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Abstract. The relevance of the study lies in the fact that welfare is a fundamental concept that was formed in the
origins of economic schools and theories. The purpose of the study is to examine the evolution of welfare theories of
economic schools and concepts. The study used the method of logical analysis, critical analysis to examine scientific
literature, theoretical aspects of the subject. It is established that the theory of welfare was marked by polarised
trends in the prevalence of the market or state; the theory of welfare is based on the imperatives of economic growth
(location theories, neoclassical theories, theories of cumulative growth, institutional theories, and new theories of
regional development); search for indicators of human development that go “beyond GDP”. It is discovered that the
rethinking of approaches to local and regional development at the present stage is associated with the actualisation
of endogenous development and the place-based theory. The study also identified that along with the theories of
welfare based on the economic concept, international studies spread theories that determine the social status of
people from the standpoint of their high standard of living and human development. The conducted research on
the evolution of welfare theories indicates the need to develop and implement a national policy that activates local
development and provides high-quality public services. The study was determined by many parameters: starting
from the type of social structure, the existing socio-economic situation in the country, ending with the development
of institutions and the features of the development and use of financial resources

Keywords: welfare, state, market, territorial community, economic growth, local economic development, human
development, quality of life, subjective welfare

The Problem statement

The economic doctrine that the country adheres to defines
the fundamental principles of transformation in the short
term and affects the opportunities for long-term development.
Undoubtedly, world and national scientific achievements
have created a powerful scientific and methodological ba-
sis for research that puts forward hypotheses about para-
meterisation, design, and financial support for the welfare
of individuals, communities, and society [1].

Welfare is a fundamental concept that was developed
in the origins of economic schools and theories, since any
changes, even those aimed at eliminating crisis phenomena
or, in a broad sense, the long-term prosperity of countries
are associated with the desire to improve the lives of the
residents. Therefore, there is little doubt that in the most gen-
eral sense, any transformation should be considered in an
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indissoluble connection with the understanding of welfare by
individual scientific schools, and a deep understanding of the
ideas and concepts underlying them. In this regard, it is im-
portant to emphasise the main theories and methods that
researchers have used in their efforts to consider welfare.

Analysis of Recent Research and Publications

The outlined problems require turning to interdisciplinary
research, primarily by outstanding researchers who laid
the foundations for the modern understanding of wel-
fare theories: A. Smith [1], J. Keynes [2], ]. Bentham [3],
K. Menger, E. Bohm-Bawerk, E. Wieser [4], D. Robertson [5],
A. Pigou [6], K. Arrow [7], L. Erhard [8], M. Friedman [9],
J. Rawls [10], J. Coleman [11] et al. Studies devoted to the
quality of life of the population, human development and

Hrynchyshyn, LM. (2020). Evolution of welfare theories in the postulates of economic schools and concepts. Scientific
Bulletin of Mukachevo State University. Series “Economics”, 7(1), 17-22.

Scientific Bulletin of Mukachevo State University. Series "Economics’, 7(1), 17-22 17




Evolution of Welfare Theories in the Postulates of Economic Schools and Concepts

welfare of many researchers, including: V. Lagutin [12],
O. Komiakov [13], S. Drazhnytsia [14].The researchers who
were engaged in the study of economic aspects of welfare:
O. Melnichenko [15], I. Lavrenkova [16], O. Glushchenko
etal [17].

Purpose of the study

The purpose of the study is to examine the evolution of
welfare theories in the postulates of economic schools and
concepts.

Research Results

Over the past century, most prominent researchers have
associated the definition of a good society with the search
for the economic power of countries as an integral com-
ponent of the country’s wealth. The change in key posi-
tions was based on reaching consensus in the relationship
between the main institutions of the market and the state,
the individual as a producer and consumer of public goods,
capitalisation of resources and capacity-building, which
were considered key values in achieving considerable eco-
nomic results. In this regard, A. Kolot notes “..economic
theory has studied and in fact continues to study the func-
tioning of economic systems mainly in the context of the
interaction of two key institutions - the market and the
state” [18].

In the context of substantiating the neoclassical
paradigm of development, V. Lagutin rethinks this posi-
tion, points to the triad of interests and notes that “if neo-
liberal methodology considers direct direct connections in
the triangle “man-market-state”, neoconservatism under-
stands these connections through the prism of individual
social groups” [12]. Although the researcher draws atten-
tion to the primitive forms of organisation of social groups
(family/household), this position is the basis for consider-
ing a community-centred approach that allows identifying
it as a certain social group (community), and an institution
the role of which was clearly outlined at the end of the last
century.

Consequently, the methodological foundations of
the study of the relationship “state-market-community” in
the context of ensuring welfare acquire a new meaning. It is
important to reach consensus among key institutions. From
this standpoint, R. Rajan notes: “a society suffers when one
of its pillars is weakened or excessively strengthened in rela-
tion to others. Markets are too weak — society becomes unpro-
ductive. Community weakens - society moves towards clan
capitalism. The state is too weak — fear and apathy dom-
inate the society. Conversely, if there is too much market —
society becomes unfair. Too much community - society loses
its dynamism. Too much state — society becomes authorita-
rian. Balance is what is critically important” [19]. In the sense
of this definition, it should be stated that over the past cen-
tury, economic theories and schools were developed under
the influence of the dominance of either the market or the state.

Historically, in the pre-capitalist period, welfare was
identified with a group of ethical theories of consequentialism,

the ideological and value foundations of which consisted
in obtaining good results, among which it is worth high-
lighting eudaemonism and hedonism. The highest form of
social existence and good society was seen in happiness.
More recent ideas are reflected in utilitarianism and rational
egoism.

In the context of the emergence of capitalism, mer-
cantilists made a certain attempt to understand economic
relations. Their attempt to show the complex system of the
economy through the prism of monetary relations and the
absolutisation of trade was outlined in the understanding
of welfare through the accumulation of money.

The beginning of the development of classical poli-
tical economy and economic science is directly related to
the teaching of A. Smith and his fundamental study “An
Inquiry into the Nature and Causes of the Wealth of Nations”
(in an alternative translation “The Welfare of Nations”) [1].
The outstanding economist and his followers are certain
that the welfare of a nation depends on the welfare of each
member of society, embodied in labour and capital.

It is important that in defending the idea of a free
market “laissez-faire” A. Smith did not reject the impor-
tance and role of the state in ensuring some state functions,
such as national defence. Political economy in his under-
standing is a set of scientific knowledge that a statesman or
legislator needs: “firstly, to provide the people with a gener-
ous income and means of subsistence, or rather to provide
them with the opportunity to acquire them, and secondly,
to provide the state or society with an income sufficient for
public needs” [1].

His position on the role of taxes is important, as he
advocated a real estate tax, but was critical of the progres-
sive personal income tax, considering it a form of “robbery”.

A. Smith formulated the concept of economic man
as the basis of society, arguing that “the personal interest
of each person forces them to look for profitable and avoid
unprofitable occupation” [1]. The main provisions of the
teaching of A. Smith regarding research on welfare issues:

1) welfare is a fundamental concept of the classical
school of economics and a generalising category at the level
of the country in general (the welfare of nations is studied),
through the prism of maximising the welfare of all members
of society, clearly defining the “top-down” principle and
understanding of the welfare (wealth) of the nation;

2) the individual welfare of each person, pursuing indi-
vidual interests (own benefits), is determined by the ability
to effectively use their own capital and labour.

In developing the foundation for future research,
classical political economy and its representatives laid the
foundations for methodological understanding and develop-
ment of many economic theories.

An obvious alternative to the classical understand-
ing of economic processes was proposed by J. Keynes in his
fundamental study “The General Theory of Employment,
Interest and Money’, in which the author defends the “welfare
state“ position by ensuring employment and reducing in-
equality in society, stimulating the demand of the population.
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In support of this, he notes that the most considerable
shortcomings of the economic society in which we live are
its inability to provide full employment, and its arbitrary
and unfair distribution of wealth and income [2]. This well-
known position is reflected in the functioning of the eco-
nomic model, which was characterised by the dominance
of the state and the need for state regulation of many so-
cio-economic processes.

The utilitarian theory of J. Bentham (from Latin util-
itas — benefit) is based on the philosophy of morality and
ethics, which identifies welfare with the happiness of people.
Important in scientific terms is his definition of the “util-
ity principle”. On its basis, the researcher sees the position
of the individual who should strive for happiness, in this
context he writes: “Nature has placed mankind under the
governance of two sovereign masters, pain and pleasure. It
is for them alone to point out what we ought to do as well
as to determine what we shall do’, and the role of the state
is to ensure “the greatest happiness of the greatest number
of people” [3].

Hedonistic views on welfare research prevailed among
representatives of marginalist analysis. Representatives of
the Austrian school of marginalism K. Menger, E Wieser,
E. Bohm-Bawerk [4], D. Robertson [5], A. Pigou [6] rethought
the postulates of classical political economy in terms of
determining approaches to the marginal utility of goods
and services. Using the methods of economic analysis, mar-
ginalists comprehensively studied the limits, the main ideo-
logical postulates that influenced the interpretation of wel-
fare:

1) in early marginalist studies, welfare is determined by
measuring people’s marginal utility and optimal resource
allocation;

2) in subsequent studies, ideas prevailed that success-
fully combined the best practices of classical political econ-
omy and early marginalism and formed a new school of
neoclassical economics.

A detailed welfare study was conducted by A. Pigou
in his work “The Economics of Welfare” [6], substantiating
the need to increase economic welfare (the national divi-
dend), and focusing on the need for mutual coordination of
interests of individuals, enterprises, and society. Indicating
the need for effective distribution in the context of sub-
stantiating economic welfare, he distinguished the welfare
of individuals, social groups, and society in general.

K. Arrow’s book “Social Choice and Individual
Values” [7] and the researcher’s theorem on the impossibi-
lity of “collective choice” (“Arrow’s Paradox”) caused a con-
siderable resonance in the middle of the 20* century. Deny-
ing the function of public welfare as an aggregation of the
welfare of individual members of society in the absence of
transitivity, he argued that the choice of alternatives should
be guided by its qualitative measurement.

An important methodological basis for studying
welfare processes is the transformation of the processes of
capitalism, which has been outlined in a neoliberal area.

The German school of neoliberalism (ordoliberalism) and
its representative L. Erhard, in his fundamental study
“Welfare for Everybody”, attaches great importance to the
desire to achieve an increase in overall welfare. The only way
to achieve this purpose is to consistently restore an economy
based on free competition. Such economic policy also leads
to the further expansion of conventional human civil lib-
erties [8]. Laying the foundations of a socially-oriented
market economy, the researcher sought to combine the
social and market foundations of the functioning of state
processes. The main postulates of his theory are to find a
compromise between liberalism and socialism. An important
aspect of L. Erhard’s theory is the identification of two
types of the welfare state: conservative-corporate (based on
the German model) and social-democratic (based on the
Scandinavian countries). The result of his theory was the
introduction of social insurance in Germany.

Researcher M. Friedman, being one of the found-
ers of the liberal movement, in his study “Capitalism and
Freedom” defended the ideas of reducing the role of the
state, including by “denationalising” the welfare state, while
widely promoting the freedom of the individual and the
family. The fundamental principles of his teaching are the
identification of two types of values: the values of relations
between people (as the right of an individual to choose free-
dom) and the values to use this freedom (as individual res-
ponsibility) [9]. Thus, the researcher indicates the importance
of relationships that are built on value principles.

In his study, R. Rajan, referring to the study of
M. Friedman, claims that he was an opponent of the social
security system, and cites a quote from the work: “In the
past, children helped their parents, motivated by love and
a sense of duty. Now they support someone’s parents out
of coercion and fear. In the past, money transfers served
to strengthen family ties, but now they destroy them” [19].
Thus, the researcher develops the need to balance the role
of key institutions: the state and the market, arguing the
need to consider the “third pillar” - communities.

Notably, the emergence of the idea of communitar-
ianism arose as a reaction to the liberal field of economic
science, in particular, the “Theory of Justice” by J. Rawls.
Based primarily on the teachings of Aristotle and Hegel,
critics disputed the assumptions of ]. Rawls that the main
task of the government is to provide freedoms and econo-
mic resources with which people should lead a freely cho-
sen life [10]. Although the idea of communitarianism has
been transformed in the modern sense, the emergence of
the community as a necessary institution in the functioning
of countries is evidence of the democratisation of society.

Examining the liberal worldview, P. Scroder notes
that delegating political decisions to the local community
will promote self-organisation, counteract the concentra-
tion of economic and political power, and cites Friedrich
von Hayek as proof: “The general feeling of the inhumanity
of society mainly results from the fact that political cen-
tralisation has almost completely deprived of the ability
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to influence the environment in which one is rather than
the depersonalised character of the economic process, in
which modern man is often forced to work to achieve pur-
poses of which one knows nothing” [20]. Thus, researchers
defend the need for self-determination and the self-organ-
isation of people by involving them in making important
local decisions.

Methodological individualism of J. Coleman [11]
and his “Rational Choice Theory” are well suited for de-
scribing a community, since it is considered in the context
of three types of ties:

1) macro-micro communication, where the social phe-
nomenon correlates with the individual level;

2) micro-micro communication, where a “stimulus”
generates a “response”;

3) feedback from the micro level to the macro level,
where individual actions are aggregated [21].

The paradigm of economic growth prevailed over
the past century, at this time research is intensifying in this
area, and the emphasis is shifting from the national to the
regional level. It is worth highlighting the main theories
aimed at increasing economic growth:

1) location theories (geographical determinism, stan-
dard theory, central place theory, spatial organisation of the
economy, industrial areas, sales market theory, concept of
the production cycle);

2) neoclassical theories (theory of economic progress,
marginal productivity theory, theory of production func-
tions, theory of technological changes, pricing theory, equi-
librium theory, optimum model, cycle theory, neoclassical
model, oligopoly theory);

3) theories of cumulative growth (cumulative causation
theory, growth pole theory, volcano model, core-periphery
model, agglomerations theory, peripheral territory deve-
lopment theory, innovation diffusion model, game theory);

4) institutional theories (theory of socio-psychological
institutionalism, inactive (permissive) class, theory of socio-
legal institutionalism, theory of conjunctural concept, non-
institutional theories, new institutional economic theory,
theory of industrial society, theory of transaction costs,
theory of technocratic determinism);

5) new theories of regional development (new economic
geography, new regionalism, innovative theory of econo-
mic development, theory of economic stabilisation, theo-
ries of endogenous growth, concept of national and regional
innovation systems, theory of market potential, theory of
sustainable development) [22].

Notably, in modern conditions, the rethinking of
approaches to regional development occurs through the
actualisation of the approach based on the theory of endog-
enous potential and place-based theory. The arguments in
favour of this are the uniqueness of each territorial commu-
nity and the ability to use untapped potential. This requires
a set of measures in terms of state regulation of local develop-
ment aimed at intensifying economic growth; development

of strategies based on local opportunities and innovative
ideas; application of differentiated principles to the local
economic development of the territorial community.

Notably, despite considerable economic progress in
the second half of the 20" century, since the end of the last
century, there has been a change from focusing on purely
economic approaches to an integrated combination of qual-
itative parameters of human development and estimation
of the standard of living. According to O. Glushchenko, “the
search for meters of human development that go “beyond
GDP” is currently transformed from an alternative stream
of scientific thought to an established scientific field” [17],
and A. Sen and Mahbub ul Haq were at its origins.

Since the 1990s, there has been considerable interest
in social indicators, outlining various doctrinal forms: social
progress, human development, quality of life, and welfare
in a new sense. The theoretical foundations of the study of
the welfare of an individual, territorial community, and the
country in general are a prospect for further research.

Conclusions

Having considered the evolution of views on the essence
and content of welfare theories, the first period of develop-
ment of economic welfare theories was marked by polar-
ised trends in the prevalence of the market or state, public
welfare was considered by theoretical economists in the
macroeconomic aspect and estimated from the position of
the entire set of individuals in general. Later, the analysis
gradually moved towards microeconomics, and social and
environmental parameters were added to the economic
content of public welfare.

In general, the key understanding of welfare is out-
lined in such theories:

1) theories of public welfare (the predominance of the
institution of the state or market);

2) theories aimed at intensifying economic growth (loca-
tion theories, neoclassical theories, cumulative growth the-
ories, institutional theories) with updating the approach
based on the theory of endogenous potential and place-based
theory;

3) theories that determine the social status of people
from the perspective of their high standard of living, human
development, subjective welfare, etc.

Thus, the development of welfare is quite broad and
covers a range of issues from overcoming inequality and pov-
erty in society to ensuring the welfare of all its strata. How-
ever, the way the welfare system is established is determined
by many parameters depending on the type of social struc-
ture, the existing socio-economic situation in the country,
the development of institutions and the specific features of
the generation and use of financial resources. A common
expression of all these concepts is a person whose view has
been transformed from a purely materialistic understanding
of one’s welfare to a broader sense - a person who professes
values and is in collective interaction.
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EBontoLis Teopin fo6pobyTy
y NOCTynaTax eKOHOMiYHMX LUKiN Ta KOHLUenyin
IpnHa MukonaiBHa [ pUHYNLLNH

IHcTUTYT perioHannbHUX gocnigxeHs iM. M.I. JoniwHboro HAH Ykpaitu
79026, Byn. KosenbHuLbKa, 4, M. J1bBiB, YKpaiHa

AHoTaUjsl. AKTya/IbHICTD CTATTI IIOJIATAE B TOMY, 1110 ZOOPOOYT € OCHOBOIIO/IOXKHOO KOHIIEIIIi€0, sika chopMyBanach
y BUTOKAaX €KOHOMIYHMX LIKi/I Ta Teopiil. MeTo CTaTTi € JOCIiKeHH: eBOIOLII Teopiit ;06pobyTy y mocTymarax
eKOHOMIYHMX IIIKi/I Ta KOHIIEMIiit. Y cTaTTi 0y/I1 BUKOPYMCTaHI METOJ JIOTIYHOTO aHaJIi3Y, METOJ KPUTUIHOTO aHAJII3Y
IUIs ONpALIOBAaHHS HAyKOBOI JIiTepaTypy, TEOpPeTUYHUX acleKTiB TeMu. BcraHoBIeHO, 1[0 Teopisa mob6pobyTy
O3HaMeHyBajacs IO/LIPU30BAHMMU TEHJCHIIAMY IIpeBAJIOBAaHHS PUHKY 4M HepXaBy; Teopis mob6bpolyty
I'PYHTYETbCSL Ha iMIepaTMBax eKOHOMIYHOTO 3pOCTaHH:A (Teopii posMiljeHHs, HeOKJIacU4Hi Teopii, Teopil
KyMY/LITUBHOTO 3pOCTaHHsA, IHCTUTYLIIHI Teopil Ta HOBi Teopii perioHalIbHOrO PO3BUTKY); HOLIYK BUMipIoBadiB
JIIOJICBKOTO PO3BUTKY, 1J0 BUXOAATD «3a MexXi BBII» (Beyond GDP). 3’sicoBaHo, 1110 IepeoCMIUCTIEeHHS MiX0/iB
IO MICI[eBOTO Ta perioHa/bHOrO PO3BUTKY Ha CY4aCHOMY eTalli ITOB’513aHO 3 aKTyajli3alli€l0 Teopii eH/JOreHHOrO
PO3BUTKY Ta KOHLEMNLii MiclleBOro eKoHoMiuHOro po3BuTky (place-based theory). BcranoBneno, mo nopsp 3
TeopismMu oO6poOyTY, 1110 ToOy[0BaHI Ha EKOHOMIYHOMY KOHIIEIIT], B MDKHAPOJIHMX JOC/I/PKEHHSX PO3IIOBCIO/KEH]
TeOopil, AKi BM3HAYAIOTh COLIia/IbHE CTAHOBUIIIE JIIOMEN 3 O3NIIII iX BICOKOTO PiBHA KUTTA Ta MIOLCHKOTO PO3BUTKY.
[IpoBeneHe HOCHimKeHHs eBoOMoOLii Teopilt ToOpoOyTy Bkasye Ha HeoOXifHicTb GopMyBaHHA Ta peanmizaril
Iep>KaBHOI IIOJITUKY B HAaNpsAMi akTMBi3anii MicIieBOro po3BUTKY Ta 3a0esNedeHHsA IyOIiYHMX IOCTYT BUCOKOI
AKocTi. JloC/ipKeHHA BU3HAYAIOCA OaraTbMa IapaMeTpaMy: IIOYMHAI0YY Bifi TUITYy CYCHIBHOTO YCTPOIO, HassBHOI
collia/IbHO-eKOHOMIYHOI cuTyanii B KpaiHi, 3akiH4yl0uy pO3BUTKOM IHCTUTYTIB Ta 0COOMMBOCTAMU (HOPMYBaHHS
Ta BUKOPUCTaHHA (PiHAHCOBUX pecypcis

Kniouosi cnosa: f[o6po6yT, fepxaBa, PUHOK, TepUTOpiabHA IPOMajia, €KOHOMiYHe 3POCTaHHA, MicleBUil
€KOHOMIYHMIT PO3BUTOK, JIIOACHKII PO3BUTOK, AKICTb XXUTTS, Cy0 EKTUBHMIL JOOPOOYT
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