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I nt roducti on

1. The present report is a sumary of the Committee’s in-depth discussion on urban
governance held at its fifty-ninth session (14-15 Septenber 1998). It conplenents the
di scussi on paper on governance (HBP/1998/6) prepared by the secretariat. The sumary
takes into account the presentations nade by Messrs. John Mant horpe and Vi ncent Nadin
(United Kingdom) and M. GCert Gundersen (Norway) and the statenents nade by the
representatives of Austria, Belarus, Bulgaria, the Czech Republic, Cyprus, Denmark,
CGermany, Geece, Finland, France, Hungary, Kyrgyzstan, Lithuania, the Netherl ands,
Norway, Pol and, the Russian Federation, Sl ovakia, Slovenia, Sweden, Ukraine, the
United Kingdom and the United States. The statenments of the non-governnental

organi zations, the International Real Estate Federation (FIABClI), the International
Society of City and Regional Planners (1SOCARP), and the International Union of
Tenants (1UT) and of the Conmittee’s Housi ng and Urban Managenent Advi sory Network are
also reflected. M. Margot Wkstréom nenber of the Network, noderated the di scussion.

. MAIN | SSUES RAI SED BY THE KEY SPEAKERS

A The econoni c benefits of good | and adm nistration (M. Nanthorpe)

2. There is nuch comon ground between the principles of good governance and | and
admini stration. Governance is related to land admi nistration by its definitions,

obj ectives, procedures, and the decentralization of powers and the public
participation it entails.
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3. Previously, privatization was seen as a first positive step towards
economi c reform Today, |and and property ownership have becone a far
stronger tool in nanaging urban growh than any sort of planning policy or
regul ation regi ne. Market decisions about urban devel opnent or urban
governance are based on information on land. Six characteristics of a good
land registration systemare al so applicable to governance:

Speed of response (information nust be there quickly);

Accuracy of information (information nust be right, guaranteed
and secure. |If you nake deci sions based on that information, governnent
will not let you down);

Information nmust be in as sinple a formas possible (so that
citizens and institutions can understand it);

Systens nust be inexpensive (efficient);

Mist be suitable to the circunstances (the culture, history,
aspirations are different, so that you cannot have a single tail or-nade
system it must reflect these variable factors).

A good land registration system as well as good governance, is about not
just maintaining information but updating that information and providing

services to everyone.

How gover nance and nanagi ng urban grow h works (M. Nadin)

4, Covernance as related to the managenent of urban growh is a conpl ex
subj ect .
5. Firstly, the problemof nanaging urban growh is a priority for

gover nance in:
Mai nt ai ni ng and i nmproving the quality of life;
Protecting and inproving the environnent;
Reduci ng soci al and economic disparities;
Pronoti ng econoni c conpetitiveness; and al so
Mai ntai ning political stability.

6. Secondl y, the market requires urban devel opnent to be effectively
managed and regul ated. The nmarket, capital investnent and sustai ned econonic
devel opnent depend on a coordi nated and pl anned approach. However, the extent
to which a governnment can plan urban growh is constrai ned by many factors.

7. Land- use managenent and planning are two tools available for urban
grow h nanagenent. Property and |and | aws, econonic devel opnent,

envi ronnental protection, agriculture, transport, and taxation neasures also
af fect urban growmh. A spatial planning approach provides a wi der

per spective for managi ng urban growh. Al though the idea of planning is not
popular, it is essential in governance for urban nanagenent.

8. The decentralization of powers to local governnents: the nmajority of
Eur opean countries have devol ved consi derabl e powers in urban devel oprment to
local authorities. Often |local authorities are still heavily supervised from

the centre. The traditional approach of the local |evel has been to prepare
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detail ed and |l egally binding | and-use plans. Such plans require extensive
powers to inplenent, enforce and finance, and al so need public and private
sector support.

9. At the local level, detailed binding instrunments try to govern urban
grow h, but contribute to a devel opnent rather than pronote good devel opnent.
I ndi vi dual devel opers and citizens are bypassing the system because they
cannot live with those detailed and restrictive prescriptions. Master plans
as the strategic franeworks have been nore successful

10. Covernance is not about preparing blueprints for a devel opment for the
future but rather about providing a framework for negotiating individua
devel opnent proposals. The focus remains on |ocal authorities. It is

essential that [ocal governnents have the powers to pronote their plans in
I and acquisition, levying charges and underwiting risk in capita

i nvestrment. Asking |local authorities to do too nuch with too little power
shoul d be avoi ded.

11. In any system of governance, the conpetencies have to be assigned to
the appropriate levels. Inportant conpetencies need to be retained at the
nati onal and regional levels. Also, local authorities have to be prepared to
cooperate and formlarger planning units if they are to be successful
Unfortunately, nmany |ocal governnments find thenselves in conpetition with

ot hers rather than working collaboratively. The mechani snms to ensure the
integration of the activities of national, regional, and | ocal governance in
pursuit of managi ng urban grow h have to be in place.

12. The I ack of coordination between | ocal governnents is often a problem
The strategic approach to managi ng urban growth, which requires coordination
is the weak Iink in the process across nuch of Europe.

13. Public participation: there are often many plans, programes, |aws and
policies. Yet, the managenent of urban devel opnent sonetines fails.
Frequently, plans and progranmes are ignored. Ctizens have a negative
attitude towards regulations. A culture opposed to planning or regulation and
the unwi |l i ngness of bureaucrats and politicians to enforce it |let conmerci al
interests exploit weaknesses in the system The way out of this is (i) to

rai se public and governnent awareness about the need to control urban growth
and (ii) to give people a stake in the plans, programes and policies to
manage urban growh. That is done through consultation, participation and

di ssemi nation of information

14. Privatization: good exanples of urban growh managenent can be found
where both the public and the private sectors have taken the | ead and have an
extensive role in inplenentation. There is no one sinple rule to apply in
terns of the relationshi ps between governance and the private sector

Ext ensive privatization has to be supported with an effective system of
regul ati on. A good system of regulation is needed even where the public
sector operates alone. Oten coordination becormes even nore difficult where
many governmental bodies are involved in urban growh. Watever the
arrangenent is, it has to allow for conmunities to be involved in decision-
maki ng.
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Cover nance and housi ng nanagenent (M. Gundersen)

15. The system of public governance in the housing sector in western Europe
is agood illustration. In the post-war period, the housing sector was a
maj or tool for social developnent. The building sector was consi dered

i mportant for economic growth. National housing policies enconpassed the
nati onal legal, institutional and financial franeworks. Wthin the nationa
housing policies, the municipalities were in charge of housing. Housing
problens were rarely solved by the nmunicipalities thensel ves but by
cooperation between the State, the nunicipalities and the private sector. 1In
nost medi um and | arge nuni ci palities, mnunicipal housing policies were central
el enents of the system of urban governance. Public participation in housing
varied between countries but was generally very weak. To get direct public
participation, housing cooperatives were established. They have contri buted
significantly to the housing solutions in nost west European countries. This
system was based on high political priority for housing, clear national and
muni ci pal policies, strategies, and institutions, and proved to be

successf ul

16. Since the second half of the 1980s, the general nodel for governance of
housi ng has changed nmainly because of two factors. Firstly, housing was
deregul ated and the public sector transferred certain housing obligations to
the private sector. Secondly, the political pressure decreased because of

wel | - suppl i ed housi ng markets.

17. Today, the deregul ation and transfer of responsibility for housing are
creating new problenms. Increasing, but still marginal, population groups (the
young, elderly or honel ess) are experiencing problens with poor housing or

| ack of basic services. Al so, the need for urban renewal increases, while new
housi ng devel opnent demands costly infrastructure. |If urban renewal and
housi ng devel opnent were left entirely to market forces, it would lead to the
depopul ati on of urban areas.

18. The majority of the new problens created by changi ng gover nance systens
for housing are experienced at the local level in the nunicipalities. It has

only indirect consequences at the national |evel, where policies are created.
VWhat do the new nodel s for governance of housing |ook |ike? At present, there
is no clear answer to this question. Wstern Europe does not yet have an

i deal nodel for the 21° century.

19. The establishment of good governance is inperative for countries
pursuing a transition to a market econony. The process of decentralization
has resulted in nunicipalities being vested with public housing
responsibilities and | ocal housing governance. However, municipalities rarely
have t he organi zational, technical and adm nistrative structures or financial
resources to adequately performtheir duties.

20. The exi sting nunicipal housi ng managenent and mai nt enance structures
are not efficient, nor are they adequate to carry out their role. The

exi stence of rmunici pal mai nt enance conpani es only defers the re-organization
of the housi ng nai ntenance market and bl ocks the energence of conpetition
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21. The extensive privatization of dwellings to sitting tenants is
perfectly understandable as a practical political expression of the reform
The privatization has produced a very large stock of nulti-fam |y housing
with mxed public-private ownership. Arrangenents to nake such ni xed
ownership function are only partly regulated by new laws. Normally, it is not
conpul sory to establish homeowners' associations or condoni ni uns. New owners
often avoid the duties that go with private ownership. Consequently, there is
no efficient nmanagenent and the backl og of urgently needed renovation is
increasing. In the long run, this will have costly consequences for the
housi ng stock’s renewal. Today, the countries in transition have an urgent
need for assistance and advice on effective urban governance and governance
of housi ng nanagenent.

. | SSUES RAI SED DURI NG THE | N- DEPTH DEBATE

A Privatization

22. There is little choice of whether to undertake privatization. 1In
theory, privatization is a reaction to international conpetition and is about
bringing efficiency to the market or dealing with market failure. In

practice, housing privatization served to decentralize the housing probl ens
to nunicipalities. Frequently nunicipalities mssed the opportunity to save
part of the housing stock for social or other purposes. Privatization has not
sol ved the housi ng stock managenent and operati on problens, nor has it

provi ded an inpetus to new construction. Despite privatization, house

buil ding financing renmains a problemin econonies in transition

23. Refornming real property rights is on the agenda of all countries in
transition. One of its nost inportant steps is the establishment of private
ownership of land with clear title and associated rights. The consequences of
housi ng and | and privatization (also howto privatize, howto govern, and
what is the role of governance in an inperfect narket) are issues of
particular interest to econonmes in transition

B. Decentralization
24. It was often thought the narket would solve transition problens and
decentralization would be the fornula for inprovenent. |In fact,

decentralization is not easy to put in place and nunicipalities find it
difficult to inplenment. It is inportant that countries share experiences on
I egal and institutional refornmns.

25. In several ECE countries the housing systemis decentralized and an

i mportant proportion of decision-naking is at |ocal |evel. Local governnents
are responsi ble for providi ng adequate housing to citizens in a healthy and
sust ai nabl e environnment. They have to base their policies on regularly
col l ected figures, and have to have the financial neans to inplenment these
policies. Local authorities have to adopt planning systenms and mnet hods for
better nmanagenent, |ocal devel opnent nonitoring and public participation

26. Recently in the Netherlands, different specific and earnmarked budgets
have tended to becone integrated i nto one budget, which the nunicipality can
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spend in the nost effective way. Because perfornance can be assessed over a
| onger period, each nunicipality is accountable for its perfornance to the
nati onal CGovernnent on a five- or ten-year basis.

27. Al so, according to the Netherlands Constitution, the private sector can
undertake tasks and functions that are otherwi se carried out by the public
sector. The housing associations as private institutes play an essential role
i n housing provision. They own two thirds of the rental housing stock and
provi de wel | - mai nt ai ned housi ng to bel ow average i ncome earners. They have
good relations with their tenants and offer value for noney (they are non-
profit institutions). They have nutual support funds to deal with financial
probl enms and funds to guarantee | oans fromthe capital markets. The Housi ng
M nister is accountable for their performance to the Parlianent. The

associ ations have to conply with the regul ations, which tend to be on the
soft side. Regulations on tenant's participation are safeguarded.

28. Austria has a long tradition of decentralization on the national and
regional levels. Further decentralization at the local level will be carried
out slowy, aimng at an equilibrium between central and | ocal tasks and

m ni m zi ng the costs.

29. In the process of decentralization, Slovenia has experienced
difficulties with newly established nunicipalities that do not possess
sufficient know edge, experience, or financial resources. |In addition

municipalities are too small to delegate to

30. In Slovakia, the decentralization of powers in |and-use planning
i ncluded a decentralization of financial sources acconpanied by a cut in the
prof essional staff for planning at local level. Small cities and towns

becane unable to do professional planning work. During public participation
heari ngs, which are conpul sory in the process of preparing plans, |oca
authorities fail to explain to the citizens the various inplications of the
pl ans. The citizens protest against nearly every new proposal during the

pl anni ng process, especially at the stage of granting buil ding perm ssion.
The next step is the shift in planning powers to regional authorities and
entrusting local authorities to issue building permits. In addition, the
Covernment supports local authorities by giving direct support to prepare
pl ans and providi ng professional guidance to manage the preparation of the
pl ans. Somneti nes the Governnent provides nethodol ogi cal support and gui des
the process of preparing the plans.

31. In Hungary, |ocal governnents use the chief architect’s institution to
prepare and adopt |and-use plans. Counties and nearly all cities have chief
architects. This facilitates |ocal participation within the framework of
locally deternined priorities and objectives, and seeks to pronote the

pl anni ng process and to nmake it flexible.

32. In Germany, the problemin urban governance is not how to decentralize,
but how to control decentralization, howto find nechani sns and an adequate
forumfor arriving at public decisions. This requires rethinking criteria
for allocating authority in decision-nmaking. The experience shows that

deci si on-maki ng by small units does not produce positive results. If
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governance neans decentralization, a balance has to be found between
si mul t aneous devel opnments towards centralization and decentralization

33. In Bulgaria, the decentralization of responsibilities is not matched by
a decentralization of budgets. The |ocal governments therefore find it
difficult to carry out local initiatives. Local governnents w thout resources
are further superseded by the private sector. Thus, |ocal governnent plans
lack direction and strategy.

34. The United States Agency for International Devel opnent (USAID) |oca
gover nment partnership programe involves 50 | ocal governnents working in
partnership to devel op a nation w de system for pronoting good governance. At
its heart is the identification or devel opnent of best practices and the
establishment of an institution for dissemnating information. But
institutionalization does not only concern dissemnation. The progranmre al so
seeks to involve local institutions (consulting firnms, universities,
research, training and professional institutions) to help themto inprove
their capacity to work with local authorities. In the final stages, 90 to 95
per cent of the assistance will be delivered directly by local institutions
and not by expatriate consultants.

35. Sone countries still need to focus on |and policies and institutions
for planning. To distribute |Iand resources w thout proper planning hanpers
t he sustai nabl e devel opment of towns and regions.

36. Decentral i zati on or del egation of powers and functions fromcentral to
local authorities will certainly depend on a conbination of factors (history
of planning, tradition of operating planning and control systens, |evel of

pl anni ng, kind of plans that are nmade, |egal restrictions, professiona
skills). Central Governnment has to retain some planning functions,

coordi nate, coach |l ocal authorities, and ensure consistency in decision-
maki ng and approach. The transfer of power has to be gradual and closely
nonitored. Local authorities have to create |arger planning-authority

bodi es.

37. State policy should provide guidance and control functions to nove
t owar ds sust ai nabl e devel opnent policies. At the local |evel, private
construction activities are devel oping too quickly, while the Government
takes little or no action.

38. Countries should refrain fromgiving fiscal incentives to various

housi ng st akehol ders. No advantage shoul d be given to one partner over the
ot her, whether owner or tenant. In each country, it is inportant to nake
sure that the decentralization clarifies roles -- who does what -- in the

private and public sectors.

39. There is often an insufficient pre-determned financial framework which
may result in long-termconflicts, hanmpering the inplenmentation of urban
devel opnent and renewal programes. Shifting problens fromone snmall |oca

conmunity to another results in a 'not-in-mnmy-back-yard attitude. The
i nfluence of certain pressure groups and the conpetition (instead of
cooperation) anong |local authorities are weakening their position towards
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potential investors. A conprehensive |egislative and adm nistrative
framewor k nust exist to secure transparent decision-maki ng and distinct
responsi bilities, including related budgets. This framework may include the
establi shment of stronger regional bodies to overcone the danger of grow ng
regi onal disparities. It should guarantee equal decision-naking powers to al
st akehol ders (including minorities and socially weaker groups). Certain tasks
should remain at the central level, which is not inconsistent with the aim of
decentralizati on.

40. While there are differences between countries, the role of the private
sector in land and buil ding devel opnent is growi ng nearly everywhere. In sone
countries, the private sector plays a ngjor role in maintaining the |Ioca
areas and in planning and building activities. It is very inportant to | ook
at measures to regulate the private sector when it cones to ethics,

econoni cs, social and environmental issues. Licensing by regulating bodies is
advi sabl e.

C Public participation
41. Al t hough sone economies in transition enbrace public participation
they still need time to reconcile and nmanage the very different views that

are expressed.

42. Though the concept of denocratic involvenent is publicly endorsed,
there are difficulties with public participation. Declaring denocracy and
citizens' responsibilities is insufficient, as the nentality of people and

t he behavi our of enterprises are changing only slowy. In human settlenents
i ssues, city authorities should |launch the debate by going to the people and
i nvol ving them People should be encouraged and enpowered to participate and
to share ideas and opi nions on how to undertake tasks. Mitual confidence
shoul d gr ow.

43. Participation needs training and public assistance. This has often
been forgotten, especially regarding the participation of mnorities and
soci al |y weaker groups. Maintaining ethical standards is a requirenent for
an open, honest and constructive dial ogue. Public participation includes
tenant participation and participation in planning, design, managenent,

mai nt enance, urban renewal and rent-setting. Children should also be heard in
matters of physical planning. Active wonmen' s participation nust be pronoted.
G eat differences between snall and nmediumsize cities need adequate
attention in this context.

44, The systens for public participation should nmake it possible to
reconcile local initiatives and national priorities, confronting top-to-

bott om approaches and having arbitrati on procedures. Nornally, problens
require the invol verent of several levels of public authority. The challenge
is to conbine efforts and to coordinate policies rather than to share
conpetencies. To respond, authorities have to develop new forns of public
initiative and action, consultation, regulation, in particular for
contracting out work. The public should be entitled to pronpt responses from
government to requests for information
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45, Public participation is a question of resources as well. It is no

| onger just a question of asking people to approve (or di sapprove) what

aut horities propose, but of actually engaging themin the process of deciding
what coul d and should be done. The public is part of the proposal and not
just part of the reaction. The transition fromreaction to constructive
participation will need tinme.

[11. CONCLUSI ONS

46. The concept of good governance is central and it is therefore inportant
to define the term nol ogy. Frequently, 'governance' is understood only as
the relation between elected officials and bureaucrats. There is anbiguity
about the roles of politicians, bureaucrats and officers.

47. CGood urban gover nance:
= |s characterized by a continuing process of decision-making by
nati onal, regional and |ocal authorities. The challenge is to find
nmechani snms to nmake public participation a continuing process;
= |s about ensuring that other interests are represented in the debate
(children and the honel ess, environnental interests). Attention needs to
be paid to establishing pressure and interest groups, which can feed into
gover nance;
= Reflects changes in attitudes and nentalities, which are very inportant
fundamental s for a di scussion on public governance.

48. Covernance is a very conplex subject. There is a need to constantly
evol ve and tailor governance to the situation that countries find thensel ves
i n. However, governance is not a systemto be organi zed overni ght.
Governance varies fromplace to place, fromsituation to situation. One
shoul d | ook at the mechani snms for partnership and coordination very
careful ly, and deci de who does what and who does it best.

49, Governance is indispensable for stability and sustainable prosperity in
society; it is not just a systemor an infrastructure but nore an attitude.
CGood governance is also an inportant part of the cultural heritage.

50. Covernance is not government. Governance is rather the capacity to
shape and represent |local interests, to develop strategies for the people and
partners involved. The capacity to develop a collective framework for |oca
action, to ensure participation, is the main part of governance.

51. Governance is an ongoing process. It has its ups and downs. It varies
fromcountry to country. It requires awareness. Those who want to take up
responsibility have to use their governing capacities, talents and powers for
the citizens they are responsi ble for and account to.

52. CGood urban governance requires strong central authority (ability to
encour age partnerships and create a favourable climate for initiatives, to
ensure feedback and proper functioning of markets). This is not sufficiently
under stood by authorities today.
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53. To have good governance there has to be nutual confidence between
peopl e and authorities. To have confidence, public participation has to be
i ntroduced and encouraged. To have effective participation in an effort to
achi eve sustai nabl e pl anni ng, people must be willing to change their
consunption patterns and |ifestyles.

54, Countries should share the concept of governance, institutionalizing
good governance at local |evel. Since good governance can be achi eved in many
ways, there is no particular nodel. However, the process of trial and error

is an inefficient way of achieving it.

55. It is inmportant for the international conmunity to share the

experi ences of creating an urban governance system Economies in transition
used to have a system Wth the transition, it just collapsed. Many
countries of the Comobnweal th of |ndependent States face the task of
establ i shing a new system which should entail governance.

56. In countries where reforns have nade consi derabl e progress, governance
still needs to be rmuch inproved and conpleted, especially in ternms of its

i mpl enent ati on, understandi ng, awareness, and a decision to use it fully to
the benefit of the people.

57. The attention given to urban governance is not sufficient to neet the
chall enges. In particular, the intellectual and financial input to devel op
new tool s for good urban governance is extrenely weak. Few instrunments are
avai | abl e to nmake good governance operational at the nei ghbourhood | evel.

58. Housi ng i ssues have to be central policy issues. The right to decent
shelter, as expressed in the Declaration of Human Ri ghts, places the issue of
housi ng squarely within the political arena - where it bel ongs.

59. The decision to privatize, whether in an econony in transition or in a
mar ket econony, is a political one. An evaluation of the inpact of the
decision to privatize housing woul d put the issue back on the agenda of
deci si on makers.

60. Decentralization means better governance and inprovi ng denocracy. The
decentralization of responsibilities wthout power or resources should be
avoi ded. Decentralization of authority for planning to nunicipalities needs
to be checked at the regional and State levels. There is a need for regiona
pl anni ng authorities or for planning cooperation between mnunicipalities.
Conpetencies in urban growth managenent need to be established at the

regi onal |evel, where nost systens are particularly weak. Once regionalized,
there is again a tendency for centralization but this tine at regiona
government |evel.

61. Central governnents routinely intervene in the activities of the |oca

I evel in urban growth managenent when urgent probl enms appear. Speci al
agencies and institutions are set up to tackle these problens. It is not |eft
to the | ocal governnents al one.
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62. There seens to be no direct correl ati on between the size of the | oca
authority and the efficiency of the planning system The great advantage of
snmal |, decentralized municipalities is that they have to work together to
provi de services and carry out their government function

63. The nmechani snms to ensure cooperation and support to all |oca
authorities (vertical integration and horizontal coordination) are nore

i mportant than scale. When creating these nmechani snms, one shoul d pay
attention to institutions, new instrunments, and procedures to link different
| evel s of government (procedures for supervision, appeal and consultation).
The objective of creating mechani sms should be to reduce conpetition and

i ncrease col |l aboration between |ocal authorities.

64. Decentralization is about people and skills. It is about val ues,
attitudes, opinions and reconciling themto arrive at an acceptabl e solution
The process of trying to educate and change attitudes, opinions, and val ues
about planning is slow. This denponstrates the need to place enphasis on
education and professional developnent. It is inmportant that governnents
encour age the devel opnment of the private sector’s capacity to assist |oca
aut horities.

65. Di scussi ons on public governance have to be based on a clear

under standi ng of underlying traditions, values, political systens and
econoni ¢ and soci al conditions. The adoption of nodels of public governance
across countries and regions is very difficult.

66. Theoreti cal discussions on governance are inportant to create a
framework. Wthin this framework, practical solutions, practical assistance
and di ssem nati on of good and bad exanples are needed to speed up the
transition to good public governance in the countries with economnmies in
transition.

67. Del egations stated their interest in a workshop on housing
privatization (including its consequences, nmanagenment responsibilities,
finance, and institutions), taking into account work carried out by the
Organi sation for Econonic Co-operation and Devel opnent (OECD) on the topic.
It should also deal with urban governance, so that the roles of different

I evel s of adnministration and the |inks between conmrerce and urban

devel opnent, transport, taxation and ethical aspects could be discussed. A
debate is required about the criteria to use when decidi ng what powers ought
to be assigned to governnent? Wat |evels of government should there be in
the first place? However, sone del egations felt the need to have a conmon
concept of governance first.



