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Introduction and objectives

The European Union provides financial assistangenfbans of Structural Funds, Cohesion Fund
and other community initiatives) in order to redtesitorial inequalities in its regions. The EU’s
support scheme is a multiple challenge for thehiatcup Member States. On the one hand, the
EU's specific planning and implementation procedushould be used (fixed goals and
geographical areas, etc.), on the other hand thie lgaal for our country is to go through regional
development in a sustainable way.

In the European Union, over the past quarter cgntapid economic development associated with
environmental damages to a certain degree, andtadsin global problems in some areas.
Hungary's wealth of natural assets - and theitivglantactness — is our internationally recognized
resource reserve. One of the most important chggdieimfHungary’s catching-up process is how

to improve the environmental and life quality in paallel with economic development.

The majority of the EU supports are distributedtla level of statistical planning regions. A
decisive indicator of the EU regions’ state of depenent is GDP per capita. A significant part of
the sources is allocated to those regions, where Gelow the EU average of 75%. Thus, GDP
was chosen as a development indicator in the Earopimion’s cohesion policy. Nevertheless, it is
true that sustainable development as a horizontatiple was also defined as a fundament of
planning and implementation procedures. Howeverth wiegard to underdevelopment and
development, these relatively large-scale spatedions (NUTS 2) cannot be considered
homogeneous, furthermore in Hungary these largemsgare traditionally not the “spatial unit” of
social and economic life. The basic units of a @unsble regional organization could be the so-
called micro-regions, therefore | chose this ldeelmy analysis.

On the above mentioned basis, the hypothesis isntitdungary (or rather in its micro-regions),
there is a developmental path towards catching-up ih the EU Member States which can
maintain the relatively valuable environmental condtions, natural resources and cultural and
social roots and improve economic backwardness.

The three cornerstones (co-hypothesis) of proviegtypothesis are the following:

Adl) In the case of Hungary and its micro-regiomsicro-regions developing unbalanced from
the viewpoint of sustainable development, that isroaregions to be supported can be
determined. The characteristics of the sustaindelelopment of the micro-regions can be
defined and based on this the micro-regions campeunded.

Ad2) A decision-supporting method within the franwelv of the EU support system can be
developed by means of which the sustainable demedop of the micro-regions can
consistently be ensured.

Ad3) Although the EU's cohesion policy is not thdyomeans of public interventions, some kind
of its contribution to the shift towards sustairablevelopment (or in an unfortunate case
towards lagging behind) can be detected.



Material and method

The still fundamentally divergent interpretations o sustainable development - basically along
the strong and weak sustainability -and the basics and approaches of sustainabildyegional
development in certain disciplines have been ptesdein the literature review of the paper. In my
view, the fundamental question is not whether ttenemy can develop or not (in its present form
it obviously cannot), but whether the size and welihg of the society (ie. sustainability) can be
optimized within a reasonable time or not and,oif sow it can be achieved along the minimum
requirement for the survival of the natural capitbko, then the economic growth can, with these
new conditions, be allowed.

Individual interpretations of sustainable developmealthough being subtle, but have the clear
message that the current development is not sasiaiThe unsustainable development features
are summarized below:

— quality degradation of the natural environment,
— overuse of natural resources,

— unequal distribution of incomes,

— degradation of decent living conditions, and

— population growth.

Theeconomic, social and territorial cause®f the above listed issues are examined in thiepa
The economics does not fundamentally derivate theket and government failures from the so-
called perfect competition, which are typically édon unsufficiently reflected information of the
price system. According to sociological theoriessth problems are basically based on reasons of
social perception that is that social norms arkecedd in the institutional system. Thus, essdtial
the basic social norms diverged from the ideologgognizing and respecting the natural system
processes. Recently the territorial dimensionsratee focus of scientific inquiries - or in anothe
interpretation they got again into it. Increasirgpmomic, social and environmental problems are
emerging between the centres preferred by the ptipnland the peripherals, needing new kind of
answers from science.

The papegives a broader interpretation of market and goverment failures (Figure 1) based

on the overview of the discipline approaches. Maralure in the market operation is the
undesirable "side effect”, while the governmenigyohot correcting the imperfections of thace
systenoperating the market economy, or substitutingviidre the price system does not work) can
be regarded as government failures. Under thisoagpr, three major process that are not treated by
the market mechanisms, that is three market falwan be defined, leading to unsustainable
development:

a) the lack of the "closed nature" of the economan ecological sense,

b) the formation of centre-periphery areas,

C) the insufficient regional accessibility.

All of the different approaches of the discipline can beraced back to the fact thaproper

guantity and quality of information - that is, ultimately theproper values that need to be
followed by the society and the market -are esakfar the proper market and social behaviour.
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Figure 1: The market ad government failures leading to unsuainable development

The two policies having active role in reaching taumability are the policy of sustainable
development and regional policy. The paper analysese two comparative policies, for the sake of
the identification of their interfaces. | foundntportant to review the presentation of the evoluti
of policies over time, so the learning process shgwow far we got in the interpretation of growth
limitations can be felt. Then | analyzed the regicand sustainability policies using special aspect
(development versus growth versus inequality, aigghificance of diversity, temporality and
spatiality). The examination of the basic princgptd domestic policies led to the conclusion that,
although the integration of the policies is incregly visible, there is still no clear understargliof

the sustainability of the national strategies aokicges, and their hierarchical relationship aslwel

The cornerstone of my hypothesis is to vetlig role and effectiveness of cohesion polian
achieving sustainable development. Although basethe official position an appreciable shift can
be observed in the field of economic and socialesan, and significant responses evolved for
environmental challenges, on the basis of the ratare standpoints these are not detectable.
Sustainability and environment protectionwere institutionalizedn the previou€U's cohesion
policy cycles. Sustainable development has been definadchasizontal principle which had a key
role in the programming, project evaluation and awimg. International and domestic experience,
however, proved that sustainability as a concept #s horizontal interpretation met with
difficulties in most of the Member States, or theyere not sufficiently been taken into
consideration. One of the main reason of it is @t supports are basically focused on the
project level, and are hardly suitable for implemering complex improvements



However, thdocal sustainable regional organizatiorformulated by the UN Local Agenda 21, can
only be interpreted in a given geographical unitiolwhis capable of relying on its internal
(endogenous) resourcem the highest possible rates. The essential tiondbf sustainability, that

is the emergence of the autonomous communitigbatshe public developments are implemented
there, where service providing is the most effextin relation to the social division of labour the
micro-region may be essentially the first level irthe socio-economic organization, which can
form into a relatively closed system.

Results

There are numerous interpretations of the condeptistainable development. The interpretation of
strong sustainabilityften discouraged decision-makers from applyingegpecially because of the
"zero growth" hypothesis declared in relation te@ tbconomic growth. As a result, official
documents were preferably satisfied with the sépdraatment - often getting lost in the detaits -
the social, economic and environmental sustairtgbiliowever, the methodology having been
developed recently for strategic environmental sssents pointed out that there is such a "middle
course”, which could be suitable for evolving arplagable interpretation of sustainability in
practice. On this basis, | suggested the applicatiba general scale of sustainability values
which is much more intended to set benchmarks daitatude, approach, inspection criteria, rather
than setting measurable and accountable conditions.

In order to support the hypothesis | made an attémestablish a complex index for estimating the
sustainable development of the micro-regions, umged number of indicators based on CSO
datas, being suitable for the common consideratfdhe three sustainability pillars. The elaborated
micro-regional sustainability index (KFM) produces a rank (with values between 0 and 1jen t
grounds of environmental, social and economic swlizes, using a sustainability threshold called
overshooting point (0.5 points) in the case of each of the indicaforsevaluating the micro-
regions.

Tablel.: Indicators and overshooting points of Micro-regiona Sustainability Index (KFM)

Indicators Overshooting point
Economic sub-index (KFM-G)
1. Total domestic income per capita, HUF* subsistdevel

2. Long-term unemployment form the working-age papon, %* 60 % of national average
Social sub-index (KFM-T)

3. Net migration (person)* Under 0 and above 4000
4. Rejuvenation index (younger than 15 years aweraig 60-x
population), %*

Environmental sub-index (KFM-K)

under 100 %

5. Fossil energy cunsumption (GJ/ha) carbon footfi
6. Total amount of water provided per hectar/fra) median
7. Municipal solid waste per hectar (kg/ha) median

*  The part of the HHKM index also.
** 53 % of national average.



On the basis of the index it can be determined tdre¢he micro-region develops balanced in terms
of one or all of the social, economic and environtakaspects or not.

The value of the index was determined on the bakiswo different "interpretations" of the
overshooting point:

a) the value of the overshooting point was deteeshias a value, which can be an expected
objective from the viewpoint of the strong sustaility interpretation of the sustainable
development,

b) the index was also determined so that the vafuiiie overshooting point was fixed in the
national average, which is equivalent to the waadtasnability interpretation (i.e. that micro-
region is disadvantageous, which is below the natiaverage in the case of the given
indicator).

Figure 2presents the sub-indices of the micro-regions erbtsis of strong sustainability in 2008.
No improvement could have been detected in thedtodrthe index compared with the data from
2004.
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Figure 2: KFM disadvantageous micro-regions on the basis ofreng sustainability, 2008

The index results were compared with the Complelexnof the disadvantageous micro-regions,
being used for the spatial allocation of the natl@upports. (In the case of the Complex Index the
micro-regions to be supported are determined basesocio-economic aspects, involving ca. 30
indicators. It should be noted that this is a digant step in comparison with the GDP-based
allocation of resources between regions applietheyeU.

The advantage of this indicator is that — conttaryhe sustainability indicator sets using simyarl

large number of indicators - it is a complex indsa,it is suitable for spatial comparison. On the
other hand its disadvantage is that the environahénticators are fundamentally lacking, and
different types of indicators (state describing ateVelopment e.g. infrastructural) are brought
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together in a common index. This Index selectedrédro-regions on the basis of the national
averages of socio-economic problems. Using monegeint requirements than nationwide averages
and involving environmental considerations, onlye aegion could have been considered to be
balanced.

In my opinion, it would be necessary to distinguishdicators measuring "development” from
indicators measuring "improvement" and separatmptex indexes should be formed from these
indicators. The micro-regional sustainability indebeveloped is, in this division, an index
measuring "development". The determination of siebelopment indicators and target values-

at the same time ensuring sustainable developmewuld be necessary for the development
policy, on the basis of which the function and cetepce shortages of the micro-regions hindering
the sustainable (and endogenous) development omibhe-regions could be detected. On this
basis, | made a suggestion on the possible grodpwdlopment indicators.

The realization of sustainable development in thealelopment policy is currently carried out

at project level. A guide has been developed for the applicantghieyNational Development
Agency both for the period between 2004-2006 amndthe period between 2007-2013. Similar
methodology was used for both periods: the canégdatight have extra points (usually a maximum
of five points could have been given for environtaérsustainability in the 100-point scale and
usually it was required to achieve one point) tgkimto account the selected sustainability aspects
Since in the first Guide the sustainability critewwere seemed to be too subjective, in the second
Guide, specific, quantifiable sustainability asgeetere developed. However, based on the
assessable data of the previous period, the ewaiuatethodology used was not sufficient to take
sustainability into account. Although the criteri@i measurability was fulfilled, it was not
measured at the level of the support scheme akewkFurthermore, the horizontal aspects that can
be choosen essentially do not affect the chancesnofing. This also suggests that in this respect i
is necessary to revise the methodology.

Based on this, | formulated a proposal for suslustainability criteria system which contributes
to the improvement of the regional development indiators. A further suggestion is that the
criteria should not only be a voluntarily seleceMdut it should be applied as a selection criterio

The new scientific resultsare summarized along the three-hypoteses of theproof of the
hypothesis as follows:

Adl) In the case of Hungary and its micro-regiomsicro-regions developing unbalanced from
the viewpoint of sustainable development, that isra¥regions to be supported can be
determined. The characteristics of the sustainaleeclopment of the micro-regions can be
defined and based on this the micro-regions camipsunded.

Thesis:

1. | developed amicro regional sustainability complex index containing economic,
social and environmental sub-indeces by the agmitaf sustainability thresholds for
the indicators (so-called "overshooting” point)s&@ on which | was able to determine
those micro-regions, which are not developing sugksy.



Ad2) A decision-supporting method within the framdwof the EU support system can be
developed by means of which the sustainable dewelop of the micro-regions can
consistently be ensured.

Thesis:

2. A major problem for the development policy iattthere is no adopted interpretation of
sustainability that can be applied in practiceavdrmade a proposal for the application
of a set of sustainability values, which was "tdst@ practice, which is suitable for a
"consensus” interpretation of sustainable developmand is a good basis for the
development policy as well.

3. | pointed out that the methodology of voluntardelectable horizontal sustainable
aspects applied currently at project-level is harilitable for enforcing sustainability,
in addition to it is a substantial burden on thedidates, without having a real impact
on the selection of the projects to be supportedade a proposal for the improvement
and practical application of the sustainabilityr{aontal) criteria system which focuses
much more on facilitating the formation of sust&ilea micro-regions instead of
enforcing sustainability at project level.

AD3) Although the EU's cohesion policy is not thé/aneans of public interventions, some kind of
its contribution to the shift towards sustainablevdlopment (or in an unfortunate case
towards lagging behind) can be detected.

Thesis:

4. The practice of horizontal sustainability prpiei currently applied in the development
policy is not suitable for drawing quantifiable ctwsions on the contribution of the
development policy to sustainable development. Téeporal evolution of the
elaborated micro-regional sustainability indicatannot be explained solely with the
effect of EU subsidies. The proposed sustainalwliteria system may be turned into a
micro-regional development policy indicator systenand furthermore - by using target
values - into a target system of the micro-regiotevelopment policy. The micro-
regional sustainability index, and the target systegether with its indicators might be
suitable for assessing the impacts of developmaiypon sustainable development.

Conclusions and recommendations

On the whole, it can be concluded that teans and tools of the enforcement of the horizonta
principle were elaborated in Hungary within the framework Isg the EU. However, the main
observation is on the one hand that there is rar €flitical role" of sustainability and on théhet
hand that the instruments assigned to achievaisasility often resulted in an inconsistent, rathe
complicated procedure. The main question alongathg to achieve sustainability in the coming
years, will be that how can the existingrget and tool schemes, currently operating
independently, be formed into a single system, andavith this how can the practical
enforcement of the horizontal principle be deepenedand how can the developments’
contribution to sustainable development be demonsated. My proposals on this are summarized
as follows.



The elaboration of a 'set of sustainability vedudeclared and applied by the government and
accepted by all would be necessary as part of tagable development framework strategy.

One of the main conclusions of this paper is thedra is a possible interpretation of
sustainability, which is based on the so-calledrgjrsustainability, but — being brought down
to the level of practical applicability - can beedsto set Hungary’s objective in respect of
sustainability. This requires such an attitudingpr@ach, which instead of setting up strict
limits, rather defines a criteria system with whighis possible to achieve sustainable
development. Such a set of values based on a ltauisanight contribute to the elaboration of
a sustainable development framework strategyvhich serves as a point of alignment for the
country's various development plans. The determanadf this particular point of alignment
should be the primary task of the sustainabilisategy. If the criteria for(sustainable)
developmentre already known, on the basis of this tevelopment sectoral or regional
development - directions of the country can berdateed. This interpretation fits well into the
perception of sustainability of the EU's sustaiepatbbvelopment as a 'horizontal principle’ as
well.

The EU Directive on strategic environmental assessn(SEA) has been adapted and a SEA
needs to be prepared for all of the plans havingigaificant impact on the country's
development. So far, however, "only" the rule agadure was recorded in the legislation, an
important element of which is that the plan shocdahtain specific findings of the SEA. If
there were a system of criteria of sustainabibitydsuch a methodological guide of the SEA,
which would require the plans to assess the comphae with this system of criteria of
sustainability, it would be a coercive force to take the aspettustainability adopted by the
country into account. This method could elimindtte Yarious interpretations of sustainability
often chosen arbitrarily by the strategic plannamsl the current general findings related to
sustainability.

The elaboration of a complex index enabling mheasurement of the socio-economic and
environmental development of the micro-regions e@dt of/beside the complex index
measuring micro-regional socio-economic backwardnesuld be necessary.

Many international and domestic govermental boddesal with the measurement of
sustainability, usually using a large number ofigatbr sets as a result of the multi-
dimensional character of sustainability. It is @wheristic of these kinds of indicator systems
that no complex index is formed from them. The maiason for this is that economic, social
and environmental processes are “opposite processesthat combining these processes
might mask each other. For the analysis of thenialecombination of the large number of
indicator systems the index of disadvantaged miegiens - aggregated from about 31
indicators in five indicator groups - serves apadjbasis. The above mentioned statement can
be justified on the basis of this indicator as welhe element of the ‘HHKM indicator
determines the indicator by about 90%.

The above mentioned problem lies basicly in thehwddlogy. On one hand when creating a
complex index, we must strive at indicator groumstaining indexes indicating similar

processes and on the other hand the aggregatiodio&tor groups should not be produced by
averaging. Methodologically, it could be much mappropriate to determine the result based
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on the worst indicator group, that is if an exardirzgea is disadvantageous from any of the
viewpoints then the area can be considered diséayaous, or it is to be considered the more
disadvantageous. This is the closest methodologioakideration to the measurement of
sustainable development, in accordance to whichalsoeconomic and environmental
viewpoints need to be taken into consideration &aneously. If the value of any of the
‘pillars’ is not appropriate, the given area cartmgotonsidered as a region developing balanced.
That is, it is as disadvantegous from the viewpahsustainable development if a micro-
region is economically developed, but uses up ritsrenment and resources as if a micro-
region is economically underdeveloped but as dtréseicondition of its environment remains
satisfactory. In the case of such a contractedlesimgdex, however, it is important to
emphasize that in this case not disadvantaged derdaveloped, but so-called unbalanced
developing regions are defined.

Urban and rural micro-regions face different sumthility (social, economic, environmental)
problems, therefore, in the course of the disadhgad (unbalanced developing) micro-region
defining process it is more appropriate to usesthte-indices. Based on the sub-indices it can
be determined which region and in what area shbeldupported in the given micro-region. In
those micro-regions, where the economic sub-indefavourable, social and environmental
aids should be allocated if they are justified bg social and environmental sub-indices. In
those micro-regions, where none of the three cpomding sub-indeces are adequate, the
realization of complex actions and developmentseeded.

The index needs to be further examined in thate@sas to on what indicators should it be
based and what overshooting points can be assigrtbém based on a social consensus.

Those micro-regions should be regarded as piatemecipient micro-regions from the
viewpoint of development policy (ie, disadvantagegions) where there is a lack of functions
and essential competencies needed for the sustajreilogenous development.

In order to realize sustainable development it sseatial to enable thendogenous
development of the micro-regions based on using mtbs internal resources, and they
should - to some extent - form a closed, self-sidfit unity. As a result of globalization self-
sufficiency basically means jobs available in thiero-region and the access to (primary and
secondary) public services (including the adequatteaction centres and their regional
accessibility). By means of renewable energy sauriteat can be generated locally the
reduction of the micro-region’s energy dependebce,also the organization of the economic
stake holders into industrial ecological systemes—far as possible within the micro-region -
can be defined as targets. The evolution of theawiegional centre and its - which suggests
the rethinking of the micro-region spaces too pasticularly important regarding this kind of
development.

In the course of the usage of the EU financial ueses the disadvantaged micro-region index
is used to define the micro-regions to be suppotiesvever, it would be necessary to develop
a complexdevelopment policy index which essentially selects those micro-regionsylich
there is a lack of functions and competencies msacgsfor their sustainable, basically
endogenous development. The methodology of thexirafedisadvantaged micro-regions
might serve as a proper basis for the creatiom®fabove mentioned index too. However, as
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for the indicators to be applied the following asgeshould be taken into account. Such
indicators should be involved into the index cre@tprocess that indicate the public services
missing in the given micro-region (eg. health awdaation), as well as the infrastructural
deficiencies necessary for the creation of adeqglinteg conditions, and the acessibility of
jobs and public services in the given micro-regamg external relationship systems (primarily
regional centres). In order to achieve this, tavgéties need to be defined for the development
policy indicators on the basis of which the scafetlte necessary investments can be
determined.

The use of state (and EU) funds is basicallyeptable only in the case of developments
complying with social, economic and environmensgexts.

Regarding the question of development and econaroevth, mainly as a result of the
economic crisis, a certain level of paradigm shédh be detected, both at international and
European levels. While previously the economic ghowas considered sustainable along the
so-calledweak sustainabilitypy taking into account the environmental aspettf@resent one

of the instruments solving the future economic aadial problems is seen to be the driving
force of the so-calledreen economy green growth impendinthe strong sustainabilityOn

the basis of the New Széchenyi Plan (made by reyigie 2011-2013 Action Plans of the
NHDP) it can be concluded that the green econoreieldpment (energy policy, support of
green investments) is still considered to be drtbebranches of the national economy rather
than a reform affecting all the activities of thrmromy (there is no progress in deepening the
horizontal principle). Holding off theeal "reform” might still result that the developments
being realized in social, economic and environnietgdlars” call forth new problems in
another pillar (ie. acceleration of centre-perighprocesses, on the whole increasing energy
consumption, etc.).

The counter-argument often put forward against asngble development is that as a
consequence the costs of the projects can signifjicde raised (for example, because
environmentally sound technologies are more expensequire special expertise or additional
skills and manpower, etc), and so that scarce ressuare not sufficient for delivering real
economic results. From the viewpoint of economicayever, if -in terms of sustainability -
not thebest version is implementednegative externalities and welfare losses mightigdhe
costs of which must be paid by the society andsth&e at the end. Thus, the overall cost will
be the same, if not higher than as if sustainableldpments had been realized.

On the basis of this, it would be necessary tonsicier the methodology of (horizontal) cross-
cutting aspects. The current EU practice in thee @danost of the projects (depending on the
project-size) requires an option-analysis (test ddferent project versions) that is the

identification and testing of legally and technigdieasible variants. The choice among the
versions is based on the ratio of expected benafits costs of the versions (Cost-benefit
analysis). A solution would be if the variants wera only legally and technically feasible

alternatives-measures, but a version taking intmaat all relevant aspects of sustainability
were prepared as well.

In this case it could be ensured that those aesvifselected by sustainability criteria) are
supported thamean extra expenses for the applicants in additiomo the existing legal
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requirements. A further condition of this is that the coststbé realization of certain aspects

of sustainability should be eligible. In this cadee State finances only the projects’

‘additionality’, that is the part necessary fortaumsble development, which is not necessarily
part of the given project originally. Essentialtifis method may contribute to the elimination

of environmentally harmful subsidies.

In that case when the consideration of sustainglapects is quite expensive compared to the
achievable social benefits, using the so-calledrdortionate (not rational) costs estimation —
currently being introduced in relation to the Wakeamework Directive - in this area would
be a solution. It should be ensured that certapees of sustainability could be disregarded
but only if this cost and benefiisparity can be proved properly.

Furthermore, the enhancement of the synergisteceffof the projects could be a direction of
improvement, particularly for the sake of the eoéability of the industrial ecology’s
principles. It should be taken into account thadustrial ecological systems can only be
achieved by the coordinated implementation of ssv@rojects. However, there is no
guarantee that all inter-related projects wouldgb@nted in the current tendering system -
especially in the case of EU funds. In this respe also clear that it would be bettier
realize a sort of a complex development financingystem instead of the individual project
funding system.
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