
Nagy, Gábor Dániel Phd., Habil

nagy.gabor.daniel@szte.hu
Associate Professor (University of Szeged, Juhász Gyula Faculty of Education, Department 

for Social Studies)

Nemeskéri, Zsolt Phd., Habil

 nemeskeri.zsolt@pte.hu
Full Professor (University of Pécs, KPVK)

Kornai, Capabilities, and a Livable 
Society in Hungary

Reconciling Budgetary Discipline with Human Well-Being

Abstract
János Kornai’s critique of overcentralization, shortage, and the soft budget constraint remains in-
dispensable for analyzing socialist and post-socialist institutional failure. Yet Kornai’s framework 
is not, on its own, a theory of justice or human flourishing. This article argues that a more norma-
tively robust reading of Kornai emerges when his work is placed in dialogue with Amartya Sen’s 
capability approach. The article proceeds from the claim that hard budget constraints are neces-
sary to discipline firms, curb clientelism, and protect public resources, but they become socially 
destructive when they are translated into a generalized withdrawal of capability-supporting public 
goods. Drawing on the Hungarian experience from the transition of the 1990s to the renewed 
centralization of the 2010s and 2020s, the paper examines how market discipline, welfare restruc-
turing, state activism, and democratic backsliding have interacted in practice. It contends that a 
livable society cannot be secured either by indiscriminate bailouts or by an abstract celebration 
of market discipline. Rather, Hungary needs a capability-sensitive regime of fiscal discipline: one 
that hardens budget constraints for politically protected organizations while guaranteeing reliable 
access to the infrastructures of human development, including education, health care, mobility, 
and democratic voice. Such a synthesis preserves Kornai’s insistence on accountability while sup-
plying the normative orientation that Sen brings to questions of freedom, dignity, and inclusion.
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1. Introduction
Hungary’s twentieth- and twenty-first-century trajectory has been marked by repeated redefini-
tions of the relationship between state, market, and welfare. From late state socialism to post-
1989 liberalization and the renewed assertiveness of the state after 2010, each phase reorganized 
material security, opportunity structures, and the public distribution of risk. The result has been 
not simply economic adjustment, but a long sequence of moral and institutional disputes about 
what kinds of constraints citizens should bear and what kinds of protections the state should 
guarantee (Berend 2007; Myant – Drahokoupil 2011).

Within this history, János Kornai occupies a singular place. His critique of overcentrali-
zation, shortage, and the soft budget constraint provided one of the most powerful diagnoses 
of why socialist economies misallocated resources and eroded accountability (Kornai, 1959, 
1980, 1986, 1992). Kornai’s insistence that organizations must face real consequences for fail-
ure remains central to any serious discussion of state intervention, enterprise reform, and fiscal 
responsibility in post-socialist Europe.

Yet Kornai’s analytical strength is also his normative limit. He shows with great clarity 
how systems malfunction, but he is less directly concerned with specifying what an econom-
ically disciplined society owes its members in terms of substantive freedom, dignity, and hu-
man flourishing. That terrain is more fully addressed by Amartya Sen’s capability approach, 
which evaluates institutions in terms of the real freedoms they enable people to exercise (Sen 
1999, 2009).

This article argues that the conjunction of Kornai and Sen offers a more compelling frame-
work for thinking about Hungary than either perspective in isolation. By a livable society I mean 
a social order in which institutions are fiscally credible, politically accountable, and materially 
supportive of the capabilities people need in order to live lives they have reason to value. The 
article therefore asks how Kornai’s insistence on hard budget constraints can be preserved with-
out normalizing social abandonment, and how Sen’s capability approach can orient budgetary 
discipline toward human well-being rather than merely toward balance-sheet correction.

The central claim is that hard budget constraints should discipline organizations, politically 
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connected firms, and discretionary rescue mechanisms, while public policy should secure citi-
zens’ access to capability-enhancing goods such as health care, education, mobility, and demo-
cratic voice. The policy problem is not whether Hungary should choose either market discipline 
or social protection. It is whether it can institutionalize discipline in ways that prevent rent-seek-
ing and overcentralization without reproducing territorial marginality, democratic exclusion, or 
cumulative capability loss.

The argument unfolds in four steps. First, I review the relevant literature on Kornai and Sen. 
Second, I develop a theoretical synthesis centered on what I call capability-sensitive fiscal dis-
cipline. Third, I relate this framework to Hungary’s post-socialist development, from the transi-
tion of the 1990s to the more selective and centralized state activism of recent years. Finally, I 
outline policy implications for a more livable Hungarian society.

2. Literature Review

2.1 János Kornai and the critique of systemic shortage
Kornai’s early work on the Hungarian socialist economy already identified a structural problem 
that would later define his broader theoretical contribution: centralized control displaced local 
knowledge, weakened feedback, and narrowed the autonomy of decision-makers at lower levels 
of the system (Kornai, 1959). Overcentralization was not simply an administrative defect. It was 
a coordination problem rooted in the political organization of the economy itself.

In Economics of Shortage, Kornai generalized this insight into a systemic theory of socialist 
malfunction. He argued that chronic shortage is not an episodic market imperfection within 
state socialism but one of its normal operating conditions (Kornai 1980). Because prices, in-
vestment, and production targets are politically mediated rather than responsively coordinated, 
supply regularly fails to meet differentiated demand. Ellman (1989) showed how this diagnosis 
reoriented debates on socialist planning by shifting attention from isolated inefficiencies to the 
logic of the system as a whole.

Kornai’s most enduring contribution to post-socialist analysis is the concept of the soft 
budget constraint. Where organizations expect rescue from the state, banks, or superior admin-
istrative bodies, losses cease to perform their disciplinary function. Firms learn that insolvency 
need not result in exit, and managers adapt accordingly: they overinvest, underperform, and 
externalize risk (Kornai, 1986; Kornai, Maskin, & Roland, 2003). Hard budget constraints, 
by contrast, do not guarantee efficiency in every case, but they make responsibility for failure 
institutionally intelligible.

2.1.1 Relevance for transition economies
The transition literature drew heavily on Kornai because post-socialist reform confronted pre-
cisely the problem he had theorized: how to replace politically mediated reproduction with rule-
bound economic coordination. Reformers debated the speed and sequencing of privatization, 
liberalization, and social compensation, but Kornai’s warning against partial reform and dis-
cretionary rescue remained influential throughout these debates (Blanchard – Froot – Sachs 
1994; Murrell 1992; Roland 2002).

Even so, the legacy of Kornai in transition policy has always been double-edged. On the one 
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hand, hard budget constraints were rightly seen as a precondition for curbing chronic depend-
ence on the state. On the other, the social costs of rapid adjustment - unemployment, regional 
decline, and insecurity - made clear that institutional discipline could not serve as a complete 
social philosophy (Myant – Drahokoupil 2011). The problem was never simply whether 
budgets should be hardened, but at what level, under what rules, and with what compensatory 
institutions.

2.2 Amartya Sen and the capability approach
Amartya Sen’s capability approach begins from a different question. Rather than asking whether 
an economic system allocates resources efficiently, Sen asks whether it expands the substantive 
freedoms through which people can actually live well (Sen 1985, 1999). Capabilities refer not 
to formal rights or resource endowments alone, but to the real opportunities individuals possess 
to achieve valued functionings - being educated, healthy, mobile, secure, and politically heard.

This framework breaks with narrow welfarist or GDP-centered evaluations. A society may 
generate growth and still reproduce deep deprivation if individuals lack the social, institutional, 
or bodily means to convert resources into lives they value (Nussbaum – Sen 1993; Nussbaum 
2000). Sen’s emphasis on agency also matters: development is not merely something delivered 
to passive beneficiaries but something enacted through the expansion of real choice and public 
reasoning (Sen 2009).

2.2.1 Institutional implications of the capability approach
Sen’s work implies a demanding institutional agenda. Public policy must not only protect 
against destitution but also actively cultivate the background conditions of human flourishing. 
These include accessible education, health care, transport, childcare, information, and arenas of 
democratic participation (Drèze & Sen, 2013). In this sense, the capability approach does not 
reject markets; it situates them within a wider ecology of institutions that shape how freedoms 
are distributed (Evans, 2002).

The evaluative force of Sen’s theory is especially strong in unequal transition contexts. If 
reforms increase aggregate efficiency but leave certain groups or regions unable to secure basic 
capabilities, the reforms remain normatively incomplete. Stewart and Deneulin (2002) rightly 
stress that capability analysis directs attention to the quality and distributive reach of institu-
tions, not simply to their macroeconomic outputs.

2.3 Toward an integrative reading
Kornai and Sen are often treated as speaking past one another. Kornai provides a positive and 
institutional diagnosis of systemic malfunction; Sen offers a normative and evaluative account 
of what development ought to secure. Yet precisely because their starting points differ, they can 
be productively combined. Kornai identifies why overcentralized and bailout-prone systems 
waste resources and reproduce moral hazard. Sen clarifies what those resources should ulti-
mately serve.

Recent scholarship on Hungarian welfare restructuring and authoritarian statecraft helps 
locate the terrain on which such a synthesis becomes necessary. Studies of the post-socialist 
welfare state show how reforms have mixed retrenchment, selectivity, and uneven territorial 
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effects (Orosz 2018). Work on Hungary and Poland further demonstrates how state activism 
can coexist with welfare reconfiguration and democratic erosion rather than with egalitarian 
inclusion (Lendvai-Bainton – Szelewa 2021). These literatures do not themselves produce a 
Kornai-Sen synthesis, but they show why one is analytically timely.

3. Theoretical Framework: Markets, State, and Human 
Flourishing
3.1 The rationale and limits of hard budget constraints
Kornai’s case for hard budget constraints is compelling because it connects economic discipline 
to institutional accountability. Where failure has no credible consequence, organizations are 
encouraged to defer adjustment, transfer losses, and rely on political protection. In such settings, 
inefficiency is not accidental but systematically reproduced (Kornai 1986, 1992; Maskin – Xu 
2001).

At the same time, the normative extension of this logic is not self-evident. An institution 
can be budgetarily disciplined while the humans who depend on it are exposed to profound 
harm. Hospitals, schools, municipalities, and transport systems are not equivalent to commer-
cial firms, because their failure can destroy capabilities that are difficult or impossible to rebuild. 
Lütz and Kranke (2014) are right to caution that austerity-centered governance can displace 
costs onto vulnerable populations even when it appears fiscally rational in the short term.

The key theoretical point, then, is that Kornai’s concept is most persuasive when applied to 
organizations that consume public resources without social justification or that are shielded by 
patronage from competitive or administrative correction. It is less persuasive when translated 
into a generalized suspicion of public provision as such. Hard budget constraints are indispen-
sable for disciplining rent-seeking. They are insufficient as a doctrine for allocating social risk.

3.2 Sen’s capability approach and institutional evaluation
Sen supplies what Kornai does not fully theorize: a criterion for distinguishing socially neces-
sary from socially dispensable expenditure. From a capability perspective, the relevant question 
is not whether public spending is large or small, but whether it secures the substantive conditions 
of human agency (Sen 1999, 2009). Budgetary restraint that undermines access to primary care, 
schooling, mobility, or political participation cannot be defended merely by invoking efficiency.

This does not imply an open-ended entitlement to rescue every failing organization. Sen’s 
approach is compatible with institutional selectivity, provided that capability losses borne by 
persons are prevented or compensated. A bankrupt firm need not be preserved at all costs; work-
ers, families, and territories affected by its collapse should nonetheless not be condemned to 
irreversible deprivation. Here the capability approach helps separate social protection from or-
ganizational bailout.

3.3 Capability-sensitive fiscal discipline
The synthesis proposed here can be described as capability-sensitive fiscal discipline. Its first 
principle is that the object of discipline and the object of protection must be distinguished. Or-
ganizations - especially firms and agencies insulated by political favor - should face transparent, 
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rule-bound consequences for failure. Persons, by contrast, should be protected against capabili-
ty erosion through universal or strongly guaranteed access to basic public goods.

The second principle is that state support must be rule-based rather than discretionary. Kor-
nai’s critique retains its force because soft budget constraints are most pernicious when rescue 
is selective and politically allocated. Support can be justified in cases of systemic risk, regional 
crisis, or social emergency, but it should operate through publicly known criteria, sunset clauses, 
and ex post accountability mechanisms rather than through opaque patronage.

The third principle is territorial sensitivity. Capability deprivation is rarely evenly distrib-
uted. Regional disparities, transport deficits, unequal school quality, and uneven health infra-
structure mean that formally identical fiscal rules can generate substantively unequal outcomes. 
A capability-sensitive regime therefore treats territorial equalization not as a soft exception to 
discipline but as one of the conditions under which discipline becomes socially legitimate.

This framework allows a more precise normative reading of Kornai. The lesson of the soft 
budget constraint is not that the state should withdraw from the social sphere. It is that public 
resources should not be captured by organizations whose survival depends on continuous polit-
ical indulgence. Sen’s contribution is to redirect those resources toward the durable expansion 
of capabilities. Read together, the two approaches support a state that is neither indiscriminately 
rescuing nor socially indifferent, but strategically enabling.

4. Methodology for Assessing Livability in Hungary
This article adopts a qualitative and interpretive research strategy. Its primary aim is not to test a 
causal model but to develop a theoretically grounded framework for evaluating Hungary’s insti-
tutional development through the joint lenses of Kornai and Sen (Creswell 2013). The analysis 
is therefore conceptual in orientation, but it is anchored in secondary empirical material that 
illustrates how different policy regimes affect both budgetary discipline and human capabilities.

4.1 Sources
Three types of sources are used. First, the article relies on the primary works of Kornai and Sen, 
supplemented by key contributions from the literatures on welfare states, transition economies, 
and capability theory. Second, it draws on scholarship on post-socialist Hungary, especially stud-
ies of welfare restructuring, state intervention, and political-economic transformation. Third, it 
uses recent institutional reports from the OECD, the European Commission, Freedom House, 
and Transparency International to situate the argument in contemporary Hungarian conditions.

4.2 Analytical criteria
The article evaluates livability through four interconnected criteria. The first is institutional 
discipline: whether fiscal and organizational rules discourage moral hazard, selective rescue, 
and rent-seeking. The second is capability protection: whether citizens enjoy reliable access to 
education, health care, mobility, and basic social security. The third is territorial inclusion: whet-
her development reduces rather than entrenches regional inequalities. The fourth is democratic 
accountability: whether public reasoning, media plurality, and civic oversight allow citizens to 
contest decisions that shape their lives.

Because the article is synthetic rather than exhaustive, the empirical discussion is 
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illustrative. Its purpose is not to provide a comprehensive statistical profile of Hungary, but 
to test whether a capability-sensitive reading of Kornai illuminates central tensions in the 
Hungarian case.

5. Empirical Context: Contemporary Hungary

5.1 The legacy of transition
Hungary’s post-1989 transformation was widely regarded as one of the more successful tran-
sitions in Central and Eastern Europe. Privatization advanced relatively quickly, foreign direct 
investment entered key sectors, and the economy was integrated into European and global mar-
kets (Blanchard et al., 1994; EBRD, 1999). In Kornai’s terms, many enterprises were at last 
exposed to harder budget constraints than under state socialism.

Yet this transformation also redistributed insecurity. Deindustrialization, unemployment, 
and the territorial concentration of new investment generated stark differences between dy-
namic urban centers and structurally weaker regions. The dismantling of old guarantees was far 
quicker than the construction of new capability supports. As Myant and Drahokoupil (2011) 
show, post-socialist restructuring often combined genuine efficiency gains with new forms of 
social vulnerability.

This dual legacy matters for the present argument. The transition demonstrated that soft 
budget constraints could not continue to organize the economy. But it also showed that disci-
pline, when institutionally disembedded from social protection, could produce durable resent-
ment and uneven opportunity structures. The challenge was never only to harden budgets; it was 
also to decide how the social costs of adjustment would be collectively borne.

5.2 Renewed state activism after 2010
Since 2010, Hungary has exhibited a renewed and more selective form of state intervention. 
This has included centralization in strategic sectors, an expanded political role in economic 
coordination, and a discourse of sovereignty and national ownership that seeks to distinguish 
current state activism from the socialist past (Kornai 2015; Magyar 2016). The contemporary 
state is not a return to classic planning, but neither is it a simple continuation of liberal transition 
orthodoxy.

This shift reveals why Kornai remains relevant beyond the socialist period. The danger is 
not only public ownership as such, but the re-emergence of organizational environments in 
which political proximity weakens accountability. Scholarship on contemporary Hungary and 
Poland suggests that authoritarian or illiberal statecraft can combine selective welfare reform, 
economic nationalism, and discretionary favor in ways that blur the boundary between strategy 
and patronage (Lendvai-Bainton – Szelewa 2021).

In this setting, Kornai’s warning against soft-budget logics regains contemporary force. 
If state support is allocated through partisan or clientelist channels rather than transpar-
ent rules, budgetary discipline becomes asymmetric: it is imposed harshly on some actors 
while suspended for others. Such selectivity not only reduces efficiency; it also undermines 
legitimacy.
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5.3 Capabilities, inequality, and territorial divergence
Recent institutional assessments indicate that Hungary’s contemporary development remains 
marked by significant inequalities of opportunity. The OECD notes that intergenerational in-
come mobility is low, that it takes on average seven generations for children born in the lowest 
income decile to reach average income levels, and that educational outcomes remain strongly 
linked to socio-economic background (OECD 2024). These are not marginal issues from a Se-
nian perspective. They signal that formal market participation is not translating into broadly 
shared substantive freedom.

Territorial disparities are equally important. The European Commission reports that regional 
inequalities remain significant, that internal convergence has been slow, and that GDP per capita 
in four of Hungary’s eight NUTS 2 regions remains around half the EU average, while rural 
areas continue to experience depopulation (European Commission 2024). Such divides matter 
because capabilities are geographically mediated: access to work, transport, schools, health ser-
vices, and political voice varies sharply across space.

Concerns about accountability also bear directly on livability. Freedom House continues to 
identify constraints on institutional pluralism and civic freedoms in Hungary (Freedom House 
2025), while Transparency International’s most recent assessment again places Hungary among 
the weakest performers in the European Union on perceived public-sector corruption (Trans-
parency International 2026). Sen’s framework makes clear why these issues are not external 
to welfare. Democratic voice, media plurality, and public integrity are themselves components 
of a capability-enhancing order.

6. Discussion: Integrating Kornai and Sen for a Livable 
Hungary
6.1 Why Kornai still matters
The Hungarian case confirms that Kornai’s critique should not be confined to the analysis of 
classical socialism. Wherever organizations expect selective rescue, enjoy politically mediated 
advantage, or operate without credible accountability, soft-budget logics remain active. This is 
true even within formally marketized economies. The contemporary relevance of Kornai lies 
in his ability to show how discretion, paternalism, and overcentralization distort incentives and 
absorb public resources that could be used more productively.

Yet Kornai’s categories cannot simply be reapplied unchanged. Post-socialist Hungary is not 
a shortage economy in the classical sense. Its core tensions lie rather in the interaction between 
market dependence, uneven territorial development, selective state activism, and democratic 
asymmetry. For this reason, Kornai’s institutional realism needs a normative supplement that 
clarifies what fiscal discipline is for.

6.2 Why Sen changes the evaluative horizon
Sen provides that supplement by insisting that economic arrangements must be judged accord-
ing to the freedoms they sustain. This reorients the analysis in two important ways. First, it 
shows that social expenditure cannot be treated as a residual category of inefficiency. Some 
forms of public spending - especially those that secure health, education, childcare, transport, 
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and local service access - are better understood as investments in capability infrastructure. Sec-
ond, it shows that democratic participation is not an optional add-on to economic governance 
but one of the mechanisms through which capability claims become publicly intelligible.

From this perspective, the central error of a purely technocratic reading of hard budget con-
straints is that it conflates the disciplining of organizations with the disciplining of society. If the 
correction of budgetary excess is achieved by normalizing territorial abandonment, underfund-
ed public services, or exclusion from effective voice, then institutional efficiency is purchased 
at the price of human diminishment.

6.3 The practical synthesis
The Kornai-Sen synthesis proposed here therefore rests on a differentiation that is both ana-
lytical and political: budgetary hardness for rent-seeking organizations, capability security for 
citizens. This does not eliminate trade-offs. Public resources are finite, and not every service can 
be expanded without limit. But it does reorganize priorities. The first target of discipline should 
be opaque rescue, politically privileged firms, and non-transparent fiscal transfers. The first 
target of protection should be the everyday infrastructures through which citizens secure health, 
learning, mobility, and agency.

Such an approach also clarifies the status of welfare institutions. Public services need not 
be insulated from evaluation or reform. Hospitals, schools, and municipalities can and should 
operate under transparent budget rules, performance scrutiny, and anti-corruption safeguards. 
What capability analysis rejects is not accountability, but the idea that service failure should 
simply be allowed to translate into irreversible losses for the people who depend on them. 
In other words, the state should harden organizational incentives without naturalizing social 
abandonment.

This synthesis also has a democratic dimension. Sen’s emphasis on public reasoning reso-
nates with Kornai’s early critique of top-down decision-making. A livable society requires not 
only better incentives but also institutions through which affected populations can contest fiscal 
priorities, monitor public spending, and articulate locally grounded needs. Without these chan-
nels, even formally rational policy can reproduce domination.

7. Policy Recommendations

7.1 Replace discretionary rescue with transparent fiscal governance
The first priority is to reduce the scope for selective and politically mediated rescue. Public sup-
port to firms, sectors, or local institutions should be governed by explicit eligibility criteria, pub-
lished decisions, independent audit, and sunset provisions. This would preserve the disciplining 
function of hard budget constraints while allowing exceptional intervention where systemic risk 
or social emergency genuinely warrants it.

7.2 Treat core public services as capability infrastructure
The second priority is to protect the institutions that underpin basic capabilities. Health care, 
education, childcare, transport connectivity, and digital access should be treated not as soft add-
ons to a disciplined economy but as preconditions for a society in which citizens can act, adapt, 
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and participate. Capability protection requires stable financing, but also attention to quality and 
territorial reach, especially in lagging and depopulating regions.

7.3 Build territorial equalization into development strategy
A third priority is to confront Hungary’s spatial inequalities more directly. Uniform national ru-
les can reproduce unequal outcomes when regions start from sharply different positions. Fiscal 
equalization, place-sensitive infrastructure investment, and targeted support for local service 
ecosystems are therefore compatible with - and indeed necessary for - a credible regime of 
budgetary discipline. Territorial cohesion should not be framed as an exception to efficiency, 
but as one of its social conditions.

7.4 Strengthen democratic accountability
A fourth priority is to rebuild the institutional environment of public scrutiny. Independent over-
sight bodies, local autonomy, media plurality, and civil-society participation are essential if 
citizens are to evaluate how fiscal discipline is applied and whose interests it serves. In Senian 
terms, participation is itself a capability. In Kornai’s terms, it is also one of the conditions that 
prevent overcentralization from mutating into systemic distortion.

7.5 Rebalance social protection toward security in transition
Finally, Hungary needs social protection instruments that support adjustment without reviving 
organizational moral hazard. The aim should be to protect people as they move between jobs, 
sectors, and regions through unemployment support, retraining, childcare access, and mobility 
assistance. Such measures are not contrary to hard budget constraints. They make those con-
straints socially and politically sustainable.

8. Challenges and Limitations
Any such agenda faces substantial obstacles. The first is political. Selective soft-budget 

practices often benefit actors with direct access to power, and reforms that increase transpar-
ency or reduce discretion are therefore likely to encounter resistance. The second is fiscal and 
geopolitical. Hungary remains exposed to EU-level conditionality, external shocks, and the vol-
atility of wider European markets. These conditions can narrow policy space even where reform 
coalitions exist.

A third challenge is administrative capacity. Capability-sensitive fiscal discipline is 
more demanding than either blanket austerity or blanket rescue. It requires reliable data, 
competent local administration, independent monitoring, and coordination across levels of 
government. Without these capacities, even well-designed reforms may become unevenly 
implemented.

The argument developed here also has its own limits. It is a theoretical and synthetic in-
tervention rather than a full-scale empirical test. Future research could extend the framework 
through regional case studies, sectoral comparisons, or micro-level analyses of how budgetary 
reforms affect lived capabilities in health, education, and local governance. Even so, the frame-
work is valuable because it clarifies the normative and institutional stakes of current Hungarian 
development.
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9. Conclusion
This article has argued that János Kornai and Amartya Sen should not be read as intellectual an-
tagonists. Kornai explains why overcentralization, patronage, and soft budget constraints erode 
accountability and waste collective resources. Sen explains why economic governance must 
ultimately be judged by the freedoms it secures for actual people. Taken together, they allow a 
more precise conception of a livable society in Hungary.

The core lesson is straightforward but demanding. Hungary does not need a choice between in-
discriminate state rescue and socially indifferent market discipline. It needs institutions that discipline 
organizations without abandoning citizens, and that protect capabilities without reproducing the moral 
hazards of selective bailout. This requires hard budget constraints for politically insulated actors, trans-
parent rules for public intervention, and durable investment in the infrastructures of human development.

In this reading, the normative task is not to soften every budget constraint, nor to harden 
every social relation. It is to decide where discipline enhances freedom and where it destroys 
the conditions of a dignified life. That distinction is the missing bridge between Kornai’s insti-
tutional realism and Sen’s human-centered political economy. If Hungary is to move toward a 
more equitable and genuinely livable social order, it will have to build precisely such a bridge.
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