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EXECUTIVE SUMMARY

Briefly, the Consultants responsibility was to
"systematically address the local government’s role
in the urban planning and housing process".

The Consultarts studied the current system and
developed an understanding of the strengths and
weasinesses of the system in the context of
Hungarian local government.

The Consultants found that the governmental
permitting processes created few, if any, obstacles
in the path of the expansion of private housing
development. The major obstacle was in the
extremely high interest rates prevailing in the
country.

The current state of flux and transition in Hungary
creates political, philosophical, and, of course,
financial obstacles much more significant than any
produced by governmental processes.

Findings

*

Kecskemet has not yet found s sense of direction
and settled on lcng-term policies for its future.
The Consultants assisted in an initial effort
toward that goal.

Staff leadership is still largely exercised by
long-term employees who have not demonstrated the
abili*y to adjust quickly and creatively to the new
potential reality. 1In all fairness, it must be
Fointed out that the legislative body (Assembly),
with its overvhelmingly party political
orientation, discourages creuntive thinking.

The City’s recently updated General Plan for the
urban area was prepared without community input and
environmental consideration. It lacks vision,
specific elemants, such as housing, environmental
protection, and implementation.



The City's staff is largely administrative and
would be hard pressed to undertake substantive ;
technical work or manage consultants effectively.

National funding sources have dried up and the City
has chosen to initiate only very limited, and
somewhat ccunterproductive property taxes.

Natinnal and international political and economic
issues overshadow many of the lccal determinations.

Recommendations

*

The City should review its existing legislative and
administrative structure to determine how that
structure impacts its decision-making process.

On the basis of that review, the City should
institute appropriate organizational and stafZfing
changes which would enable it to compete
effectively in a market oriented Western
environment.

The City should review the initial goals and
formally establish an agreed upon set of such goals
to provide guidance to its committees and staff in
their ongoing work.

The City should inventory all its real property
assets so that theze can be effectively managed,
maintained, operated and disposed of, as needed.

The City should conciously and deliberately
encourage and stimulate participation by its
citizens at all levels of its activities.

The City should integrate environmental
considerations in all future development project
reviews, and begin, as soon as economically and
technically feasible, to mitigate the worst of the
existing occurrences of pollution.

The City should take an active role in the
governance of its region, regardless of the
currently existing jurisdictional framework. This
will require that Kccskemet assume leadership in
creating a structure for regional cooperation.



The City should investigate innovative methcds of
real property taxation, and in order not to
overburden the local taxpayer, should cooperate
with other cities and associations of cities in a
review of the total rational tix structure and the
distribution of the revenues derived.

In order to strengthen its tax base the City
suould initiate an early effort to renew those
parts of the central city which are in need of
infrastructure and improvement. While such
improvement and modernization is badly needed,
utmost care should be exercised to retain the
visual feel and special ambiance which gives
Kecskemet its character.

In order to achieve many of these prcposed
improvements, the city must combine public and
private funding sources so that the improvements
can be made without damaging the economic viability
of the City.
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INTRODUCT LON

A. THE ASSIGNMENT

The general purpose of the study was delineated in
the Scope of Work assigned to the Consultants. It was
substantially as foll.ws:

"....will systematically address the local
governmert's role in the urban pPlanning and housing
development process, and will design and implement more
efficient procedures for executing these tasks. The
procedures designed are to be equally useful to
individual families developing their own housing and to
small scale developers/contractors.

Specivically, the following areas would be
addressed.

1. Zoning and urban planning procedures,
including subd.vision regulations, the scale,
locations, and phasing of development, and
citizen participation in the planning process.

2. Local government process for granting building
permits, inspection of units during

construction, etc.

3. Infrastructure planning and the construction
(contracting and supervision) procedures.
(This is especially important as small scale
builders will need sites that are already
serviced.)

4, Anfrastructure finance: options include the

’ community‘s general revenues, user fees
collected through the Property tax or utility
charges, and fees assessed at the time of
development.

5. Land sates: title search, title transfer and
regiscration, information available to the
public on land sales and land market
operations, sales of publicly owned land.



B.  IHE PROCESS

Since July 1991, the Consultants (Adam Krivatsy and
Walter Monasch) have spent approximately 4 months each
in Kecskemet.

The Consultants spent the initial phase becoming
familiar with the currently existing local municipal
government (Self-Government) and the public and, wheie
appropriate, private framework within it operates. fThis
familiarization consisted of attending Assembly
(comparable to US City Councils) meetings, Assembly
Committee meetings, Staff meetings, individual
interviews with the heads of the Departments whose
operations are relevant to the major focus of the study,
private professionals who work in the areas of the
gtudy's prime focus, and a variety of private persons
who are in the housing development field.

The second phase of the project built on the
investigations undertaken during the first mission in
the summer and reflected the somewhat changed Scope of
Services which resulted from that first mission and a
follow-up information meeting in Washington, Dc.

The Consultants continued to meet with local
contacts in order to strengthen the connections which
had begun during the first micsion. We believe %hat
these efforts enabled them tc become substantially
accepted in the community not only as outside experts,
but as participants in the community's struggles to meet
the challenges of new, and very trying conditions.

1. Goal Setting

The Consultants organized a series of Goal Setting
Workshops which took place in early December 1991 and
which resulted in specific assignments to the local
community. The importance of these assignments was
emphasized to the Mayor, several leading Assembly
members, and key staff. The Consultants returned to
Kecskemet in early April 1992 to assist the local
participants during.the discussions before the Assembly
and to guide them into, and perhaps through, a public
discussion and adoption process.



They also worked with the Mayor, Assembly Committee
Chairmen and key staff toward the implementation of some
of the recommendations resulting from the Goal Setting
- Workshops and their subsequent deliberations. Some
possible actions needed may be a reorganization of some
city staff or some revision of local rules and
regulations.

2. Leports

Tie Consultants prepared a number of memoranda
addressing several of the issues as they arose during
our investigations. They are briefly discussed below.

POSSIBLF ORGANIZATIONAL STRUCTURE
This discusses th: creation of a Community
Development Office which would centralize all the
staffing functions needed for an effective service
to the general public and the private development
community.

PROPERTY TAXATION SYSTEM
Local Government in Hungary has not historically
had a property taxation system. This proposal is
made to investigate the possibility that such a
system could be used to both raise revenues and
guide planned development.

LONG-RANGE PLANNING FUNCTION
This arose out of extensive discussions which
pointed out the n:ed to assure the independence of
long-term thinking. The Mayor repeatedly expressed
his frustration about the fact that the planning
staff was so busy with day-to-day responses that no
time and effort could be spent on future thinking.
Key staff reflected the same concerns. Thig paper
could serve as a focus for organizational reform in
Kecskenmet.

FINANCING OF INFRASTRUCTURE
Although this paper was initiated because of the
specific needs in some of the outlying areas of the
city, some of its recommendations could well prove
useful in the central sections of the city.



REDEVELOPMENT

Substantial sections of the city are deteriorated
and suffer from lack of public infrastructure and
other services. This paper suggests the
establishment of a formal redevelopment process to
address these needs including a separate city
agency and staffing.

PLANNING STRUCTURE AND PROCESS

GOAL

This paper discusses the whole hierarchy of public
planning activities from the establishment of broad
Goals and Policies to the specifics of the
individual Building Permit. It results in some
general recommendations, the implementation of
which is related to some of the other suggestions
discussed in these papers.

SETTING WORKSHOPS
This is a description of the proposed workshops and
of what they were proposed to achieve.

DRAFT OF SUGGESTED GOALS AND OBJECTIVES

This paper reflects an idealized set of goals and
objectives which a community might adopt for its
future. It was not presented to the workshops in
order not to influence the discussions unduly. At
some future time it might be appropriate to compare
the locally stated goals and objectives with those
in this paper.

NOTES ON GENERAL GOVERNANCE AND DECISION MAKING

After the gcal setting workshops were completed,
the Consultants discussed the general difficulty of
making public decisions under the current
governmental system of self-government. This paper
deals with some of the currently inherent problems
and suggests some alternative arrangements for
consideration.

REPORT ON THREE INITIAL WORKSHOPS

This memorandum spells out the summary results from
the three basic workshops, specifically listing the
PROBLEMS raised and POTENTIAL SOLUTIONS suggested.
This memo then became the basis for the follow=-up
workshop, participants in which consisted of
representatives of the prior three sessions.



In addition to the above mentioned documents, the
Consultants had available to them the Manual for

Faciljtation of Goal Setting Workshops prepared for them
by Dr. Cheney. They believe that this document will be

most useful in further similar situations in Kecskemet,
other Hungarian environments and most likely in other
country settings.



C. ORGANIZATION AND USE OF THIS REPORT

This report is the third one of three substantive
reports submitted by the consultants. The two previous ones
were 'progress reports" written upon conclusion of the fact-
finding and preparatory missions, with the intent to serve
as bases for discussion, and to share interim findings with
Washington. The two interim reports contributed to refine-
ments in the consultants’ scope of work, and also helped
U.S.A.I.D. officials in shaping subsequent assistance pro-
grams. In addition to these two reports, the consultants
advised ICMA of their accomplishments through brief weekly
progress reports.

The final report aims to communicate to two audiences,
and therefore its contents are organized in two sections.

The first section addresses American readers: the
officials of U.S.A.I.D., ICMA, the Urban Institute, and
selected U.S. consultants who are engaged in technical
assistance throughout Eastern Europe. 1In this section the
consultants candidly share their findings, regardless of
their sensitive :iature. The contents of this section are
written to benefit other, similar programs, and are limited
for strictly internal use. :

The second section addresses primarily the City of
Kecskemet. 1In it the consultants articulate their re-
commendations for the Mayor, staff and elected officials
of Kecskemet. Depending on the response of the "pilot
city," the contents of this section will be shared with
those associations, public agencies and institutions that
can contribute to the U.S.A.I.D. program through distribu-
tion and broad application of the consultants’ recommenda-
tions.



FINDINGS



I. FINDINGS

_A. FACTORS AFFECTING PLANNING FOR DEVELOPMENT

The very thought of planning (ahead) implies that the
goals are known and that the means required for implement-
ing the plans are either on hand or obtainable. In Kecske-
met specific community goals have been just recently defined
through a comprehensive goal-setting process initiated by
the U.S.A.I.D. Consultants. These goals are still awaiting
discussion and endorsement of the Assembly. Formal adoption
of some community goals will be difficult b2cause the Self-
government still operates in a ge-active mode, where not
thoughtfully established goals, but rather unexpected emer-
gencies and opportunities affect the elected governing body’s
daily decisions.

Means for implementing plans include the necessary
financial resour:ces, and in this regard Kecskemet is no
better off than other Hungarian Cities: the Self-government
has very limited income potential of its own; it has to rely
on financial support from the Central Government just to
provide basic services to its residents. While the munici-
pality has legal rights to raise funds through taxation,
this is merely a theoretical option, because the population
is already overburdened. .

In brief, the two basic criteria required for effective
planning are barely present in Kecskemet, and in other
Hungarian cities of similar size.

In addition to thesz criteria required for undertaking
a meaningful planning program, there are a number of factors
that influence the planning process. Those factors will
determine the degree to which plans can be effective in
realizing community goals.

These factors vary, depending on the social, economic,
political and climatic conditions. 1In Hungary, and more
specifically, in Kecskemet the following factors affect
pPlanning for new (private) development within the
community:

1. Community Identity. Demoted to a simple municipality
from its former position as a county seat, and having
lost much of its industries, Kecskemet struggles to
define its future potential, it is in search of its



identity. In order to plan for its future, the city
will have to determine what kind of community it wants
to be.

Leadership. The present form of Self-government does
not allow for strong, inspiring leadership. Staff
leadership is still largely exercised by long~term public
servants, who have been discouraged from exercising
initiative, and who have not shown much ability to take
advantage of their new responsibilities. Thiz attit e
will have ta be cnanged through inspiring leadership.

Effective Teamwork. With the new multi-party system the
Self-government has to rely or. teamwork. Instead of the
required teamwork, Kecskemet’s elected leaders are mired
in power-plry, induced by party politics. It is expected
that in time the party fractions will learn to work to-
gether.

Decision-making Process. Lack of responsible leadership
and party politics slow down the decision-making process.
Decisions are also hampered by lack of trust. The
simplest decisions must ke made "in committee" cue to the
lack of trust in other parties, or staff capabilities.
This attitude will have to change if Kecskemet is to
prosper.

Staff Capabilities. The extent and the composition of
the staff inherited from the previous regime reflects
the City’s past role of simply administering programs
handed down by the Central Government. Inundated with
new responsibilities, and lack:ing adequate resources,
the present staff is largely administrative, and would
be hard pressed to undertake specific, technical work,
or to manage consultants effectively. A critical review
and restaffing of the Mayor’s Bureau would be in orcer.

Coordination. The Mayor’s Bureau has about -.80 employ-
ees in five independent Offices. These five bureaus
coordiriate their work on a project-by-project basis, in
an ad-hoc manner. Systematic, reqular coordination and
joint pursuit of shared interests are missing. This re-
sults in unexpected rush jobs, and often duplication of
effort as well.

Market-responsiveness. In its planning for the future,
the the Mayor’s Bureau responds to stated needs. The
concept of market-oriented planning is still alien to



the Self-government. Of course, in the present tra..s-
ition period it is very difficult to identify specific
markets and to project market trends.

8. Stabilitv. Perhaps the most important factor that.
contributes to any planning program is a set of valid
references, a relative sense of stability. Such sta-
bility is absent in most Eastern Eniropean countries to-
day. In these times of fl.x, when nothing seems to be
certain, and where national and international matters
overshadow local issues, Kecskemet has not been able to
find reassuring reference points, a sense of stability.

In short, the Seli-government of Kecskcmet must conduct
its plenning for future obrivate development under conditiecns
that are less than favorable. Before the c¢omnuiiity can be
expected to apply itself in earnest and make inspiring and
solid plans for its future, it wil) nave to work hard to
affect the factors that are so critical in making effertive
plans for private development.



B. COMMUNITY GOALS

One of the bhenefits that the U.S.A.I.D. program brought
to Kecskemet was assistance in establishing goals for the
community. During their initial investigations the Consul-
tants found that the concept of shaping urban development
according to broadly-based community goals is absent in
Hungary. To remedy the situation, they undertook a multi-
prong program of community awareness. With the active
participation of the Center for Regional Studies, Settle-
ment Research Group, they surveyed the public through the
local press, and they organized community workshops. The
workshops were designed to foster debate about options for
the future, and produced a set of community goals. The
goals were subsequently discussed and interpreted Ly a Long-
range Planning Group assembled from Offices of the Mayor’s

Bureau.

A detailed account of the goal-setting process was in-
cluded in the Consultants’ Phase Two Progress Report of
January, 1992.

The democratic goal-setting process introduced in Kecs-
kemet is new to Hungarian urban planning, and therefore was
followed with great interest by the Association of Cities
(of County Rights). A description of the methodology, to-
gether with a manual written by the U.S.A.I.D. Consultants
has been given to the Association and to ICMA for broader
application.

The goals established through this process provided a
welcome basis for the Consultants’ recommendations.



C. THRE SELF-GOVERNMENT

1. Current System

The legislative body (Assembly) in Kecskemet
consists of 38 members which are elected by two
.different methods. 19 are elected from 19 districts on

the basis of proportional representaticn. The other 19
are elected at large, again on the basis of proportional
representation. Since there are numerous parties,
ranging across the political spectrum, the result is
that, although six parties gathered the largest
representation, decision making becomes difficult due *o
the problem of reaching concensus. Party programs and
positions, most often based on national platforms, tend
to predispose the votes, instead of the derisions beirng
based on local needs and opportunities.

Compounding the basic political problem, Kecskemet
chose to set up 10 Assembly Zommittees, each with an
assigned subject responsibility. As best as we have
been able to determine, the number of committees was
hased more on the need to have 10 Committee Chairs to
give broad political representation than on the
rationality of 10 separate subject areas. The result is
that some of the subjects fall into more than one
committee and thus create "turf" concerns. For
instance, responsibility for actions related to the
field of housing falls to three City Offices, each with
two Assembly Committees supervising its activities.

* The Engineering and Environmental Manacement
Office, with its focus on Urban Planning, Construction
Direction, Environmental Management, Energy Management,
and Transpecrtation, Communication ar.l! water. {Urban '
Planning and Architectural Committee ‘and Communal
Facilities and Environmental Committee)

* The Financial and Economic Office, with its focus
on Asset Management (Housing, Other Space, Land), State
Contacts, Investments, Rehabs, Institutions and Company!
Financial Matters. (Economic and Budget Committee and
Housing and Real Estate Committee)



* The Publijc Welfare Office with its focus on Health
Services, Child Care and Youth Programs, Housing
Subsidies. (Health Services Committee and Social

Services Committee)

The Mayor is elected from among the Assembly
members and has a relatively weak mandate. Since the
mandate depends on changing political party positions,
the Mayor can at best suggest and pressure.

Under the current systenm, however, the Mayor is
also the chief administrator with direct supervision of
the various City offices. Being both the outside
representative of the political entity, the City and its
Assembly, and the administrative head of the City
Apparatus, creates a very difficult, if not impossible,
position. One significant result is that City staff is
not managed effectively. There are no staff meetincs
where City policies, such as they are, are discussed and
where technical concerns can be presented.

Staff recommendations are brought to the Assembly
through the Committee system and are presented by the
Committee Chair. It is not unusual that an Assembly
member will support a particular position in Committee,
but will vote against it on the Assembly floor because
the recommendation does not meet the emerging party
position. '

In the process of making decisions, the Assembly is
involved in entirely too many detailed and
administrative activities. The overall policies for
making many decisions should be established by the
Assembly for implementation by the staff, with the
overview provided by the various Assembly Committees.

In addition to the procedures at the Assembly
level, which are cumbersome at best, there are
significant concerns about the staff personnel involved.
The existing personnel, even if in many ingtances
technicaliy well trained and experienced, has had most,
if nct all, of its experience under situations which
were highly constrained by Central Government
directions.

\D



Thus, the current attempt at Self-Government
presents entirely new, and often quite contradictory,
challenges to the staff. It would be very appropriate
to try to bring into government service, even for brief
periods of time, persons experienced in the private
business life. Such might be done under a program of
exchange of persons between business and government, use
of some retired business persons as advisors, or even
the importation of some, short term, advisors from
abroad.

W



D. OMIC co ERATIONS

Planning for private development in Kecskemet is
strongly affected by the general economic conditions that
prevail in the former "satellite countries" and in the
city in particular.

1. General Conditions

0 Kecskemet struggles with the very same problems that
plague the entire country.

© The times of statewide government provisions are
over.

o Inflation and interest rates are high (30% and 35+%).

o Lacking other opportunities for inflation-proof
investments, savings accumulate in banks, and yet banks are
unable to make loans at the going interest rates.

o Privatization and the more erficient reorganization
of privatized firms has lead to unemployment. Many of
those who are employed are able to make ends meet only by
holding multiple jobs. .

© Some foreign companies buy up Hungarian firms that
represent competition, just to put them out of production
and to create a new market for themselves.

2, Conditions Particular to Kecskemet

© In the past, Kecskemet sold most of its food products
to the Soviet Union. With recent changes in that country,
Kicskemet lost this market, and finds it difficult to sell
its products to the West.

0 Kecskemet’s industrial base was established by the
Central Government in order to balance farm employment
with an industrial "working class." The economic justifi-
cation for these industries was absent, and therefore they
can not survive in the market economy. Kecskemet was left
with several empty plants, and many unemployed workers.

© A former county seat, Kecskemet was a hub of various
government activities. With the reduction of the County’s
powers, and with the establishment of independent Self-
Governments, the city lost much economic activity.



© Lost economic resocurces have not been replaced by
new ones.

© The Self-Government owes substantial sums to its
lender, the OTP (National Savings Association). The high
interest rates associated with this debt represent a sig-
nificant burden to the community.

© Due to lack of sufficient municipal income and fre-
quent emergencies, public monies are not always spent for
the intended purposes; they are pooled into a "general fund"
and used to provide for the most basic necessities. This
situation makes the preparation of the annual budget extreme-
ly difficult, and short-changes some budget items.

3. Conclusion

Considering the fact that Kecskemet'’s Self-government is
ill-equipped to cope with the present economic conditions it
is evident that the Mayor’s Bureau would benefit from the
counsel of an expert in municipal finances.

' 4/\(



E. LEGAL CONSIDERATIONS

Planning for private development in Hungarian cities
like Kecskemet is handicapped by the facts that during this
period of transition legislators have been unable to keep up
with the demand for an entirely new legal framework, and
that the multi-party local Self-Governments are reluctant
to enact some politically unpopular legislation.

Urban planning is primarily affected by property rights,
the National Building Law, the National Housing Law, and the
relationship of municipal Self-Governments to the Central
Government.

1. operty Rights

Contrary to early concerns about the lack of clarity of
title records and problems represented by outdated record
keeping, the greatest problem seems to be still at the
legislative level. To this date, in Hungary individual
property rights are yet to be defined.

The greatest confusion exists in connection with private
properties that have been confiscated by the State in the
late forties. The legal status of these properties varies,
depending on the type of real property “hey represent.

Most former church buildings are being returned to their
previous owners. This creates major problems when schools
are involved. Many landmark properties in Central Kecskemet
are former church schools now in service of public education.
These buildings will have to be returned to the respective
churches, and the educational institutions will have to be
accommodated elsewhere in the community.

Farm lands in former church ownership are often in the
hands of agricultural cooperatives, or have been divided
for farmworkers’ use. The fate of these properties is de-
termined through a lengthy process, on an individual basis.
Most urban properties are not returned to their rightful
owners (or heirs). Many expropriated residential structures
-are offered for sale to their present occupants. Non-resi-
dential buildings are sold to willing buyers, with preference
to present occupants.

Planning for the outskirts of urban areas is mostly af-
fected by the uncertainty related to confiscated private farm
properties that have been absorbed into agricultural coopera-
tives. The General Plan for the Outlying Areas of Kecskemet



is still not complete for this very reason. The plan will
be strongly affected by an attempt to compensate property
owners without breaking up those agricultural cooperatives
.that wish to continue their operation.

The Central Government’s decision to "recognize the loss"
of those taxpayers who'’s properties were "unjustly expropria-
ted" by the government in the for:.ies introduced a continuing
legislative debate about the degree and the mode of such com-
pensation. This debate still goes on, and introduces an un-
certainty in the Hungarian world of real property that slows.
down all forms of real estate activities.

2. The National Building Law

All forms of planning and development in Hungary are reg-
ulated through the National Building Law. This law differs
from the American Building Code because it combines under one
umbrella the Building Code, Planning and Zoning Codes and
Subdivision Regulations. (A similar code regulates develop-
ment and construction in Walt Disney World, Florida.)

The National Building Law is now being revised, and it
is not known when the new law will be in effect. Until the
new law will b= enacted, the old Building Law prevails. It
is expected that changes in the law will respond to growing
environmental concerns, and will be more responsive to pri-
vate development practices.

3. National Housing Law

As in the socialist state housing was provided by the
Central Government, much of the housing stock was owned and
operated by the State. This housing included all of the
multi-family structures, and much of the single-family de-
tached homes.

Since the government housing was subsidized, it repre-
sented a great burden to the Central Government. With es-
tablishment of the local Self-Government, and in preparation
for the new market economy, the Central Government trans-
ferred its entire inventory to the local municipalities.

With this transfer, the Self-Governments received a great
wealth, but also inherited all the financial and management
responsibilities that are associated with the maszsive housing
stock.



A new National Housing Law now under preparation by an
inter-ministerial task force (involving 8 ministries!) is
expected to resolve key issues related to the inherited
housing. These include: sale of units, the associated sales
price, the terms of the sale, the purchase rights, the forms
of continued management, and most importantly, the right of
the "landlord" to evict non-paying or illegal occupants from
their dwelling units. (This provision is most important
because without it there will be no new market-oriented
apartment construction in Hungary!)

The new law originally expected for the fall of 1991
might be enacted in late 1992 or early 1993.

4. Liaison with the Central Government

In the past the State directed affairs in Hungary through
Counties. With establishment of the Self-governments the
nmunicipalities have become independent of the State and Coun-
ties, and took matters in their own hands. In order to
facilitate communication between the Central Government and
the local administrative units, the State established re-
gional offices of the Republics’s Trustee (Representative).
These offices are responsible to review all matters of local
legislation in order to check for compliance with state

laws.

Since there are only a few "regions" in Hungary, effec-
tive communication necessitated the creation of "branch of-
fices" throughout the country. Ideally local Self-Govern-
ments should be able to address their miscellaneous affairs
concerning the State to these "regional offices." 1In reali-
ty, the Republic’s Trustees have neither the necessary re-
resources, nor the authority to act in behalf of the Central
Government. They seem to represent just  another beaurocra-
tic hurdle in dealing with the State.



F. HOUSING POLICY

1. Issues Regarding the Publicly Owned Housing in
Kecskemet.

Kecskemet, as most Hungarian cities, is the heir
of a large number of housing units which had been under
State ownership. Most, if not all, of those units had
been rented out with substantial rental subsidies from
the State. Only some of those subsidies were
transferred to the City along with the units and the
City is faced with a major problem.

In addition to the basic transfer of units, there
is also the intent of privatizing those units as soon as
possible.

These units are in a variety of sizes and
conditions. A number of them are quite large and are in
good condition with full comfort. Others are small, but
also in good condition and have various levels of
comfort. There are however a substantial number of the
units which are in deteriorated condition and many of
them have no or minimal comfort.

Since most, if not all, of the units are occupied,
there is the additional issue of potential need for
evictiors or of providing alternate housing for those
occupants which must move in order to facilitate
rehabilitation of units, or even demolition of those
where rehabilitation would be uneconomical. The current
law concerning evictions in Hungary makes such actions
effectively infeasible.

Of particular concern are the squatters who are
moving into units from which the tenants have been
evicted or where the tenants had moved to alternate
accommodations. As mentioned above, the current
eviction law is so complex that illegal squatters would
simply cause a repetition of the previous difficulties.

T~



G. THE URBAN PLANNING PROCESS

Like all other government functions in Hungary, the
planning process is also in transition, from a central to a
local responsibility. This opportunity for local "self de-
termination" caught Kecskemet quite unprepared, because
like many municipalities in the Western World, the Mayor’s
Bureau has no in-house capabilities for mounting planning
efforts of any magnitude. As planning for Kecskemet was
always done from a state-owned planning bureau in Budapest
or a regional branch office of such a bureau, so does the
new Self-Government still have to rely on planning services
from the (now privatized) offices of the former County
Planning Bureau, or other professional groups with special-
ized capabilities available in the country.

The means of periodic updating of the General Plan, and
the occasional pursuit of major planning assignments related
to important community projects would be available through
these outside sources. Jnfortunately the Mayor’s Bureau is
not sufficiently staffed for providing the urban planning
capabilities required for the meaningful evaluation of
alternative courses of action, and it lacks the computer
capability that would be required for a numerical analysis
of such alternatives. Thus, the Mayor’s Bureau can not suf-
ficiently aid the Self-government in making informed decis-
ions.

This, however is only one weakness of the urban planning
process in Kecskemet and perhaps in most Hungarian cities.
Other problems relate to the lack of clearly defined goals,
the lack of census data required for sound planning, the
lack of clearly defined program for urban development, a
sluggish decision-making process, minimal environmental in-
put, the paucity of public participation, and the lack of a
complementary, targeted capital improvements program.

Each of these problem areas are being addressed in this
report.



H. THE PERMIT PROCESS

The Consultants summarized their comments related to
the permit process on Pages 14 through 17 of their first
report of September 1991. (Copies of those pages are in-
cluded in the Appendix to this document.) It appears that
the process is less time consuming than those in practice
in the United States.

Use permits, building permits and occupancy permits
are processed by the Mayor’s Bureau through the Office of
Engineering and Environmental Management, with the counsel
of the Assembly’s Planning and Architectural Committee.
Lacking sufficient technical staff, in some cases the
Mayor’s Bureau must also call upon consulting architects.

The Consultants have found that project reviews are
generally handled expeditiously. Of course, the current
lack of construction activities does not place a big demand
on the staff. As the number of permit applications in-
creases in the future, the Office of Engineering and
Environmental Management will have to expand its staff.

Presently the Mayor’s Bureau has no capability for
evaluating the possible environmental effects of projects
submitted for approval.



I. INERASTRUCTQRE PLANNING, CONSTRUCTION AND EIHAEQIHQ.
1. General Discussion

: Until recently, the majority of the infrastructure

in the City of Kecskemet was the responsibility of
separate public, State-owned companies. These operated
somewhat like separate public utility districts do in
the United States. A significant difference, however,
was thet these districts were governed by State
appointed managers, working within Central Government
established guidelin~s and policies, whereas those in
the US are governed vy locally elected or appointed
citizen committees or commissions.

These companies operated with varying degrees of
independence from the City, and at times developed plans
and installations without relating those to the needs
and plans of the City.

During the past year, the National Government has
begun to divest itself of a number of those companies.
Their ownership and operation was given to the various
self-governments. Unfortunately, thsse transfers were
made with little prior planning so that in all too many
instances the selr-governments found themselves with
major responsibilities without having either the
expertise, organization or funding to fulfil those
responsibilities. 1In Chapter II.H. of this report will
be a report on how the Water Company in Kecskemet dealt
with this problem.

2., Water, Sanitary Sewer and Drainage System

Kecskemet draws its water from a large underground
"lake". There' are concerns that the uppermost aquifer
is in danger of pollution and it is expected that major
exploration of the next lower aquifer will have to be
undertaken. The pollution is caused largely 'by the lack
of adequate sanitary sewer facilities in significant
sections of the City.

The reports are that the general supply of water,
however, is adequate and can be expanded by the addition
of well fields.



In general, the sanitary sewer system covers most
of the newer sections of the City. This includes all
the large residential developments which were developed
in the Soviet style and most of the recently built
single family or lower density settlements.

There is a serious lack of sanitary sewer coverage
in the central) area of the city and also in the areas
which area on the fringe of the city and in the directly
surrounding areas.

In the central and old section of the city, sewers
were never provided and it is not unusual that waste
water from the houses is brought by pans or buckets to
the street drain, or more often to the ditch along the
sidewalk, and is dumped. When new construction or major
rehabilitation takes place in that section of the city,
the oder is quite noticeable. Clearly, this is a
concern which needs to be addressed and it is likely
that it can only be addressed through concerted
redevelopment bringing together public and private
resources.

In the outlying areas, development has taken place
quite unplanned and in a haphazard manner. As "hobby
gardens" were converted from strictly gardens with
tool sheds to gardens with small weekend or summer
cottages, to larger and permanently inhabited
residences, they were served with water, but no sewers.
Although they were required to have septic systems, the
requirement to have those pumped out was frequently
bypassed by either ignoring the need, or by drilling a
hole in the bottom of the septic tank, thus leaching the
liquid into the ground and eventually into the
groundwater aquifers.

In addition to this lack of a complete sewer
system, we have been informed that even the existing
system strains the capacity of the treatment plant. (It
should be noted here that the existing treatment plant
is relatively modern and appears to be capable of all
the needed expansion.) We have also been informed that
the water company has successfully applied to the
Central Government for funding for the expansion of the
treatment plant.



Assuming that that information is correct, and that
the funding is sufficient to complete the planned and
needed expansion, then the major effort will have to
address the rehabilitation of the existing trunk main
system and the planning and construction of the system
needed to serve all the remaining unserved sections of
the city and its urbanizing surroundings.

The core of the storm drairage system consists of
two large reservoir lakes which are connected by a
channel. All of the runoff is supposed to flow into
these reservoirs and is then diverted to serve
agricultural irrigation. While the Consultants were in
Kecskemet, a number of moderately severe rain storms
occurred. Without making an in depth technical
analysis, superficial observation showed, that there
were significant sections of the city which were not
adequately served by the existing system.

3. Power Supply

The supply of both electricity and gas appears to
be sufficient and is extended to all parts of the city.
We have been told that in the past, the system was tied
into the USSR system for its major source, it was at
times varying. We have not been able to confirm that
report and do not have data to confirm it. We have,
however, been informed that the system is capable of
beirg extended as needed.

4. Solid Waste Disposal

The waste disposal company (Public Cleanliness
Company) provides service throughout the City and its
environs. Garbage trucks make regular scheduled
curbside pickups from garbage cans and small and large
containers. The newer apartment blocks have garbage
chutes which empty into containers of varying sizes.
Generally, Hungariaas recycle glass and plastic
containers. Small refunds are given in the stores when
these items are returned. 1In many areas, especially in
those with lower densities, some of the food waste is
composted and used in the many small gardens which exist
in the surrounding areas. .
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In the individual "ouseholds, the first garbage can
is furnished by the household. After that, any
replacement needed is furnished by the garbage company.
The charge for the service is currently 16 forints/room
pPlus 10 forints/household. Standardized cans are
required holding 110 liter and containers come in 1 and
5 cubic meter sizes.

The current amount of waste collected is estimated
at 160,000 cubic meter/year and the company estimates
that an additional 20,000 cubic meter/year is dumped
illegally. All Kecskemet waste is dumped on a landfill
which we are told, can be expanded almost indefinitely.

The waste disposal company is also responsibie for
street cleaning, and the operation and maintenance of
cemeteries and parks. For that purpose, it runs a large
plant nursery operation. It also operates a large
vehicle maintenance facility and contracts for the
maintenance of many of the publicly owned vehicles.

4. Telecommunication

It does not take long for even the casual visitor
to Kecskemet, as indeed to the rest of the country, to
recognize the major failings in the telephone system. It
is clear that until that system in all its aspects is
significantly improved to what are commonly called
"western standards", economic development will be
severely handicapped. Such economic development is
badly needed to provide employment and the fiscal
underpinning of much of the infrastructure and social
support system.



J. LAND SALES AND TITLE RECORDS

Iand ownership, land titles and title transfers are in
a state of transition in Hungary today. The new law of
"compensation" stirred up much controversy and created some
confusion in this area. 1In urban areas the church proper-
' ties create much problem for those institutions that de-
peinded on the use of expropriated church properties in the
past 40 years. 1In rural areas there are conflicts between
the interests of still active agricultural cooperatives and
the former small title holders who are now reclaiming their
farmland that has been absorbed in the cooperatives.

The Consultants have reported their findings on the
subjects of land titles and record keeping, title transfer
and registration, and the associated information base in
their first report of September, 1991. Copies of the per-
tinent pages are included in the Appendix to this document.

-



K. CITIZEN PARTICIPATION

Conducting the affairs of Kecskemet is characterized by
the lack of public participation. Perhaps the most charac-
teristic of the state of affairs is the perceptior; that in
deed significant progress has been made toward more meaning-
ful public input in the planning process, and that public
participation will be further 2xpanded when Hungary will
have achieved a state of "real democracy."

Presently public input is limited to occasional public
surveys and the two "Public Reception Days" scheduled in
March and September. Public opinion surveys are directed to
better understand public preferences for transit services
and to probe living conditions. These surveys are generally
conducted by the local research group of the Hungarian
Academy of Science for their own papers. The Public Recep-
tion D.ys are conducted by the Assembly, and are attended
primarily by those Representatives who are elected by Dis-
tricts. "“Reception hours" at City Hall serve to assist
applicants and to accommodate complaints and grievences of
taxpayers.

The public is also invited to partake in Assembly meet-
ings as observers of the public process. These observers
are allowed to speak at the meetings only if and when the
majority of the Representatives respend to .their request
with their approval. The recent general planning process
involved only one public forum where the planners informed
affected residents of tieir intenced plans.

A certain form of public participation is assured
through appointed membership to the ten Committees of the
Assembly. The purpose of this public participation is to
augment the elected offials’ knowledge with professional
capabilities.

The Consultants noted thzt there is a remarkable lack of
community/neighborhood interest groups, or special interest
groups in Kecskemet. While the old Kecskemet of 45 years
ago had less than half of its present population, it had
strong social clubs and professional/business associations.
Today cnly the "Local Patriots" stand tall for protecting
their interests. -

Tke U.S.A.I.D. Program allowed the Consultants to lay
down the foundations of a conscious and formalized public
participation in shaping Kecskemet’s future:



o The local newspapers got involved in creating public
awareness of the importance of public opinion,

© The local Television Station staged several public
outreach efforts to inform the public about the U.S.A.I.D.
program and the opportunities for public participation,

© The Consultants invited nearly 50 selected represen-
tatives of various community interest groups for extensive
public workshops, and prepared a manual for conducting such
workshops,

©0 The Consultants sought out a wide range of community
leaders and businessmen to seek their input.



L. ENVIRONMENTAL COMSIDERATIONS

Environmental aspects of planning in Kecskemet are re-
flective of conditions in Hungary. Urban design has been
traditionally a conscious part of pPlanning for urban develop-
ment. Architects’ concern for the quality of urban spaces is
reflected in both the historic and the new Kecskemet. Other
environmental aspects have remained at the level of scienti-
fic research. The socialist state and its preoccupation
with quantity rather than quality did not allow room for re-
cognition of mitigating environmental impacts associated
with development.

This is not surprising. The potential added costs
associated with environmentally sound development were suf-
ficient to stop any practical application of any environmen-
tal research.

Just like other contries that spent 45 years in the
Soviet camp, Hungary is painfully aware ot the fact that it
has abused and exploited its environment, and that it faces
a long, costly rebuilding process. Such a process will re-
quire monetary resources, and the country is presently not
in a position to commit funds to repairing its environment.

On the other hand, the consideration of environmental
factors in planning for the future does not require ready
cash, and therefore Hungary, including Kecskemet and other
similar cities can very well make use of the scientific
environmental research conducted in the recent years. With
increasing emphasis on applied (as opposed to purely
scientific) research, and with the newly established pre-
sence of the Eastern European Environmental Center in Buda-
pest, there is hope that planning for Kecskemet will also
develop more environmental emphasis.

Key environmental issues in Kecskemet are related to the
quality of ground water, the suitability of soils for agri-
cultural production, the environmental impacts of local in-
dustries, the air/noise pollution associated with vehicular
through-traffic, the treatment of wastewater, and the manage-
ment of solid. waste.

The first steps in this direction were initiated through
the U.S.A.I.D. program in Kecskemet, when at the Consultants
insistance the scope of work of the General Planning program
for the Outlying Areas was modified to include consideration
of the above environmental issues, with special emphasis on

o~
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M. KECSKEMET AND ITS REGION

Throughout its history Kecskemet was a service and
marketing center to a broader agricultural region. This
functional role of the city was further enhanced for the
pericd while Kecskemet served as a county seat.

Planning for the community of 107,000 must also take
into account that Kecskemet serves a regional population of
over 160,000 that lives in its sphere of influence and
relies on its services. Kecskemet serves its region with

Education

Health services
Social services
Business and banking
Retail services
Employment

As a cultural center.
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These functional relationships are not limited to the
County; they extend north, beyond the county line. As a
former county seat, Kecskemet accommodates many institutions
and services that extend beyond its functional hinterland.
This represents both a boon and a burden to the self-govern-
ment. Public institutions are underfunded, and must often
be subsidized by the Self-government. On the other hand,
the users of the county-facilities bring business to the com-
munity that otherwise would go elsewhere.

Regardless of its future development, Kecskemet’s 1ife
is still heavily dependent on its relationship with the
surrounding agricultural region. 1In spite of this dependence
on good working ties with the region, Kecskemet has no formal
working relationship with the surrounding communities:

© As a City of County Rights, Kecskemet is not part of
the county,

O As a mere Self-Government, it has no right to assert
any influence over its smaller satellite communities (also
Self-governments),

Lacking a formal basis for working with surrounding
municipalities, the Self-Government must approach each of
its neighbors individually to pursue matters of mutual inter-
ests. Considering the multiple interdependence between
Kecskemet and its service area, it is imperative that the



Self-Government establish a daily working re_:_ationship with
its region.

Presently the smaller Self-Governments of the County
“have a forum where they can interact on a regular basis.
This forum was established by the County in order to facili-
tate coordination among smaller communities with limited
resources. Kecskemet has a seat on this forum, however

by not being part of the County, the Self-Government has no
veting rights. Establishing a separate forum for the desired
interaction would be counterproductive. The Self-Government
of Kecskemet will have to find an accommodation with the
County administration to pave the way for an acceptable
solution to this dilemma.



N. CLUSION

The Self-Government of Kecskemet will have to overcome
many difficulties before it can creatively plan for its
future. The community has to establish its goals, the young
Self-government must set aside its party-orientation and has
to establish priorities in building the new Kecskemet. The
City will have to cope with economic realities that are pre-
sent in Eastern Europe, and will have to establish its own
mode of operation, regardless of the implications of any
pending National legislation.

In many ways Hungarian Self-Governments still operate
as if they would have to seek guidance and approval for
their actions from Budapest. This prevents them from making
critical decisions, and from moving forward with building
their future. It is time that the Self-Governments seize
their opportunities for self-determination, and become mas-
ters of their own destiny.

In its housing policy, Kecskemet will have to separate
asset management from social programs, and it has to continue
in its path to overhaul the urban planning process inherited
from the Central Government. The permit process will have to
be administered more along its prescribed lines than on the
basis of humanitarian principles.

The planning, construction and financing of public infra-
structure will demand more cooperation between the municipa-
lity and the newly emerging development community. It will
take a long time before land ownership titles are clarified
in response to the new laws of "compensation." The bulk of
the real estate holdings that were expropriated from their
original owners will never find their way back to the former
title holders.

In response to the U.S.A.I.D. Consultants’ initiative,
the broader public is beginning -to participate in shaping
public policy. The local research office of the Hungarian
Academy of Sciencz deserves thanks for the success of this
Pioneering effort. Without their assistance the U.S.A.I.D.
program could not have accomplished its goals.

Environmental consideration are beeing introduced into
Kecskemet’s planning process. The U.S.A.I.D. program and
the above named reserach institute can take much credit for
this.
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Kecskemet heavily depends on its agricultural hinter-
land, and the cooperation of the surrounding smaller commu-
nities. A forum for affecting a mutvally beneficial colla-
boration among the Self-Governments in this region is yet to
be established. In order to accomplish this, Kecskemet'’s
Self-Government will have to come to terms with the County

Administration.

In summary, the U.S.A.I.D. Technical Assistance Program
started in the summer of 1991 has already made its mark on
the way the Self-Government of Kecskemet approaches planning
for its future. The City is severely handicapped by the
circumstances that affect the entire Hungarian economy and
the fledgeling democracy. Continued technical assistance
would be of great help to the City. Such assistance should
be targeted on critical areas of specialty.



O. ADDITIONAL TECHNICAIL ASSISTANCE

It is the Consultants opinion that the Self-Government
and the Mayor’s Bureau of Kecskemet would benefit from tecn-
nical advice in those areas which call for innovative hand-
ling of municipal finances and urban affairs. Past gov-
ernment practices reserved innovations to the Central Gov-
ernments, and Cities acted as mere administrators of central
policies. While practices of the West may not be applicable
in Hungary, the U.S.A.I.D. Program has much to contribute to
Kecskemet and other similar urban communities of Hungary.

Specific areas of such possible contribution are: 1) Mun-
icipal finances, 2) Economic development, 3) Establishing
City agencies outside of the Mayor’s Buresu, and 4) Environ-
mental aspects of the planning process.

l. Municipal Finances

The Economic and Financial Office and the Assembly’s
two Committees related to it are not experienced in managing
a municipality’s financial affairs, and producing its annual
budget. They would need advice in budgeting, financial ma-
nagement systems and taxation. '

2. Economic Development

Kecskemet is in transition. Past sources of employment
and income have been partially lost. New sources for the
community’s livelihood must be found. The Self-government
must devise a strategy for Kecskemet’s economic resurrection.
An experienced advisor would represent tremendous value to
the City by launching and guiding the necessary process.

3. City Agenciés

At the Consultant’s urging, the Self-Government has re-
solved to set up a separate agency for managing the City’s
real property assets. This agency is meant to act both as a
"housing" office and as a "development agency." Kecskemet
bas no experience in setting up such an agency, and it would
represent a great help to the Self-Government if an advi-
sor would participate in organizing and staffing the
fledgeling org~nization, and would advise it through its
early months o/ operation.



4. Environmental Planning

Hungarian urban planners are well versed in urban design,
but are not familiar with other environmental aspects of the
urban planning process. A good environmental planner would
be welcome in Kecskemet by assisting the Office of Engineer-
' ing and Environmental Management and the Planning and Archi-
tectural Committee in establishing criteria and a method-
ology for environm ntal planning and review.
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II. RECOMMENDATIONS

The U.S.A.I.D. technical assistance program is meant to
benefit the Self-Government of Kecskemet through technical
advice and through creative solutions jointly developed in
collaboration between the American professionals and the
local project team. This series of recommendations has been
prepared at Mayor Merasz’s request, for the consideration of
Committees of the Assembly, and for subsequent action by the
elected governing body.

The Consultants’ recommendations address twelve subject
matters pertinent to planning for private development in
Kecskemet. Each of the following subjects are important to
establishing a more effective planning process. Each of
the recommendations contained herein have been discussed
with respective Committee Chairs and their responsible
Support Staff. The twelve pertinent subject areas are as
follows:

1. Decision-making process
2. Economic development
3. Housing

4. Asset management

5. PReal estate taxes

6. The planning process
7. Redevelopment

8. Infrastructure

9. Public participation
10. The environment
1ll. Regional positioning
12. The next steps.

Recommendations are made with the understanding that
the Committees and the associated Offices of the Mayor’s
Bureau may not find them acceptable in their given form.
Considering that the recommendations resulted from much
analysis, discussion and thought contributed by the cCon-
sultants and key staff members of the Mayor’s Bureau, it
is expected that they will be given serious consideration
before they are presented with the Committee’s comments to
the Assembly for action.
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A.

MORE EFFECTIVE DECISION-MAKING PROCESS

1. Goals

rarticipants in the goalsetting sessions repeatedly
pointed out that the decision-making process in the
Self-Government was extremely cumbersome and therefore
made it almost impossible to respond to opportunities
for development in an effective manner.

They set out as a major goal that the process must
be more responsive to public (citizen) input and less
dominated by party-political considerations.

2. Recommendation

The following recommendation is for a possible
restructuring of the Self-Government. It is based on
the Consultants experience and several discussions with
members of the Kecskemet Self-Government.

Structure of Self-Government Recommended for
Consideration

CITIZENS

l
MAYOR

ASSEMBLY

L

—1 Asset Management Agency

City Manager
I

Redevelopment Agency City Offices
- and Bureaus

— Utility Agencies

The above chart indicates the essential role that
the CITIZEN plays in a democratic governmental
structure. Clearly, such a role was substantially



reduced, if not nonexistent, in the most recent past.

In fact, one can reasonably state, that such a role
hardly ever existed in much of Central Europe, even in
the more distant past. A structure as suggested will
enable the citizen voter to participate actively in the
City'~ decision process. At this time, the formal
access of citizens to their elected officials is
restricted to the reception hours which are generally
quite limited.

Following is a discussion of the role and
responsibilities cf the various positions and agencies
shown above. It is suggested that a structure as
outlined can provide for a clear hierarchy of
responsibilities and can provide for effective
coordination and cooperation.

a. Basic City Organization: This proposal
is for a basic democratic local governmental structure
which would provide for significant citizen
participation and governmental responsiveness and
accountability.

CITIZENS ~ in a democratic system, it is clear that
the foundation of all decision making must be an
involved and, hopefully, educated and enlightened
citizenry. All government should be there to provide
PUBLIC SERVICE with the citizen seen as the CUSTOMER for
those services. Althougl the customer may not "always
be right", it is the duty of the government and its
agents to provide open and clear information so that the
governed can be enabled to make the best decisions.

MAYOR AND ASSEMBLY - in order to facilitate the
governing of a complex community, citizens chose
representatives to do the day-to-day governing for them
and to develop the public policies by which the City is
to be governed. To make the operation of that elected
body effective, the Assembly chooses a Mayor.

MAYOR - chairs the Assembly meetings, guides the
Agenda of the Assembly meetings, appoints Assembly
Committees (in some situations also appoints the
Committee Chairs and in others, the Committee chooses
its own chair), represents the City at formal occasions,
both within the City and in other locations within the
County and outside. In other words, is the Chair of the
Assembly and the public representative of the community.
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ASSEMBLY - is the elected body representing the
people of the community and is responsible for the
establishment of the City's policins and for the setting
of the City's priorities between the many and varying
needs of the City. As the legislative body of the City,
the ‘Assembly should not be involved directly in the
.daily administration and should not get involved in
specific personnel matters. Its most significant
responsibility is to set clear and comprehensive
policies so that the management personnel of the City
can work within those policies. It is also the
responsibility of the Assembly to hire the City Manager,
and held him/her responsible for the appropriate
implementation of the Assembly's policies.

CITY MANAGER - This position should be filled by a
professional manager, not a legal counsel, and
absclutely without reference to party political
considerations. The Manager is the one person directly
responsible to the Mayor and Assembly, with all other
direct City personnel responsible to him. The Manager
will be held responsible for the execution and
implementaticn of all the City's enunciated policies.
On a regular basis, the City Manager will make
recommendations to the Assembly.

In order to develop an effective coordinated system
of administering and managing the city, the Manager
shall hold regular group meetings with the Heads of the
various Offices and Bureaus. In those meetings, all the
issues that come before the City should be discussed so
that information can be collected from all involved
offices, all the offices can be equally informed anu can
contribute their professional knowledge and advice.
Thus, the citizens can be assured that all City
activities are integrated, that all issues are dealt
with, and that there can be a clear delineation of
authority and responsibility. The clarity of such a
deiineation will go a long way to recreate the needed
trust of the citizens in their government.



CITY OFFICES - these are all the various offices,
which perform the normal governmental functions. They
normally will be headed by a Director, chief, or Head
(depending on the local custom or situation), who should
. be appointed by the City Manager and should report
directly tc him. These positions should then be held
responsible for the functioning of their offices in
conformity with good professional requirements, the
policies established by the Assembly and the general
directives of the City Manager. Of course, all
applicable National laws and regulations must also be
implemented.

b. Supplemental City Organization: In
addition to the basic City organization, it may become
advisable to establish supplemental organizations or
agencies to undertake special enterprise activities or
functions which may only be of temporary utility for the
City or which may require very special qualifications
not normally available in a City personnel system.

These may also be required to act in a much more private
business like manner, again a qualification which is not
normally found in the normal City structure.

An example of the latter would be a special
organization established by the City to participate with
the National government and other Self-Governments in
the planning and preparations for a Worlds Fair or
similar efforts which may be needed for limited periods
of time.

However, there may be the need for a limited number
of other agencies, which because of their very special
nature should be established outside of the normal City
bureaucracy. Since these agencies would be engaged in
PUBLIC business, care must be taken to assure that such
agencies can fulfill their basic entrepreneurial
functions, but that their responsibility to the public
and the Assembly is clear.

The following are examples of such separate but
related agencies:

Utility Agencies
Asset Management Agency
Redevelopment Agency



Utility Adgency: In the Fall of 1991, the Water
Company was turned over by the National Government to
the local Self-Governments. The Kecskemet Water Company
was therefore owned by a substantial number of
municipalities, ranging from the City itself with over
100,000 inhabitants o many small settlements with 1,000
or less. Recognizing that most of these small

municipalities would not have the technical and
financial resources to manage, operate, maintain,
repair, etc. their systems, the staff of the Company
went from municipality to municipality to convince them
that they should form a corporation in which all of them
owned shares with a representative Board of Directors,
The Kecskemet area water company is, as far as we can
tell, the only one in Hungary which has established such
a cooperative structure. The Director of the Company
has been invited to give a number of presentations in
other areas of the Country to explain the structure and
its benefits.

The Director, or a responsible delegate should
always be .included in the City Managers staff meetings,

because utility installations become a significant
element in development decision making.

Asset Management Agency
Redevelopment Agency

Separate discussions dealing with these agencies
are included in separate sections of this report.

With regards to the overall governmental structure
of City Administration, however, it is essential that
these Agencies be represented actively in the City
Managers staff meetings and all other activities that
deal with the development policies of the City.

General‘Note:

Since these special agencies, some of which may
have limited tenure, are involved in some way in
the overall development activity of the City, they
must clearly coordinate their work with the general
long- and short-term planning activities of the
City. This must be done without interfering with
the independence of action which they need in order
to conduct their activities effectively for the
benefit of the cCity.



B. [ECONOMIC DEVELOPMENT STRATEGY

l. Goals

The goalsetting sessions resulted in the following five
community goals associated with Kecskemet’s future economic
development:

0 Kecskemet should strive to become primarily an agri-
Culture-oriented marketing/distribution center,

0 Local industries should be based on agriculture,

© Kecskemet should attract "back office functions"
in complement to expensive commercial office space in Buda-
pest, )

© Kecskemet should develop international ties,

© The military airport should be converted into a ci-
vilian facility that serves both commerce and passengers.

2. Present Conditions

In the past years the city has lost its position as an
important market and distribution center for agricultural
products. Kecskemet can regain this important eccnomic role
by reaching out to its region and by making a conscious
effort to update its facilities required to serve its
hinterland.

The business community struggles with difficulties caused
primarily by the lack of ready market for the local products,
and the lack of working capital. Yet Kecskemet is in an
excellent position to serve as a regional business and finan-
cial center, given that telephone communication will be made
available to businesses.

The city’s potential for establishing international ties
is enhanced by the presznce of an excellent (military) air-
port. Of course, it will take time before the environmental
hazards associated with this facility can be removed.

Many local industries have slowed down. Several indust-
ries are not viable becau:.: they have been lccated in Kecske-
met without assurance of the required conditions. In many
instances, this forced industrialization had a negative effect
on agricultural production.

AL



The recession led to unemployment that was unknown in
the past. Unemployment causes serious concerns.

Past economic resources are exhausted, and they have not
yet been replaced by new ones. .

Many people are overburdened, because they must hold
down two-three jobs. These people do not pay taxes after
their second income. This deprives the community from sig-
nificant income.

The subject of tourism has evoked much debate. It is
evident that 1-2 hour bus stopovers do not benefit the
community. Unfortunately, presently Kecskemet has very
limited facilities to accommodate and entertain larger num- .
bars of overnight visitors.

Due to the uncertain times, and preoccupied with other
pressing problems, the Self-Government of Kecskemet has not
applied itself toward defining a strateqy for economic de-
velopment.

3. Recommendations

Fecommendations related to Kecskemet’s economic develop-
ment respond to present conditions by addressing the five
wain community objectives. They address agriculture and as-
sociated food industries, industrial development, commerce,
tourism and hospitality, entertainment, strategic disposal
of surplus properties, and the re-use of military barracks.

a. Agriculture and Foed Industries Through-

out its history, Kecskemet played an increasingly important
role as a center of agricultural production on the Great
Hungarian Plains. The community has developed considerable
knowledge, values and traditions in these areas. The new
law is meant to compensate property owners for their past
losses, and this will result in the redistribution of
productive farmiands. Privatization of larger plants will
open up new entrepreneurial opportunities for those who have
sufficient starting capital. The Self-Government must be
prepared to respond to these new business opportunities by
providing economic incentives and professional counsel to
young entrepreneurs.

This agricultural tradition can be the new foundation
for a rejuvenated food processing industry that is retooled
to respond to the Western markets. The Self-Government will



be akle to foster such economic development through commit-
ting the best resources toward agricultural research, train-
ing and education in the fields of vegetable, grape and
meat production and processing. Considering the competitive
nature of the business, special emphasis will have to be
placed on securing the hecessary capital, proper packaging,
‘effective advertising and contemporary business practices.

Agriculture must continue to apply all opportunities for
innovation in order to become competitive in new markets and
to assure constructive interaction between farming practices
and the associated educational institutions.

An important tool in reestablishing Kecskemet as a major
market and distribution center would be the proposed whole-
sale market and commodities stock market. This new fucility
would assure that the local food processing industries are
always supplied with the necessary agricultural products,
and that the local market can count on the most up-to-date
refrigeration, and the most advantageous conditions for
transporting and promoting local agricultural products for
export.

Products of truckfarming, fruit orchards and ranches all
will require construction of new, modern refrigeration facil-
ities, and the conditions required for producing the lean
food products required for contemporary nourishment.

b. Industry It is the business community’s
consensus that, in the future, industrial development should
be based on agriculture. With infusion of new capital,
some light indus.ries would find suitable labor force in
Kecskemet and its environs (Communications, spare parts,
quality wood products, textile products, printing, etc.).
Considering the availability of local skills, those in-
dustries should be favored which add much value to the
products.

While heavy industries are not justified in Kecskemet,
the city should not close its doors to new, modern indus-
trial plants (i.e. the automobile plant of Esztergom). Such
plants could both contribute to Kecskemet’s reputation as a
multifaceted ‘community and would also reduce unemployment in
the area.

The Self-Government must designate sites for industrial
development. Staff recommendations point to the following
options:



- 0 Small entrepreneurs and service firms, in the vicinity
of Bajnok utca and Kadafalva,

} o Larger firms and perhaps foreign industries, in the
area behind the Shell pump,

© Some medium-size domestic firms and perhaps foreign
investors, in the abandoned industrial plants and in former
military barracks deemed suitable for this purpose.

The premature, inappropriate use of these sites should
be prevented. It will be important to tie these potential
sites into the local circulation system, and perhaps to
serve them also with a spur rail line.

3. Commerce Kecskemet’s geographic position speaks
favorably for its traditional role as a marketing center.
This locational advantage was further enhanced by its pur-
chasing power and the facts that Southern Hungary'’s agricul-
tural products poured northward to Budapest, and in the
summer toward Lake Balaton through the city. Construction
of the new highway system has diverted this flow of goods.

Establishment of the planned wholesale market and dis-
distribution center could reestablish Kecskemet as an impor-
tant market place. The detailed program for this important
facility has been analyzed by the Mayor’s Bureau, in con-
nection with a recent site selection study.

Commerce will be also aided by civilian access to the
military airport. Increasing passenger traffic to the air-
ports of Budapest may speak in favor of commercial use of the
air facility in Kecskemet. Use of the airport could be cri-
tical to the successful marketing of fresh local produce in .
Western Europe.

The consultants wish to voice a word of caution about
the idea of creating a regional shopping center at the inter-
section of regional highways, in the outskirts of Kecskemet.
While building a large shopping center on inexpensive land
can earn huge profits to its developers, the very success of
such a commercial facility could destroy the downtown busi-
ness environment. After the first decades of euphoria about
flashy new shopping centers built in the sixties, many
cities are now painfully rebuilding their deteriorated cent-
ral cities -- at tremendous expense. A successful outlying
shopping center can suck the life blood ocut of a central



city, and Kecskemet can not afford to go through this deadly
experiment.

In addition to wholesaling and retailing, Kecskemet will
have a potential for serving as a financial center. While
today this is not apparent, because the economy is locked in
a stagnant state, banking will inevitably play an important
role in the future Kecskemet. 1In keeping with other busi-
ness activities, local banks will have to operate at the
international level. This will represent a challenge that
warrants due preparation. The Consultants recommend that
local banks and financial institutions raise their sights by
learning to operate at the levels of Western European finan-
cial institutions.

4. Tourism and Hospitality Along with the other

Eastern European countries, Hungary has become a subject of
touristic interest to the world. Kecskemet could capitalize
on this opportunity, as long as it can profitably do that on
a seasonal basis. At certain times of the Year the Great
Plains and even historic downtowns or cultural events would
not draw visitors to Kecskemet.

The city has proven that it is has sufficient attrac-
tion to tourists who are interested in learning about Hun-
gary. The objective is to keep visitors in Kecskemet for
overnight stays. Overnight accommodations are expen-
sive to build. The investment they represent normally pays
off if they are occupied at least 230 to 240 nights each
Year. This level of occupancy can be achieved with touring
vacationers in areas which represent popular tourist desti-
nations. In other place: the occupancy can be boosted
through off-season eventy (at a discounted rate) or by
catering to business travelers.

In view of this critical constraint, business opportun-
ities in tourism must be considered limited, unless Kecskemet
will find ways to remain an overnight visitor destination
during the off-season period of the year. 1Ideas for boosting
the city’s attraction include "hot springs," cultural events,
fairs, and further beautification of “he downtown area.

Successful hospitality will also require more emphasis on
the quality of services at every level, painstaking cleanli~-
ness, and a broader variety of foods. Not every foreign
visitor likes zesty Hungarian food at every meal. Contrary
to the food, entertainment should Place emphasis on Hungari-
an culture, rather than mimicking the theme of Western night-



clubs. Kecskemet has much to offer in terms of cultural en-
tertainment. It has an excellent theater, and outstanding
musical events associated with the two schools of music.

5. Strateqic Disposal of Surplus Property The Self-
Government inherited a wide range of real properties. These
properties represent considerable wealth, and some believe
that selling some of its real estate assets would represent
an answer to the municipalities financial woes.

The properties fall in three categories: 1) Residential,
2) Non-residential and 3) Military properties.

Each of these assets could provide the Self-Government with
cash flow, thereby contributing to the community’s "economic
development." 1In this regard it will be most important to
clarify ownership rights related to the apartment buildings
and the institutions now in the city’s possession. The Mayor’s
Bureau has sufficient talent to resolve this question, given
a specific deadline and the individual responsible for carry-
ing out this charge.

a. Residential Properties Privatization (sale)

of City-owned apartments could bring two benefits to the Self-
Government: it would reduce the extent of the Self-Govern-
ment’s management responsibilities, and it would produce
welcome cash flow. In determining the annual "quota" of
disposition, the Self-government will have to define both
the desired number and the guality of the apartments.

This will be especially important because the best apart-
ments will fetch the highest price, while the worst apart-
ments represent the greatest burden to the municipality. It
is conceivable that the worst apartments could be sold to
people at nominal price with certain criteria for their up-
grading by the purchasers.

Critical to the success of such sales program would be
the availability of affordable pricing and mortgage financing.
This could be established by applying part of the sales pro-
Ceeds toward a rotating fund that is used to supplement com-
mercially available mortgage financing.

In pursuing such a sales program it will be essential to
treat the apartments as real estate assets and not as forms
of social assistance. Forms of assistance to tenants and
willing buyers will have to be offered through appropriate

socjal programs.



on-residential Properties While some non- -

residential properties represent a source of income to the
Self-Government, it will not be in the City’s long-term in-
terest to hold unto these properties. There are two valid
reasons for this: 1) The Self-Government should not compete
with private enterprise in renting non-residential space, and
2) The taxpayers do not elect and pay their local government
to act as landlords and property managers in their behalf.

Depending on the nature of the properties, the Self-
government could use them to foster economic development by
attracting desirable businesses and perhaps industries
whose presence will represent a boon to Kecs)cmet’s econo-
mic development. Through such a strategy the Self-govern-
ment could gradually dispose of the surplus buildings. It
may also elect to operate other buildings for public benefit
on a non-profit basis, i.e. artists’ studios, or public
work:shops.

c. Military Barracks The abandoned military
garrisons have generated much interest in the community, and
the Self-Government is making every attempt to explore the
potential of these unique resources. Reflective of their
past function, the military properties are most suitable for
institutional uses. Since Kecskemet would benefit from
re-housing some of its educationa! institutions that will
have to move, the Consultants urge the Self-Government not
to fragment these military properties by committing them to
miscellaneous tenants before having evaluated their optimum
potential to benefit the broader community.
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HOUSING COMPONENTS OF THE STRATEGY

1. Objectives

Kecskemet has inherited a large number of housing

units from the Central Government. This presents the
. Self-Government with substantial problems but also with
great opportunities.

Among the problems are:
Taking on an entirely new function of management,

Establishing a viab. ~ disposition program which
includes the setting of appropriate real estate
market values and economically and socially
responsible disposition priorities.

Among the opportunities are:

Recreating viable neighborhoods in certain areas
where major public infrastructure investments are
needed,

Developing a disposition program which maximizes
the City's potential income while respecting the
needs of the current population.

2. Potential Actions

There are a variety of actions which the City may

have to take in order to handle its publicly owned
housing stock.

*

The City is a major landlord and as such must
manage  its- resource economically and efficiently.
is requires rofessional management
organization. It may be most advisable to
engade an outside firm for such purpose since

such an organization will bring with jt

immediate competence. This will also avoid

building additional City staff for a function

which may only be a temporary one.

The City may need to cause the rehabilitation or
demolition of some of the units which need such
treatment. This may be especially applicable in
areas where such units are not served by



appropriate public utility systems, such as sewers
or drainage.

This activity will have to be closely
coordinated with other City activities such as
Redevelopment and Public Works.

* The City will need to organize an efficient
disposition program for its units. This will have
to include:

* a professional appraisal program to establish
market values for the units to be disposed,
For this purpose, the City may want to hire a
professional real property appraiser, or
engage_a private company.

* the legal documentation and framework for
disposition so that transfer of property can
be handled effectively,

The City agency which is to be responsible for
these housing activities should have on its
staff qualified legal personnel for the
preparation of leases, disposition
nedgotiations and documentation, eviction
procedures, etc.

* some legal method that would permit control of
excessive speculation with the sold units,
Documents of sale should include certain
restrictions on the resale of the units.

These restrictions should permit such resalecg
but place reasonable controls on _them.

* an enforceable mechanism that would assure the
needed rehabilitation of units that were sold
in deteriorated conditions, with appropriate
time lines and conditions to be met.
Appropriate provisions must be included in the
documents of sale.

2. Real Property Value and Financing Issues

It is essential that a method be established by
which housing sales prices and rentals be set on the
basis of the market value of the units. People selling
units, be they individuals, developers or the public,
should receive fair market value for their property.
Similarly, landlords, be they the City or private
individuals or organizations, should receive fair market
rental for the units.



It is understood that there are people who because
of the limits on their income, fanily size, age, etc.
are unable to meet fair market value. The system should
therefore provide for appropriate subsidies for such
people. A method used effectively in other countries
provides that they pay an amount proportional to their
income. The specific proportion is legally set by State
regulation. The subsidy should be stiuctured in such a
way as to pay the difference between the amount able to
be paid by the tenant and the fair market rent. Such a
system would permit annual, or other scheduled, review
of the incomes of the occupants and the subsidy could
thus be adjusted to meet both the ability of the renter
and the need of the landlord fairly.

In establishing subsidies, it will be important
that not the housing units, but their occupants should
be suksidized, if so warranted.

3. Disposition Scheduling and Priorities.

During the goal setting sessions organized in
December 1991, the issue of the timing of the
disposition and which kind of units should be sold wnen
was discussed extensively. The general consensus
appeared to be that the larger units in good condition
and with all comfo.t should be sold first in order to
provide the largest possible income initially. The
income from those units should then be specifically
designated to the upgrading of units which needed the
least rehabilitation to make them profitable. And that
process should continue until all saleable units have

been disposed of.

However, should the decision be made that the worst
units be sold at an early time, the sales should
possibly be discounted with the condition that the buyer
had a specified time to bring the unit up to code
requirements. This obviously would require that the
qualifications of the buyers be checked before the sale
to make reasonably sure that they in fact would be
capable of fulfilling those requirements. There should
also be a requirement in the contract of sale that if
the conditions of sale were not met, the sale could be
cancelled and the buyer be evicted without recourse.



D. MANAGING THE CITY'S REAL ESTATE ASSETS
1. Objectives

The City is in possession of suirstantial real
property assets. These consist of large numbers of
housing units, which were given to the City by the
Central Government, and other real property, incluvZiing
some of the now abandoned Soviet military facilities.
During the goalsetting process in December 1991, strong
emphasis was placed on the need to assure that these
properties should be used to support the City's
financial structure, while carefully phasing their
disposition and use into an overall City economic plan
and program.

2. Housing Assets

It appears, that the City has determined that the
management and administration of its housing stock
should be handled outside of the regqular City
organization. The stated purpose for that decision is
that this would enable that program to be run on a
business like basis without the necessarily bureaucratic
and often politicized city procedures.

This decision leads to a series of necessary.
follow-up decisions and actions. 1In setting up an
efficient and productive mechanism for the
administration and management of the housing stock, the
following must be considered. The individual items will
be discussed separately below.

Governing Board or Board of Directors
Relationship of Board to Assembly
Director of the Organization
Staffing

Accounting

Maintenance and Operations

Tenant Selection Process

Tenant Organization

* % % ¥ % % % %



2. Other Real Property Assets

In addition to the administration of the City's
housing stock, it may be beneficial to have all real
property assets managed by the same agency. This issue
and the potential establishment of a similar
organization to handle the City's redevelopment
activities will be discussed separately in this report.

a. Governing Board: 1In order to provide
effective management combined with appropriate
accountability, the Agency should be directed ky a Board
which is appointed by the Mayor, whose appointments
should be confirmed by majority vote of the Assembly.
The Board should consist of 5, 7 or 9 members
representing broad segments of the community. The Mayor
should consider business and professional
representatives, male and female, possibly a tenant of
the city owned housing, different areas of the city,
etc. If possible, party political affiliation should be
disregarded.

The appointments should be made for fixed periods
of 4 years but with staggered terms so that a degree of
continuity is established. The City might consider
establishing a two term limit so that over time, new
members with new ideas or members reflecting changing
circumstances or attitudes might be appointed.

Care shculd be taken that members do not have
serious conflicts of interest, but in order not to
eliminate good potential members, provisions should be
made so that members with an occasional conflict can
excuse themselves from acting on the potential conflict
actions.

Board members should serve without salary, but
might be paid a nominal fee for meeting attendance and
be paid for actual, documented expenses occurred in
performance of their responsibilities.

(Note: For additional and much more detailed
information on the establishment and operation of
Housing Agency governing boards, reference is made to
publications by the National Association of Housing and
Redevelopment Officials -NAHRO -Washington, DC)



The Agency Board should be responsible to the
Assembly by making an annual report of its activities
together with its submittal of the annual budget. The
Agency Board is also responsible for the establishment
of firm Agency policies to be administered by the
Director and staff. Day-to-day administration and
. management of the agency and its business should be the
responsibility of the Director, working within the
policy framework established by the Agency Board.

b. Director: This position is the Manager
of the Agency business, working under the overall policy
direction of the Agency Board. The person should be
appointed to this position by the Board without
consideration of his/her political affiliation, but
solely on the basis of professional administrative and
management competence. In order to create a foundation
for stability and responsibility, the Director should
have some degree of job security, without having such
secure tenure that he/she might become unresponsive to
the Agency Board.

The Director should also be able to represent the
Agency in public meetings, be a good speaker, feel
comfortable in meetings with the general business
community and with groups of tenants. Depending on the
Agency and City policies, the Director should be able to
administer a asset management or disposition program.

(Note: Housing Agencies such as proposed in this
paper have been in existence in the UK and US for many
Years. It would be most useful to contact Housing
Associations in those, and possibly other countries, to
gather training material and provide for exchange and
training visits.)

c. Staff: The staff of the agency should be
hired by the Director based on a budget established by
the Agency and approved by the Assembly. The Director
should establish a formal system of job descriptions
specifying the assignments, qualifications required,
including education and experience, and the salary
scales for each position.



Staff should then be hired on the basis of meeting
the specifications, have a one year probationary period
during which they could be removed without recourse,
after which they would then have reasonable tenure.

- Performance should be evaluated formally on an annual
basis, with records kept which would iead to potential
promotions, or, if needed, to disciplinary actions,
dismissal, or recommendations for specific remedial
actions.

Depending on the size of the operation, staffing
should cover generally the following activities:

Administration,
Accounting,
Maintenance,

Public Information,
Building Management,
Legal Services.

Administration would be responsible for the ongoing
record keeping, provision of supplies, tenant contact,
etc.

Accounting would be responsible for all the routine
financial matters, rent notification and collection,
bill paying, payroll, contract administ::ation, budget
preparation, etc.

Maintenance would be responsible for all ground
keeping, janitorial services, garbage and waste
collection, repair of buildings, utilities, grounds,
etc. :

Public Information could be included as a separate
function under administration, but care should be take
that such does not detract from the importance of the
effort.

. d. Other Potential Staffing: Since most of
the City housing stock is in large blocks of buildings,

each such block should have individual age

working under the overall policy direction of the
Director. It may be advisable to have the Building
Manager actually live in the block which he/she manages.



Depending on the scale of the overall operation and
the policy of the Agency - ongoing management of the
units or expeditious disposition of the units to private
individual or grouv owners - the need for specific legal
services might arise. Such service would include
eviction procedures, title search and other disposition
documentation, rental or lease agreements, etc.

NOTE: Although the above indicates the
establishment of a staffing structure for the Agency,
the specific circumstances of the Agency may indicate
that any one or a number of the functions might best be
performed under contractual agreements. If such a
choice is made, care should be taken to assure that the
services contracted for are performed with the clear
understanding that although the operation should be and
is run on a business like basis, it is still a public
agency with the civic responsibility and accountability
that goes with such agencies.

(-
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E. REAL ESTATE TAXATION
1. Goals

The participants in the goalsetting sessions voiced
concerns that there was no clear definition between the
need for public service provision related people and
that related to property. The lack of such definition
results in different methods of taxation applied
somewhat irrationally. They looked for racommendations
which would indicate which taxes should address social
needs and concerns and which others should deal with
services to land, buildings and their uses.

2. Existing Condition

It seems eminently clear, that almost all
governments in the Western World have serious problems
with meeting their budgetary requirements. The needs of
their populations, as expressed by democratic popular
expressions or in some other manner, are more and more
difficult to respond to.

All governments, national regional, and/or local
are in a constant search for additional revenues. The
same populations, that have these expressed needs, -
resent the imposition of additional taxes, fees or
similar taking.

Also, in many cases, the taxes or fees tend to be
counter-productive even though they may raise
substantial revenues. Often they achieve results
opposed to the ends desired.

For instance, in many local governments, a prime
interest is the stimulation of appropriate additional
housing and employment development, and the ongoing
rehabilitation of the existing stock. Under the usual
property appraisal and assessment procedures, a new
building is assessed at full value and is taxed as such.
If an older building, with a reduced value is ‘
rehabilitated, it is reassessed and thus taxed at the
improved, and thus higher, rate. 1In many instances,
that procedure discourages property owners from
improving their property because they do not wish to be
saddled with the higher taxes, when the improvement may
not bring a commensurate increase in their rental
income.



3. Recommendations

It may therefore be worthwhile to consider another
approach to property taxation. Such a new approach may
be particularly useful in situations where there has not
been property taxation in the past. :

When property is vacant, but is located in an area
which has been deterrxined to be ripe for development,
i.e., all public infrastructure facilities are
available, and is located within the urban development
sphere, then it might be taxed at a fairly high tax rate
to stimulate its higher developed use.

If similar vacant land is located in areas not
slated for early development, then it might be taxed at
a very low rate, because that land would require very
few, if any, expensive public services and it would
therefore not be a drain on the public purse.

When a property owner in the area ripe for
development does build an appropriate buildirg, an
assessed value should be established and an amcriization
schedule set. It may be assumed that such a new
building, built according to all the related codes,
would require a relatively low level of public services.
Thus, the actual tax rate there might start at a
relatively low level, but increase proportionally as the
time goes by and it reaches its amortized value, by
which time it would be taxed at its full value. If
during the course of time, improvements were made to the
building, then the value and amortization period would
be reevaluated and the schedule of taxation adjusted
accordingly.

Such a program would stimulate property owner
rehabilitation and would over time reduce, if not
eliminate, the need for public involvement in
redevelopment. '

On the other hand, if the property owner did not
improve the property, the taxation would continue to
increase at a rate designed to put pressure on the owner
to undertake effective upgrading.



Just as this approach wouid stimulate development
where such would fulfill a public purpose, sc would the
deliberately low assessment of rural, or urban fringe
land fulfill an equally important public purpose by
keeping development pressures low. In fact, if the
public through its representative government,
determines, that highly productive agricultural lands
should be kept out of urban development, then it may be
totally appropriate to ease the tax pressure in those
areas and tax them only on the actual income potential
that they have in their current condition. The same
might be said for land that should remain in
environmentally sourid green belts.

4. Special Note Re Kecskemet

It should be noted, that the Self Government in the
variocus proposals before it regarding potential taxation
approaches, is considering tax breaks (reductions or
deferrals) for up to 10 years in order to stimulate new
and improved residential developments. It would seem,
that the Self Government is in a particularly good
position to experiment with innova*ive approaches at
this time in its historical development.



F. URBAN PLANNING AND THE SELF-GOVERNMENT

l. Goals

Through its recently gained self-determination,
Kecskemet has an opportunity to shape its future. Urban
planners can respond to the challenge that planning for
the future represents only if they are given clear
directions by the governing body. Without such direction
the planning effort becomes guesswork; at best, it will
represent the best judgement of intelligent minds applied
toward the complex task.

Planning goals must be defined at two levels:

a. Long-Range Goals Long-range goals represent
a summation of the community’s policies for what it wishes

to achieve in the next few decades. The long-range goals
sketch out a picture for the community’s future. All actions
of the Self-government must represent blocks in building this
future, and any actions that would create hurdles in the path
toward this future must be avoided at all cost. The General
Plan is the summation of the community’s urban development
policies, and therefore must reflect the community’s long-
range goals in every respect. :

b. Short-Range Goals Short-ranqge goals provide
guidance for defining the steps that will lead to realiza-~

tion of the community’s aspirations. Short-range goals
represent the priorities that must be addressed to solve
imminent problems, to respond to urgent needs. The urban
planiing process responds to such goals with Specific Plans
and Site Plans (Beepitesi Terv).

2. Present Corditions

Urban planners in Kecskemet: the Planning and Architec-
tural Committee and the Cffice of Engineering and Environ-
mental Management are severely handicapped for several
reasons:

© They must carry out their daily work without goals
that have been endorsed by the Assenbly.

o Their abilities to make decisions is curtailéd by
lack of authority,



© They lack the capacity to pursue long-range plan-
ning as an on-going process,

© They lack the capacity to address short-term matters
of urgency through an in-house planning studio.

a. Planning Goals and Policies The recently
amended General Plan for the Inner Areas (belterulet) of
Kecskemet has been prepared without the benefit of goals
set for the direction the city’s development should take.
The long drawn-out process of preparing a General Plan for
the Outer Areas (kulterulet) is also proceeding without
the benefit of broad based community goals endorsed by the
City’s governing body.

In recognition of the need for broadly based community
goals, the Mayor’s Bureau assisted the U.S.A.I.D. Consul-
tant.s and the local Research Group of the Hungarian Acadeny
of Science in conducting a series of public workshops and
a public survey. The resulting goals and public concerns
have been further discussed by an inter-office group led
by the 0ffice of Engineering and Environmental Management
within the Mayor’s Bureau.

Participating members of the City "Apparatus" stepped
forward with their respective ideas as to how the goals
produced through the workshops might be reflected in plan-
ning for the future. These ideas have been passed on to
the U.S.A.I.D. Consultants for their consideration, and
many of them are reflected in these recommendations. The
Planning and Architectural Committee has reviewed the
results of the goal-setting workshops, but did not act
upon them, awaiting the Consultants’ recommendations.

In brief, while the process of setting goals for the
future has been initiated, the Assembly must still act
upcn them before they will represent official policy, and
before they can be applied in the planning process.

b. Lack of Authority The planning process is

affected by the Staff’s and the Planning and Architectural
Committees respective limitatinns to make decisions. These
limits are reflected at the staff level throuagh the prac-
tice of bringing all matters -- however smal]l -- before the
Committee for discussion and decision. The authority of
the Committee is limited by the provision that in all mat-
ters affecting property above a certain (minimal) value,
must be brought before the Assembly for decision.
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This practice is based on lack of trust, and causes
both the Urban and Architectural Committee and the Assembly
to deal with cases that could be handled at a lower level
of authority. The result is that many times staff does
not even come forward with recommendations because it ex-
pects that the Committee (basically an arm of the elected
Assembly, composed of politicians) will make the required
decision.

The process is also hampered by the requirement that
it is not the Chief Planner who presents cases to the
Assembly, but the Chair of the Planning and Architectural
Committee. This makes many planning recommendations sus-
pect to political bias, and leads to prolonged discussions
without benefiting from a factual staff analysis and ratio-
nale.

Lack of sufficient authority to make decisions at the
Staff and the Committee levels leads to apathy, stifles
initiative, and burdens the Assembly’s agenda with daily
"housekeeping" issues. This prevents the elected body from
focusing on City polcy and from making the important policy
decisions required for a sound planning process.

c. Long-Range Planning A long-range plan repre-

sents the policies against which all daily planning deci-
sions must be made. As life and conditions affecting a
community change, so does this plan have to reflect new
opportunities through new solutions. 1In essence, the plan
must be continually manipulated in keeping with public
policies to reflect solutions that are regarded as most
suitable to achieve community goals.

Keeping the General Plan "alive" is an ongeing function.
This function must be carried out by a staff that is dedica-
ted solely to this function. The Mayor’s Bureau does not
currently accommodate this function.

d. In-House Planning Capacity Offices of the

Mayor’s Bureau would often benefit from a "quick" analysis
of the planning implications of their proposed solutions

to other pressing problems. Lacking a small "studio" that
could perfcrm such tasks, the Mayor’s Bureau is either
forced to involve a consulting firm to perform the analysis
or it must make decisions without adequate information. In
the first instance much time is lost, in the second case
the Self-Government may not make a sufficiently informed
decision.
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3. Recommendations

It is not the Consultants’ intent to come forward with
ideas for Kecskemet’s future development. Such ideas must
be rooted in the community, and the Staff has demonstrated
its ability to produce such ideas through the interoffice
planning group assembled by the Office of Engineering and
Environmental Management, and through their frequent dis-
cussions with the Consultants.

In keeping with their charge, the U.S.A.I.D. Consul-
tants’ recommendations address

"...the local government’s role in the urban planning..

with emphasis on procedures aimed at affecting a more
democratic, more environmentally responsive, and more flexible
planning process.

Th2 most critical factors in an effective planning pro-
cess are the the relationships between the people and their
representative government, and the elected government body
and the Mayor’s Bureau. Each of these are important re-
sources that must be brought to bear in the planning pro-
cess. Accordingly, the following recommendations will ad-
dress the interrelationship of these.

a. The Assembly Kecskemet’s 39-member Assembly
has been elected by the voters to lead the community. At
the same time, when prospectie Representatives ran for
office, they committed themselves to sexrve in office
at the voters’ pleasure. In addition to managing the
Self-Government’s daily affairs, an important manifestation
of such leadership is charting a course for the community’s
future. This is done through establishing the policies
that will shape the physical plans for future development
in Kecskenmet.

Halfway through its term, the Assembly is still remiss
of discharging its obligation to reach out to its electo-
rate, and to interpret community goals into planning poli-
cies. The Consultants recommend that the Assembly exercise
its leadership Ly establishing planning policies that are
based on broad community support, and that the Assembly re-
frain from getting involved in daily planning decisions.

b. The Mayor’s Bureau Employees of the Bureau
are also "public servants" who have two major responsibili-
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ties: 1) They are are entrusted with managing their com-
munity’s d:ily affairs, and ' 2) They are to provide the in-
formation <o elected officials that enables them to make
wise policy decisions.

Presently the Mayor’s Bureau is set up to provide the
first function. The Consultants recommend that the Mayor’s
Bureau be reorganized to allow for the second function.
This will require the creation of a small planning studio
and a forum for inter-office planning collaboration.

c. The People Both the Assembly and the Mayor’s
Bureau would not exist if the community would not require
their services, and if the people would not support them
with their taxes. Consequently, it is the people of Kecske-
met who must be regarded as the ultimate "client" to whom
the Assembly and the Mayor’s Bureau are responsible with
creative planning.

In most democracies the needs and the will of people
are communicated to their elected officials and the Mayor’s
Bureau through various interest groups. These interest
groups may represent neighborhoods, business factions or
other other joint community interests. (Examples for such
powerful interest groups may be the duwntown business own-
ers, or the ladies’ garden club.)

Kecskemet lacks such representative organizations.
Perhaps the only vocal group is the Local Patriots Asso-
ciation. The Consultants recommend that the Self-
Government initiate a process of creating representative
community organizations that are pot based on party
affiliation, but on their common interests. These repre-
sentative groups could then be the Assembly’s "contacts"
in the community, and could become the essential resource
for conducting a truly democratic, meaningful planning
process.

d. Planning Goals and Policies The need for

Planning goals and clearly defined policies has been dis-
cussed above. The Consultants emphatically recommend that
the Planning and Architectural Committee take up this
matter with the Assembly, and press for the formulation of
the necessary planning policies. only with such policies
in hand will the Committee be able to carry out its charge.

The first step in this prucess would be an invitation
to the other nire Committees to review the result of the



goals—-setting sessions, and to define the goals related to
their respective areas of responsibilities (i.e. transpor-
tation, education, etc.). With this information available,
the Planning and Architectural Committee could then invite
the nine other Committee Chairs and their staff liaisons

for a work session, where recommendations for the Assembly’s
consideration would be finalized. The next step would be

a joint presentation of the goals to the Assembly for

their review, debate and endorsement, and for the adoption
of related City Policies.

This process would have multiple benefits:

. to focus on long-range
goals associated with their respective areas of respons-
ibility,

©0 The Committees would have

9 The ten Committees would have to coordinate their
agendas,

o Through the ten Committees the Assembly would get
insights into community sentiments and the results of the
goal-setting process conducted in December of 1991.

© In conclusion, the Planning and Architectural Com-
mittee and the Mayor’s Bureau would have official policies
available for pursuing their daily work.

e. Authority 1In view of the detrimental effects
of the lack of authority to make decisions at the Staff and
Committee levels, the Consultants recommend that the pro-~-
vision for referring coum!ttee decisions to the Assembly
for properties of insignificart value should be rescinded,
and that the Planning and Architectural Committee should
act only in an advisory capacity. Responsible decisions
regarding routine planning matters sliculd be made by the
planning staff. (This recommendation is in keeping with
the Rules and Regulations in effect for the Mayor’s Bureau.)

f. Long-Range Planning In recognition of the

need for a responsive, flexible long-range planning process
the Mayor’s Bureau should establish an inter-office forum
for such planning. The functions of this group would be:

o To review each important planning/development pro-
posal for compliance with long-range planning policies,



. 0 To recommend possible improvements in the proposals
for better compliance with adopted long-range policies,

© To advise the Planning and Architectural Committee
regarding matters of long-range effects,

o To testify at Assembly meetings as called upon by
the Committees,

0 To collaborate with the Office off Engineering and
Environmental Management in keeping the General Plan up-
to-date.

Such a function should be established in the Office of
Engineering and Environmental Management, and be staffed
by a Senior Planner, a Draftsperson and the required admi-
nistrative support. The planner assigned to this function
should be responsible for counseling with other Offices as
required through a weekly worksession scheduled for this
purpose.

g. In-House 2lanning Cdpacity In view of the

frequent need for a quick analysis of proposals that affect
pPlanning for Kecskemet, the Mayor’s Burezu should establish
an in-house capability to provide such services. ' The neces-
sary studio should be established within the Office of Engi-
neering and Environmental Management, and chould be staffed
by a "Land Use" Planner and an Urban Economist. The studio
would serve the Office, the Planning and Architectural Com-
nittee, and -- if so desired -- other Offices and Committees
at the discretion of the Head of its parent. Office.

h. Regional Planning Kecskenet depends on its
irmediate surroundings functionally and environmentally.
Such dependence suggests that the Self-government coordinate
its planning with the neighboring jurisdictions. The Con-
sultants recommend that the City establish a regular, multi-
prong planning program with its neighbors. The first steps
in this direction would be: 1) Identification of all areas
of common interest, 2) Preparation of an environmental in-
ventory toward a better understanding of the ecosystem that
supports Kecskemet and its region, and 3) Establishment of
a forum that would serve to facilitate pursuit of joint
planning interests.

i. Learning from Other Citjes Kecskemet is a

founding member of the 22 member Association of Cities of
County Rights. As a member of that organization, the City
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is actively participating in several joint efforts under-
taken by the four working Committees of the Association.
With the assistance of Mayor Merasz, the U.S.A.I.D. Con-
sultants initiated a working relationship with the Associ-
ation’s Committee for Infrastructure and (Urban) Services.

The Consultants recommend that the Office of Engineering
and Environmental Management take an active (1f not leading)
role in that Committee. First steps in establishing such
a beneficial working relationship would involve identifj-
cation of joint problems and sharing of creative solutions
to those problems that may be applicable in other cities.

Kecskemet’s participation in the Association of cCities
with County Rights may also serve as an opportunity to
lobby for important legislation (improved and new) at the
national level.
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l. Goals

Community representatives participating in the goal-
setting sessions established the following goals in con-
nection with the central area of Kecskemet:

0 Downtown Kecskemet should continue to play an impor-
tant role in the community’s daily life.

© The Central City should play both living and ser-
vice functions. These functions will require improved and
expanded infrastructure.

© Regional through-traffic should bypass the Central
city.

© Past efforts to beautify downtown Kecskemet should
be further expanded.

These goals can be accomplished through comprehensive
planning and a major renewal progran.

2. Present Conditions

To a certain degree Central Kecskemet can be likened to
a "Potemkin’s village," where the impressive buildings of
the squares and main boulevards back into a village inheri-
ted from the 19th Century. The edifices of downtown often
lack sewer connection. Many old burgherhouses of the

Central City lack waterproofing and some utilities. A closer

study of the conditions reveals:

o A lack of sanitary facilities,

o Poor surface drainage,

0 Significant deterioration of an outdated housing
stock, ' .

o Lack or severe deterioration of sidewalks,

o Lack of adequate parking, and

O Severe deterioration of roads.

These conditions are found primarily within the area
immediately surrounding the downtown buildings, and largely
within the outer ring road. 1In brief, much of Central
Kecskemet warrants rehabilitation or redevelopment.



The U.S.A.I.D. Consultants have also found that there
is no reliable information available which would be re-
quired for an effective rehabilitation or redevelopment
program.

3. ecommendations

In keeping with the community’s objectives to upgrade
the quality of Kecskemet’s Central City, the Consultants
recommend an approach, methodology, organization, and fi-
nancing techniques toward a systematic rebuilding effort.

a. Approach and Methodology Considering the
difficult times inflicted by the transition-period, and in
view of the Self-Government’s lack of experience with re-
development, a slow, incremental approach to rebuilding
will be advisable.

First the necessary information will have to be assem-
blzd and organized. On a suitable base map ownership, the
uses and condition of building stock will have to be re-
corded, classified and examined for compliance with the Ge-
neral Plan. Buildings of historic significance will have
to be identified and evaluated. Characteristic street-
scapes will have to be noted and recorded.

In addition, an inventory of the associated roads, and
utility systems will also have to be prepared. In con-
clusion, a statistical evaluation of the area surveyed
will have to be made, in order to identify areas which
should be rehabilitated and preserved, and areas that will
warrant redevelopment. The analysis will also enable the
City to identify the area which holds most promise for
early renewal.

The analysis will suggest "soft" and "hard" areas in
the urban fabric, the soft areas suggesting renewal, the
hard areas to be further investigated for possible con-
servation and rehabilitation.

At this point, the city will be prepared to delineate
potential redevelopment parcels that would yield the best
results with the least amount of effort and investment.
Once these parcels have been defined, two plans would have
to be prepared: 1) One for the relocation/rehousing
of the households and businesses that occupy premises on
the selected parcel(s) and 2) A "specific plan" (perhaps
a site plan or "beepitesi terv") to serve as guide in



redeveloping the site. The relocation plan will have

to be prepared in consultation with the occupants. The
specific plan should involve consultations with potential
developers.

The survey will involve many hours of repetitious work
that -- when carried out by mature professionals -- would
represent a very erpensive proposition. The Consultants
suggest that the Self-Government consider retaining the
services of graduate students of a reputable School of Ar-
chitecture for conducting the necessary surveys as part of
their normal graduate program, under the direction of their
professor, and the supervision of the Mayor’s Bureau. Fur-
ther work can be carried on by suitable professional firms
or City staff retained for this purpose.

2. Organization

Presently the Self-Government is not set up to conduct
any redevelopment programs. The Consultants recommend
that the creation of a "development agency" be considered
with the mandate of performing the role of a "master de-
veloper" in behalf of the Self-Government. Such an agency
would have the prime responsibility for assembling devel-
opable parcels in the Central City to be sold to individu-
al developers, and would function along the lines recom-
mended for an "asset management agency" by Mayor Merasz in
connection with the City’s need to manage its real estate
assets in a businesslike manner. This agency would close-
ly collaborate with the Engineering and Environmental
Management Office of the Mayor’s Bureau, and with several
Committees of the Assembly.

In order to function effectively, employees and advisors
of this agency should be selected without regard to their
political affiliation. They should represent well known
and highly respected members of the nation’s professional
and business community.

The Advisory Board of 5 to 7 members should represent a
good mix of technical and/or professional experience and the
general public.

The managing Director of the agency will have to have
skills in development, management, negotiations and persua-
sion, since in addition to managing the agency as if it
were a business, he or she must have the skills to collab-
orate with the diverse Assembly.



3. FEinancing

The two reasons why urban development is practically
at a standstill in Hungarian cities today is the lack of
suitable financing, and the absence of a legal mechanism
to combine public and private resources. Financing of
urban projects can be facilitated through a combination of
public and private resources.

The Development Agency, as an arm of the Self-Government
enjoys the samz credit standing as the City itself, there-
fore the agency can assist private developers with the "in-
terim financing" required for land assembly, or other early
actions that require "front money." Once the desired deve-
lopment site has been assembled, the private developers can
market and partially pre-sell their Froject, pay for the
land, and use short-term construction financing for the com-
completion of the project.

Depending on the municipality’s disposition, the pri-
vate developer’s risk and capital requirements can be also
substantially reduced by the agency taking responsibility
for financing the necessary infrastructure through an
"improvement district," that allows the developers to repay
the cost of infrastructure, once the project has been
fully leased or sold.

These financing techniques offer but a few examples of
the advantages of the collaboration between a public
agency and private developers. The key to the success of
such joint efforts is flexibility in negotiating the right
deals at given times, that respond to specific requirements.
Only an agency that is empowered to negotiate freely can
be successful in such an endeavor. Of course, it is the
Self-Government that has to take the lead in creating the
right conditions that will initiate actjon by establishing
opportunities for developers under the current conditions.



H.  IMPROVING AND EXPANDING INFRASTRUCTURE
1. Goals

If Kecskemet, and for that matter any other city,
wishes to be competetive in a Europe whose
interdependence is increasing, then its facilities and
infrastructure must be brought up to what is called a
"Western Standard". This goal was consistently
reiterated by the participants in the goalsetting
sessions.

2. Present Conditions

These thoughts about the means of financing tbhz
needed infrastructure were developed when looking at
some of the outlying areas which started out as "hokby
gardens", but which have substantial year-round housing
development.

While meeting with some of the consultants and city
staff engaged in the outlying area planning effort, the
Consultants became aware of a particular area between
the current city limits and one of the small outlying
satellites. Apparently, there have been at least two
different policies applied to development in the
outlying areas.

On the one hand, where the soil was not of the
highest guality for agricultural activities, the
authorities permitted development of very small parcels
(30 ~ 32 square meters or approx. 300 square feet) fo