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A B S T R A C T
The rescaling of the state and the general governance changes we
have witnessed in Western Europe since the sixties occurred in
Hungary in the last 25 years. In this paper I revisit the literature
on phenomena relating changes in urban planning governance
brought about by neoliberal regimes, and highlight parallel
issues in the after-transition Hungarian context. Challenges of
local governance are discussed, focussing on the mechanisms
that have fuelled segregation in the Hungarian urban context.
The paper concludes that glocalisation has been the main
outcome of the decentralisation of public administration also in
Hungary, whereas more recently rolling out of the state through
its development policies financed mainly from EU funds has
attempted to address urban inequalities and segregation. In part,
however, some of the urban rehabilitation attempts are based
on ‘diseconomies of conflict’, which means that results may
become unsustainable in the future.
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In his influential historical review The Cities of Tomorrow. An Intellectual
History of Urban Planning and Design in the Twentieth Century, Peter Hall
reviewed not only what (and who) has been the engine of urban planning,
but he also reviewed the societal changes behind the variations and phases of
urban planning across the world’s large cities starting from the end of the 19th
century.1 In this paper, I focus on the more recent past and attempt to grasp how
the governance changes fuelled by neoliberalism can be tracked at the level
of challenges of urban planning relating segregation. My starting point is the
rescaling of the state and the general governance changes we have witnessed
in Western Europe since the sixties. Similar changes occurred in Hungary,
unsurprisingly quite belated, though, in the last 25 years. After revisiting the
literature on phenomena relating changes in urban planning governance brought
about by neoliberal regimes, and highlighting parallel issues in the aftertransition Hungarian context, the challenges of local governance are discussed.
Here I focus on some selected mechanisms that have fuelled segregation in the
Hungarian urban context. The paper concludes that glocalisation has been the
main outcome of the decentralisation of public administration also in Hungary,
whereas more recently rolling out of the state through its development policies
financed mainly from EU funds has attempted to address urban inequalities
and segregation. In part, however, some of the urban rehabilitation attempts are
based on ‘diseconomies of conflict’, which means that their results may become
unsustainable in the future.
Rescaling of the state and
addressing social challenges in urban governance
Western Europe has witnessed great dynamics in urban governance in the period
after 1960. This dynamics is strongly connected with the states’ changing roles
and capacities. Neil Brenner summed up the phases of urban restructuring
and state reorganisation as follows: Spatial Keynesianism (early 1960s–early
1970s); Fordism in Crisis (early 1970s–early 1980s); Glocalization Strategies,
Round I (1980s); and Glocalization Strategies, Round II (1990s).2 The main
distinction between the phases is based on how the state has changed the scale,
goals and tools of its interventions, and to what extent its manifestation in space
altered. Whereas in Europe, until the early seventies the state was oriented
towards territorial equalisation as a national project, in the consecutive periods
it has rather facilitated the formation of competition strategies of urban areas
by devolving economic and other regulation to lower tiers and assisting the
re-concentration of assets into powerful or growth areas. Regarding the strong
state phase, Brenner claims that:
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“Spatial Keynesianism represents a state-led scale-making project in
two senses. First, it entailed the establishment of a system of subnational
institutions for the territorial regulation of urban development. Second,
it entailed the embedding of major local and regional economies within
a hierarchically structured, nationally focused political-economic
geography. Throughout the postwar period, local governments were
subsumed within nationalized institutional matrices characterized by
centralized control over local social and economic policies, technocratic
frameworks of metropolitan governance, extensive interregional
resource transfers and redistributive forms of national spatial planning.
Taken together, such policies and institutions attempted to secure a
structured coherence for capitalist growth (a) by transforming cities
and regions into the localized building blocks for national economic
development and (b) by spreading urbanization as evenly as possible
across the national territory”.3
Under these conditions, local governments had a more dependent position.
However, when the seventies proved ineffective in balancing territorial
inequalities despite large-scale equalisation efforts within the state borders, and
at the same time the European project began to crystallise, there was a shift
in state regulatory arrangements. The new arrangement relied on identifying
and boosting growth areas (urban areas and agglomerations) further to make
them more competitive, and to address social challenges on this scale. At the
same time, general changes in public financing occurred: national levels faced
drawbacks and local levels were forced to rely more on own initiatives and
developments, and hence they were put on own development trajectories.
According to Brenner, the 1980s unfolded the retrenchment of the national
welfare states further resulting in a changed local governance concept.4
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This new version of “entrepreneurial form of urban governance” was the
guiding principle when cities in the European area launched economic
development and regeneration strategies to attract more investment, and hence
further contributed to interlocality competition. The process was fuelled by
further devolution of formerly state-run functions to local level like economic
development, social services and spatial planning, too. This process has
brought about great institutional changes, with many autonomous development
institutions, which could be controlled by unaccountable political and economic
elites who aimed to re-concentrate or enhance socioeconomic assets within
cities, and shift the emphasis from local welfare delivery to promotion of local
economic development. This process of “glocalisation” aimed at accumulation

of capital “(a) by promoting a systematic reconcentration of industry and
population within each national territory’s most competitive locations, (b) by
permitting and even encouraging divergent, place-specific forms of economic
governance, welfare provision and territorial administration within different
local and regional economies, and (c) by institutionalizing intensely competitive
relations, whether for public subsidies or for private investments, among major
subnational administrative units”.5
The nineties, however, show that too much inequality halts growth:
metropolization and regionalisation were sought to balance inequalities whilst
supporting competitiveness at the same time. Peck and Tickell go further to
claim that “by the 1990s it had become clear that recurrent failures of a quasisystemic nature in areas like transport, food systems, and pollution, and even in
financial and labour markets, called for responses outside the narrow repertoire
of deregulation and marketization”.6 Thus, a “downscaled spatial Keynesianism”
has been introduced, and equalisation efforts become strong again, though only
regarding a very constrained spatial unit – the city, in a glocalising context.7
The city with social conflicts is necessarily challenged by the “new” role and
the available tools. Hence, urban planning had to invent a different approach.
Guiliani and Bianchi point out that ”instead of capitalism as the structuring
principle in the political and spatial organisation of the city … satisfaction of
social needs [become] … the guiding principle for urban planning”.8 Supported
by the urban movements, a more just urban space is being strived for. Still,
the (g)localisation processes’ effects represent limitations and benefits at the
same time. Decentralisation, the basis for localisation, was thought to embody
a different form of government.
This governance model was expected to
“Steer rather than row; be concerned about results rather than inputs; be
more preventative rather than curative; deploy more innovative mixes
of competitive market and collaborative community problem-to-solve;
and enable and empower rather than directly provide. … Not only was
old-style centralist, hierarchical, rigid bureaucracy no longer nimble
enough to respond flexibly to a complex, rapidly changing world, but
also an enterprising public sector could operate more effectively on tap
rather than on top, availing of the dormant potential of overlooked social
productivity in the public”.9
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Peck and Tickell point to the fact that the above dimensions are actually
contextualised in the neoliberal discourse.10 Neoliberal regimes “punish” urban
areas that fail to sufficiently address challenges that hinder growth and economic
prosperity. Thus, unsurprisingly, localism turns out to be more problematic for
urban areas where there is a culmination of social issues and the growth and
competition potentials seem to be more limited. Especially, the combination
of localism and contested space seems to be problematic, whilst offering some
solutions in the conflict over space and resources.
It seems that it is not ‘the public’ but the ‘publics’ that are in rivalry and
planning based on and with a ‘community’ in terms of a population bound to a
select spatial unit can turn out to be a counterproductive approach. “A planning
process that responds mainly to the preferences of such local segregated areas
risk reinforcing the division and ghettoization”.11 If we consider the community
or neighbourhood level being the micro-level, the city the meso-level and the
national level the macro-level, it becomes obvious that the lowest level is the
one where the social issues culminate and conserves these areas to perpetuate
further down according to their historical pathway, that is, disconnected from
the dynamics of the urban area they are enclaved in.
Urban regeneration approaches that drastically address this disconnected nature
of run-down neighbourhoods can often fall into the trap of the “diseconomies
of conflict”,12 which means that in order to better serve the residents of such
communities, the local governments or service providers create parallel services
to make sure the community gets access to quality services that address their
particular needs locally. Equivalent services are created instead of granting
access to mainstream services outside the neighbourhood or those run by other
ethnicities or groups with which the long lasting conflict has been enduring.
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To conclude, the recent years have shown that the rescaling of the state in
space, that is, devolution of numerous tasks and redesign of redistribution
systems to make cities more competitive, left many cities alone to address
social challenges. In part, the states have ‘rolled out’ to address some of the
challenges more efficiently at a meso-spatial level. At the same time this has led
to a particular position of run-down neighbourhoods within the (g)localisation
concept of the city:
“Yet while zones of deeply impacted poverty and social exclusion
may have been no-go areas for neoliberals during the 1980s, in its rollout guise neoliberalism is increasingly penetrating these very places,
animated by a set of concerns related to crime, worklessness, welfare
dependency, and social breakdown”.13

In the next two sections I intend to illustrate exactly this process in post-transition
Hungary, based on a brief historical review of decentralisation and what
challenges urban segregation has been causing and what sort of interventions
have been created that are in part highly “diseconomic” in Gaffikin’s terms and
hence remain vulnerable to financial cuts and regulatory rigidity.
A brief history of decentralisation and
recentralisation in Hungary since 1990
The political and economic transition of Hungary started in 1990 and turned
the Hungarian administrative system upside down. The so-long deconcentrated
council system with a strong county level was replaced by a system based on
over three-thousand local governments, all with equal self-governing rights and
a long list of duties. The duties were to be performed from revenues which were
in part allocated by the central budget, and to another part from local revenues
which had to be raised to cover them. The state transferred the ownership of
many assets to the municipal governments who could privatize or sell many
real estates (except for roads, cemeteries and public parks for example) to get a
working capital for running the services and plan for investments.14
Beyond uneven economic opportunities in the immediate after-transition
years, social restructuring contributed to increasing territorial disparities,
as more backward regions hit by the effects of the transition had necessarily
less success in raising revenues (e.g. due to much lower personal income tax
revenues as they had many unemployed residents), and running services and
getting developments boosting their localities. A couple of years later, already
by 1994, the local “freedom” (both financial and in defining local level services
and developments) has been curtailed significantly to manage the inner and
foreign debt of Hungary, and expenditure on social services and education
was severely cut back. Szegváry emphasized that this change – that is underfinancing of local governments - gave the momentum for local governments
to react to the cut-backs by developing revenue generation strategies, like
imposing local business taxes and other fees, and to look for options to perform
compulsory tasks at lower costs, for example by outsourcing activities to forprofit or non-profit organisations.15 The capacity of the local leadership and staff
seemed to be a determining factor of the performance of local governments: in
order to improve local capacity, trainings were put in place to transfer necessary
knowledge to the local administration for running the municipalities. As
municipalities have both “local matters” and “affairs of authority” to complete,
this was especially important. The tasks relating affairs of public administration
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were and are organised in a deconcentrated manner (such as issuing building
permits or undertaking steps relating child well-being, which are prescribed by
central regulations) as opposed to municipal authority issues (such as organizing
local service delivery).
Already the mid-nineties witnessed a restructuring of the fragmented local
governance system: as of 1994, statistical micro-regions were established
and from 1996, municipalities of micro-regions could ally and establish
common institutions and services, and most importantly, launch developments
and investments to achieve a more synergetic effect. For example, schools,
kindergartens, health and social services could be run in voluntary association
so as to share the costs of operation. As of the Act of XXI from 1996, microregions were considered the lowest tier of spatial and regional planning, and
as of 2004, all micro-regions of Hungary were obliged to establish regional
planning associations. This was especially important as a share of European
Funds was allocated through and for micro-regions.
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The micro-regions and micro-regional level associations acted until 2013, when
the coordinative tasks were transferred to the newly established districts which
have quite similar spatial coverage but have been established as deconcentrated
organs, and most of the voluntary micro-regional level service provisions such
as health and primary education were centralised.16 Along with this change,
which was effectively launched in 2011 by establishing so-called governmentauthorities that step-by-step took over decentralised tasks and acted as onestop shops, many until-then decentralised tasks were lifted from the single
municipalities to the newly established district authorities. This process
affected not only day-to-day management of authorization related tasks, but
also affected social, health and education service delivery, and the funding and
provision of various labour market services. The municipalities’ resources via
the redistribution system have been restructured considerably.17
Planning and design of local (spatial) development has remained the task of the
local municipality, whereas service delivery which is crucial in terms of social
inclusion has been transferred to the districts.
The above process is similar to what has been described as a process of rescaling
of the state in space in the section above, as it demonstrates how decreasing and
increasing of the presence of the state can occur at the same time. This is the
context of the still ongoing reshaping of spatial inequalities in Hungary, which
is the subject of the next section of the paper.
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Already at the beginning of the nineties, local governments received the
responsibility to provide for most of the public utility services, social services
and basic health services at local level. They responded to this challenge with
varying models, in terms of organizational structure and cooperation among
settlements, and quality of provision. Insufficiency of central grants and the
necessity to raise own resources or draw on loans were very common to cover
the compulsory services and to complement them according to local needs.
Thus, local governments and their service providing institutions have become
genuinely uninterested in attracting or keeping population groups in their
service areas that ‘cost more’, mostly population hit by poverty and exclusion.
In case there is a spatial concentration of socially vulnerable inhabitants,
municipalities are even harder hit by service duties that demand additional
funding. Evidence has shown that there are several responses to this increased
needs: 1. do nothing and let the population live with low capacity services
resulting in under-served areas and further downward perpetuation of the area
due to under-investment into the services, 2. increase service capacity and
diversify it according to needs, 3. decrease public service delivery capacities
further which would on the one hand result in an outflow of the inhabitants from
the area, mostly followed by the inflow of even poorer residents as real estate
prices may fall, and the creation of ‘parallel’ service delivery for example by
charity organisations.18
Obviously, the availability and concentration of low cost housing, either in
private ownership or as social housing are key elements of the decline of areas.
In the Hungarian case, many times, such decline is also strongly connected
with white flight. White flight has occurred as a reaction to the inflow of poor
Roma families into declining neighbourhoods, many times fuelled by social
housing allocation techniques, arrangements of housing privatisation and urban
development policies of municipalities.
The history of the interplay of these three key elements (social housing allocation
techniques, arrangements of housing privatisation and urban development
policies of municipalities) goes back to as far as the before transition years, but
often times also the urban development processes of the early twentieth century
and after World War II years have defined the foundations of later development.
The role of out-migration, downward housing mobility and local rehabilitation
policies are factors that have contributed to spatial concentration of Roma.19
The processes in rural areas are even more rapid, and have started already back
in the seventies.20
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For example, extensive urbanisation in the beginning of the 1900s had been
created by man-power that was also housed in the areas in low-comfort housing
in selected transitory neighbourhoods, regularly in rented housing.21 These
dwellings were nationalised after the World War by the beginning of the sixties
and were operated as council housing with very low maintenance and investment
levels until the transition.22 The next wave of urbanisation in the years of socialism
went along with large scale (overwhelmingly prefab) housing construction.
Whilst the first type of housing was often allocated to poorer families who could
not afford investments or upgrade the homes and fell often in arrears with rent
payments, the ‘new’ prefabs represented high quality housing with very good
service delivery and often arranged in self-contained neighbourhoods, basically
evoking the ideal of neighbourhoods that served as tied accommodation for
professionals like miners or clerks around the turn of the 20th century.
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Around 1990, along with the general privatisation trends, a large share of the
state owned housing stock was transferred to the municipalities (for the context,
see above section), and housing privatisation in mass scale was launched. Out of
the 1990 21% social housing stock, by the end of the nineties less than 5% was
in public hands. Only a very small stock was disclosed from selling, and it was
rather the social conditions of the tenants that defined whether the housing could
be purchased by the sitting tenants or not.23 The public stock got residualised:
44% of households where the head of a family was an unskilled worker lived
in municipal rental, whereas this ratio was only 8.4% among the white-collar
workers.24 Where social housing was concentrated, better-off families moved
away, the rest being unable to privatise the homes due to low financial capacities
or accumulated arrears. Municipalities tended to allocate housing in such areas
rather to poorer families, which exacerbated the decline of such neighbourhoods.25
In other cases, if the location of the stock was strategically important because of
the rent gap that could be endorsed in later years for example framed by urban
rehabilitation projects, municipalities did not sell the homes to the sitting tenants
and waited until time would come for launching the investments.
More recently, Hungary witnesses the repeated phenomenon of poverty
suburbanisation which took first place in the early nineties when jobless
households downgraded housing and moved to cheaper areas which at the same
time meant less chance on the job market and lower service quality. This time,
especially in areas with non-recovering post-transition economy and elsewhere
also after the 2008 great financial crisis, outflow into neighbourhoods that serve
and are classified as recreational areas with lack of even basic infrastructure
supply, seem to attract the poorest of the poor, both from within and from outside
the given town.26 In cases when it was the better-off who “occupied” such

neighbourhoods, they could achieve the regularisation of the neighbourhoods
by letting it reclassify as a residential area. However, in case these areas have
become rather a pocket of poverty, municipalities tended to neglect the process
and left these areas to be non-residential zones because this way they had
no investment and service delivery obligation in the neighbourhood.27 This
phenomenon is broadly similar to that in Serbia or elsewhere in the South East
European countries.
Incentives for tackling segregation and local planning
In Hungary, beyond exploring individual strategies and discrimination in
general, special weight has to be given to local governments’ interventions
when we want to understand the mechanisms that foster segregation. Local
governments are key players (even after the recentralisation trends of the past
two years) because most of the service delivery and policies of spatial relevance
for areas with high concentration of vulnerable groups are driven by them.
Nevertheless, different authors may have different conclusions about exploring
which element of the local governance system is the most powerful when it
comes to fostering segregation. Whilst some deal with the constraints posed
by the intergovernmental governance settings,28 others focus on how public
players, including the (local) social sector, reproduces vulnerability because of
its own institutional interests.29
With the EU accession, a new spatial dimension has been strengthened
relating urban planning and development: to foster the competitiveness of
the new member states, dedicated development funding has been steered to
enhance the towns and cities, based on economic and social development.
The EU-level action behind this process was the 2007 Leipzig Charta which
described the main features of sustainable and inclusive urban development.
Consequently, the Hungarian Government (the line Ministry responsible for
urban development issues) changed the paradigm in urban development in
Hungary, too, and beyond infrastructure and housing development it included a
complexity of aspects in the planning process.
Thus, a supra-local “rule of the game” was imposed which at the same time
contained a very a strong financial incentive for the local governments to think
about addressing spatial challenges effectively. The social inclusion based
development pillar was designed as a so-called social rehabilitation initiative
in Hungary, with large-scale funding for investments in downward perpetuating
and segregated neighbourhoods in towns, including the capital city of Budapest.
With the support of the National Development Agency, any urban infrastructure
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related investment financed from EU funding was conditioned by the
elaboration of a so-called integrated urban development plan, which had to take
into account all spatial aspects of urban development, including focusing on
the effects of urban processes on segregated urban neighbourhoods. In case
there were segregated neighbourhoods in the cities,30 a special Desegregation
(or Anti-segregation plan) had to be developed throughout a mentored process,
supported by the Ministry for Social Affairs.
For example if there was a Roma neighbourhood in a town, the municipality
had to work on a plan to make sure that the local processes and developments
will be designed in the future in a way that the downward spiral of these
neighbourhoods can be halted, and an action plan for this neighbourhood
containing development or mainstream policy related measures (with a timeline
and possible funding) had to be included in the Desegregation plan, too. The
time scope of the plans was 2007/8-2013.
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The social rehabilitation project plans included beyond infrastructure
development social programs, such as education, health, community building,
labour market interventions, etc. up to 5-15% of the project costs. The main
innovation of the social urban rehabilitation projects is that they aim at
handling both social exclusion of the residents and upgrading of the affected
neighbourhoods. They do so by a profound needs assessment (framed by
a strategic framework supported by a well elaborated methodology – the
integrated urban development plans, the desegregation plans, and the detailed
development plans for the action area), and a tailored composition of hard and
soft development measures. There is a broad range of activities, depending on
the selected projects. Mostly, the focus is on infrastructure development (roads,
access to public utilities) and (social) housing refurbishment (regularly only
from the outside), supported by some trainings and short-term employment
programs. The most comprehensive program so far in Hungary has been
running in Magdolna neighbourhood in Budapest District VIII, where the
most important areas of intervention have been as follows: building of new
and upgrading of old social housing, clearing tenancy rights, health programs,
education programs, sports (new sports facilities), employment programs
(mainly job search and trainings), anti-discrimination, community building
(including establishing a new community centre), crime prevention (including
CCTV), green area development/development of public space, transportation/
traffic development, intensive social work, including private homeowners into
the housing actions, and last but not least road and pavement infrastructure
development. As a result, Magdolna District has been ‘put back’ on the map of
Budapest via the interventions, new private housing investments have launched
and its status has improved – even if only slightly.

To sum up, with the help of rescaling the responsibility of the state (by dedicating
funding from the large EU budget), the local governments have been incentivised
to address social exclusion within their administrative areas within a territorial
approach whilst making use of all planning and design competencies they
have, and relying on their service delivery capacities. Beyond more promising
projects, some initiatives have demonstrated that in case service delivery is
duplicated in the segregated neighbourhood, with the end of project financing
the local government will face difficulties in maintaining the social inclusion
and social work activities in the given neighbourhood, thus ‘diseconomic’
solutions may turn out to be problematic on the long run, and hence, the gap
between the neighbourhood and the town will prevail.
Conclusions
In this paper, I summed up the governance changes that affected local urban
agendas in the past decades. I showed some similarities between the posttransition Hungarian local governance system’s challenges and those of WestEuropean glocalising cities. I argued that problematic spatial areas represent a
special encounter: the decentralised governments are discouraged to deal with
them, whereas, at the same time, they contest the development of the cities.
Therefore, a re-rescaling of the state has been necessary to bring ‘back’ these
areas’ problems on the agenda. In Hungary this has happened with introducing
a ‘supra-national’ rule of the game represented by EU funding and relating
obligations. In part, however, some of the urban rehabilitation attempts are
based on ‘diseconomies of conflict’, which means that their results may become
unsustainable in the future.
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