NEMETH 2018; SHANDA 2014). Its impact extended beyond the
Catholic Church: from 1998 onwards, the Hungarian Parliament introduced a system of supple-
mentary church funding aimed at ensuring normative funding parity between state and church
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institutions (TOROK 2012; SHANDA 2014). This enabled church-based providers to access public
funding allocated for service provision. The new funding framework legitimised the institution-
al role of churches and embedded them within the pluralised structure of public service provi-
sion. This reintegration was also driven by a political intention to mobilise churches as moral
and community resources within the education and social sectors (Rosta 2019; Rapics 2019).

From the 2000s onwards, a significant restructuring can be observed in the role of church-
based organisations in public service provision in Hungary. Through new agreements between
the state and churches, the institutional network of church providers was gradually reorgan-
ised, and the system of normative funding enabled an expansion of their role. Churches be-
came particularly prominent actors in education, social care, and child protection. The initial
post-transition phase of uncertainty was replaced by a period of capacity-building, shaped both
by the internal constraints and resources of religious organisations and by state incentives. The
transformation was especially visible in the field of social services. According to Rabics (2019),
from the late 2000s onwards church-based providers gradually re-emerged as structural actors
in welfare provision, particularly in elder care, disability services, and homelessness services.

BarNA and SzaBO (2011) emphasise that pre-socialist patterns of church-based religiosity
did not simply reappear, but were reorganised through new institutional forms. Similarly, Rosta
(2019) argues that the growing welfare role of churches was driven less by increasing religious
participation than by institutional and funding logics. Increasingly, church-based organisations
have not only taken over existing social institutions, but have also expanded service provision
through their own development strategies, supported by EU and state funding. This process
has had a significant impact on the structure of welfare pluralism in Hungary: since the 2000s,
churches have developed a strong institutional infrastructure among non-state actors and often
appear as preferred partners in government strategies. From the 2010s onwards, government
policy has openly favoured church-based actors in public service provision, supported by legal
advantages, targeted resource allocation, and political legitimacy (SziLAGYI 2013). In public
policy discourse, churches are frequently framed as key actors in preserving “national identity”
and “social cohesion”.

Across Europe, welfare systems have faced increasing demands and rising expenditures
since the second half of the twentieth century, raising questions about the sustainability of insti-
tutional responses to social problems. From the 1980s onwards, many Western European coun-
tries experienced a gradual retrenchment of the welfare state, accompanied by cuts and restruc-
turing of social programmes (CNAAN 2012). According to BEAUMONT (2012), it is precisely this
retrenchment, combined with growing social needs, that explains the renewed prominence of
church-based organisations in welfare provision. In Western Europe, austerity measures brought
church-based actors back to the forefront in addressing emerging social needs, reviving ex-
pectations that they would reassume their historical role in supporting the poor and vulnerable
(BEaUMONT 2012).

The concept of welfare pluralism captures this shift, referring to a system in which welfare
functions are no longer carried out exclusively by the state, but by a range of actors, includ-
ing civil, market, and religious organisations (KREMER 2011). The term welfare mix describes
this multi-pillar arrangement, in which the state does not necessarily act as a direct provid-
er, but rather as a financier, coordinator, or regulator (ZiMmMER 2010). Within this framework,
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faith-based organisations have become institutionalised actors within the welfare ecosystem,
redefining their social function within the context of the modern state. This is particularly ev-
ident in systems where the state primarily assumes regulatory and funding roles rather than
direct service provision, such as the German welfare mix model, elements of which have also
appeared in the Hungarian social policy framework since the 2010s.

The position of church-based actors in the twenty-first century differs significantly from their
role prior to the development of the modern welfare state. Before the world wars, these organi-
sations provided a natural framework for the majority of society, as most individuals belonged
to a religious community. They were the primary providers of social care, as nation-states had
not yet assumed full responsibility for welfare functions (CasaNova 1994; BEAUMONT 2012;
CLOKE et al. 2012). In European countries, the social role of religious communities has been
shaped by a range of economic and social transformations, including European integration, the
introduction of the euro, and the 2008 financial crisis. At the same time, significant criticisms
have been directed at church-based welfare provision. The neoliberal retrenchment of the wel-
fare state is not merely a process of diversification, but also reflects a restructuring in which the
state outsources welfare functions under conditions of reduced funding, potentially undermin-
ing both the quality and accessibility of services (Szikra 2018, 2020). This process directly
affects church-based providers, as it shifts financial responsibility onto them, requiring them to
compensate for funding gaps from their own resources.

OUTSOURCING AND WELFARE PLURALISM AS INSTITUTIONAL
MECHANISMS

The embeddedness of church-based organisations in welfare systems is closely linked to the mech-
anisms that shape service provision, particularly outsourcing and welfare pluralism. These pro-
cesses play a key role in how church-based providers become structurally integrated into welfare
provision. The concept of outsourcing originates from market terminology, referring to the transfer
of certain functions to external actors for reasons such as cost reduction, efficiency, or strategic
considerations. Since the late twentieth century, the concept has been used in the literature on pub-
lic services and welfare state transformation with a broader meaning. In this context, outsourcing
describes a situation in which the state formally remains responsible for a public service, but its
delivery is carried out by non-state actors, including civil, church-based, or market organisations.
The concept was used by CLARKE and NEWMAN (1997) in their analysis of the restructuring of
British social policy. PoLLITT and BOUCKAERT (2004) identify outsourcing as a key element of
New Public Management. It is also relevant in cases where the state does not fully withdraw from
service provision but involves other actors in its delivery (Saltman et al. 2002).

The historical development of the German welfare state provides a clear example of an in-
stitutionalised form of outsourcing. According to LEIBFRIED and TENNSTEDT (1985), the German
state has, since the nineteenth century, cooperated with church-based and charitable organisa-
tions, particularly Diakonie and Caritas, which remain key actors in social service provision.
EvErs (1993, 1995) introduced the concept of the “welfare mix” to describe the cooperation
between state, non-state, and market actors in public service provision, referring to the space
between public and private sectors as an “intermediate zone”. He emphasises welfare pluralism
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as a form of division of labour, based on cooperation and complementarity between sectors.
These organisations play not only economic, but also social and political roles, contributing to
social cohesion. Third sector organisations—understood as non-state and non-market actors—
combine elements of state, market, and civil logics, resulting in a hybrid character (EVERs 1995).
According to ZIMMER (2010), in the German model the state acts primarily as a regulator and
financier, while service delivery is carried out by historically established providers. Outsourcing
in this case does not reduce the role of the state, but supports a partnership-based and plural
structure. Church-based providers have thus become legally and financially equivalent actors to
municipalities, often with greater capacity and experience (ZIMMER 2010).

In Hungary, the development of welfare pluralism and outsourcing is based on different
historical conditions, as are the positions of churches shaped by their political context, although
there were earlier forms of state—church cooperation. According to Szikra (2014, 2018), polit-
ical developments after 2010 significantly reshaped the system of service provision: the num-
ber of municipal institutions decreased, while church-based organisations expanded their role.
Church providers receive state normative funding and social insurance support, while additional
funding is often allocated according to political considerations (Szikra 2018). Bope (2006)
highlights the risks of an “outsourced welfare state”, especially when outsourcing is driven by
market logic rather than strategic coordination. In Hungary, outsourcing has often been encour-
aged, and the financial conditions of church-based providers have become more favourable,
leading some municipalities to voluntarily transfer their institutions to church actors.

The operation of welfare pluralism and outsourcing differs significantly between Germany and
Hungary. In both cases, public service provision involves non-state actors, but historical and institu-
tional differences are crucial. In Germany, long-term cooperation has meant that organisations such
as Caritas and Diakonie are integral parts of the system and recognised legal partners of the state.
Outsourcing here reflects an institutionalised form of shared responsibility (Bope 2006). In Hungary,
this is a more recent and less institutionalised process. Outsourcing itself is not inherently problem-
atic; rather, its effects depend on how it is implemented and the institutional context in which it takes
place, which together shape the possibility of a stable, partnership-based welfare structure.

CONCLUSION

The paper shows that the role of church-based organisations in the transforming welfare state cannot
be understood simply as a complementary form of service provision. Structural changes in European
welfare systems—particularly outsourcing, the expansion of welfare pluralism, and the reconfigu-
ration of state involvement—have created an institutional environment in which non-state actors,
including church-based organisations, become permanently embedded in welfare provision.

The combined analysis of religious traditions, theoretical approaches to welfare state trans-
formation, and the institutional practices of church-based organisations indicates that these
actors are not positioned at the margins of the system, but form part of its structure. Their
operation is shaped simultaneously by state regulatory and funding frameworks, professional
standards of service provision, and their own value-based organisational logics, resulting in a
distinct form of multi-level embeddedness.

The position of church-based providers is not static, but evolves alongside broader transfor-
mations in welfare systems. Processes of outsourcing and the development of plural, multi-actor
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service structures not only create opportunities for their involvement, but also institutionalise
their role within the system.

Overall, the findings suggest that the role of church-based organisations can only be inter-
preted within the wider context of welfare state transformation. In this sense, these actors are
not merely participants, but also contributors to shaping the institutional environment in which
welfare provision is organised.
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